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Mr. Wis, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3882] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3882) to require the registration of certain persons who have 
knowledge of or have received instruction or assignment in the 
espionage, counterespionage, or sabotage service or tactics of a foreign 
government or foreign political party, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

‘The amendments are as follows: 

Amendment No. 1. Page 2, lines 4 and 5, strike the word “infor- 
mation” and substitute in lieu thereof 
statements, information, or documents pertinent to the purposes and objectives 
of this Act 

Amendment No. 2. Page 4, line 23, change subparagraph (i) to 
read as follows: 

(i) who is a civilian or one of the military personnel of a foreign armed service 
coming to the United States pursuant to arrangements made under a mutual 
defense treaty or agreement, or who has been invited to the United States at 
the request of an agency of the United States Government; or 

Amendment No. 3. Page 5, line 8, after the word “organization”, 
insert “in which the United States participates’. 

Amendment No. 4. Page 5, line 15, after the word “examination”, 
strike out ‘‘and inspection”’. 

Amendment No. 5. Page 5, line 19, after the word “examination”, 
strike out ‘‘and inspection’’. 
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PURPOSE OF AMENDMENTS 


Amendment No. 1. The committee was doubtful of the constitu- 
tionality of that part of section 2 of the bill which authorizes the 
Attorney General to prescribe regulations for the registration of 
persons under this act in that it may be an unlawful delegation of 
congressional authority in not setting up reasonable guides and stand- 
ards within which the Attorney General is to act. The language of 
this amendment takes care of that problem. 

Amendment No. 2. Subparagraph (i) of section 3 of the bill con- 
tains specific reference to the agreement regarding status of forces of 
parties of NATO. Since the preparation of the bill, the Manila Pact 
and the mutual defense treaties with the Republic of China and Korea 
have entered into force. The United States is also a party to certain 
other mutual defense treaties. Therefore, at the suggestion of the 
Department of State. subparagraph (i) was rewritten to omit the 
specific reference to the agreement regarding status of forces of parties 
of NATO and instead to provide in general language for the exemption 
of civilian and military personnel who enter this country pursuant to 
arrangements made under mutual defense treaties or agreements or 
who have been invited to the United States at the request of an agency 
of this Government. 

Amendment No. 3. This amendment was deemed necessary in 
order to restrict the provisions of this bill to those international organ- 
izations of which the United States is a participating member. 

Amendments Nos.4and 5. The words “and inspection’ were omit- 
ted as surplusage since it was felt that the words “public examina- 
tion” were sufficient to include public inspection. 


PURPOSE OF THE BILL 


The instant bill proposes to repeal section 20 (a) of the Internal 
Security Act of 1950 (sec. 1 (c) (5) of the Foreign Agents Registration 
Act of 1938, as amended) and substitute therefor a separate regis- 
tration statute unconnected with the Foreign Agents Registration 
Act, which will require the registration of those persons who have 
knowledge of or have received an assignment in the espionage or 
sabotage service or tactics of a foreign government or a foreign 
political party, without regard to any present agency status of such 
persons, 

STATEMENT 


The Foreign Agents Registration Act of 1938 requires the regis- 
tration of those persons who are presently acting as agents for a foreign 
principal or country. In 1950, Congress amended the act by including 
within the definition “agent of a foreign principal’ those persons who 
have knowledge of or who have received assignment in foreign espion- 
age systems. The 1950 amendment to the Foreign Agents Registra- 
tion Act brought about an anomalous situation. The act is clear that 


registration requirements are applicable only to those persons who are 
currently acting as agents, hence persons with past knowledge or 
training in espionage are under no obligation to register if they are 
not presently acting as agents of foreign principals. The 1950 amend- 
ment therefore, in declaring a person an agent because of training in 
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a foreign espionage system is unenforceable, unless the particular 
individual is currently acting as an agent. 

The instant bill takes away any agency relationship or status and 
requires, simply, all persons to register who at any time have received 
training in foreign espionage tactics, 


HISTORY OF LEGISLATION IN THE 83D CONGRESS 


The instant bill, as introduced, is identical to title III of H. R. 9580 
of the 83d Congress, which was an omnibus bill with many provisions 
and the purpose of which was, generally, to revise and extend the 
laws relating to espionage and sabotage. H. R. 9580 passed the 
House with several minor amendments. However, the Senate 
Judiciary Committee amended it by striking out the provisions of 
title III relating to foreign diplomats, attachés, etc. Because of the 
imminence of adjournment and the lack of time to consider the 
provisions of title III in conference, the House and Senate agreed to 
strike out title III in its entirety, and, as so amended, the bill became 
Public Law 777 of the 83d Congress (H. Rept. No. 2675, 83d Cong.). 

Because of the importance of legislation of this type, the Depart- 
ment of Justice, by executive communication, requested that the 
provisions which were formerly contained in H. R. 9580 as title III 
be reintroduced as a new bill and that the Congress consider its 
provisions. The instant bill (H. R. 3882), was therefore introduced 
and after hearings on the matter, the committee is again of the 
opinion that this is indeed worthy and necessary legislation. It is 
of the further opinion that, because of the circumstances existing at 
the time this legislation was considered in the Senate, an incorrect 
impression was brought about which caused that body to reach an 
unfavorable determination on this legislation last year. 

It appears that the Senate Subcommittee on Internal Security had 
been holding hearings and examining into the great volume of Com- 
munist political propaganda which was being disseminated by Iron 
Curtain country embassies, legations, and consulates. As a result of 
those hearings, the Senate subcommittee recommended that the 
Foreign Agents Registration Act be amended by requiring the registra- 
tion of any diplomatic or consular officer who was engaged in, among 
other things, the preparation or dissemination of political propaganda. 
This recommendation was contained in S. 37 of the 83d Congress. 
That bill was reported in the Senate on June 29, 1954. 

Thereafter, and on July 8, 1954, the House passed H. R. 9580 
containing, as noted above, title III requiring the registration of 
persons trained in foreign espionage systems. ‘Title III, however, 
exempted certain diplomatic and consular personnel from registra- 
tion. Since this provision was seemingly contrary to the provisions 
of S. 37, which the Senate subcommittee had already approved, it 
struck the provisions of title III relating to diplomatic and consular 
officers from the bill. 

Members of Government agencies who testified on the present 
bill, H. R. 3882 (which is identical to title III of H. R. 9580, 83d 
Cong.) stated, however, that the provisions and aims of the instant 
legislation are clearly distinguishable from those of S. 37, 83d Congress. 
S. 37 would have directly amended the diplomatic and consular officer 
exemption provisions of the Foreign Agents Registration Act. In 
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addition, under that act, a person, in order to be required to register, 
must be presently acting as an agent for a foreign principal. It has 
for a primary purpose the registration of people who are engaged in 
the dissemination of political propaganda, so that the American public 
may know and be aware of those who are working for foreign agencies 
and who are spreading doctrines which are alien to our democratic 
form of government (H. Rept. No. 1381, 75th Cong). 

On the other hand, the instant bill will stand alone and will not 
form a part of any other Federal statute. It does not seek to amend 
the Foreign Agents Registration Act except incidentally to repeal 
the 1950 amendment. Furthermore, a person under the instant bill 
who has had training in foreign expionage systems will be required 
to register regardless of whether he is acting as an agent for a foreign 
country or principal. And, unlike the Foreign Agents Registration 
Act, the primary purpose of this legislation is aimed at uncovering 
the potential agent by making his knowledge of espionage or sabotage 
a matter of public record and thus, perhaps, preventing his becoming, 
at some later date, an agent engaged in subversive activities for a 
foreign principal. 

The committee therefore feels that since it is the Foreign Agents 
Registration Act and not the instant bill which should be amended 
to accomplish the recommendations of the Senate Internal Security 
Subcommittee regarding the dissemination of Communist propaganda, 
separate legislation should be introduced to accomplish that purpose. 

It may be well to point out here that section 8 of the present bill 
expressly states that compliance with the registration provisions of 
this legislation does not relieve anyone from complying with the provi- 
sions of any other applicable registration law. 


PERSONS WHO ARE NOT REQUIRED TO REGISTER 


Section 3 of the instant bill contains provisions which exempt cer- 
tain persons from registering thereunder. The provisions about which 
the greatest attention was focused at the time of the hearings are 
contained in subparagraphs (e)—(j) and relate to the Department of 
State’s responsibilities under this legislation. Specifically, subpara- 
graphs (e), (f), and (j) will exempt from registration, duly accredited 
diplomatic and consular officers, certain other officials of foreign gov- 
ernments and persons attached to international organizations in 
which the United States participates, together with members of their 
immediate families residing with them. Subparagraphs (g), (h), and 
(i) will exempt staff employees of diplomatic and consular officers, 
foreign representatives conferring or cooperating with United States 
intelligence or security personnel, and foreign civilian and military 
personnel either entering pursuant to a mutual military defense treaty 
or invited by a government agency for training purposes. 

The Attorney General recommended the above provisions for 
inclusion in the bill and they were incorporated with the concurrence 
of the Department of State and the Department of Defense (H. Rept. 
No. 2017, 83d Cong.). ‘These exemptions are considered necessary 
in view of the requirements of and accepted practices in international 
law, and in order to avoid the possibility of offending friendly foreign 
governments. It may be well to note that, pursuant to section 7 of 
the International Organizations Immunities Act (22 U. S. C. 288d) 
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and section 3 of the Foreign Agents Registration Act (22 U.S. C. 613), 
all persons in the above groups, with 1 or 2 minor exceptions, are 
presently specifically exempted from registering with the Attorney 
General. While, as noted earlier in this report, the Senate Internal 
Security Subcommittee in the 83d Congress would have amended 
section 3 of the Foreign Agents Registration Act, relating to diplomatic 
and consular officers, it would have done so only to the extent of 
requiring registration of those officers who were engaged in the 
preparation or dissemination of political propaganda and not diplo- 
matic and consular officers generally. 

In connection with the diplomatic exemption provisions of this 
legislation, the committee was concerned with and was doubtful about 
the enforceability of any provision which would require diplomatic 
and consular personnel or their staffs, families, ete., to register under 
this bill. However, while this question presented a problem, the 
committee was advised by the witnesses who testified on behalf of 
the Department of State that, as a practical matter, a law requiring 
diplomatic personnel to register would be, in fact, unnecessary because 
any foreign attachés, for example, who engage in activities considered 
by our Government to be detrimental to our national interests could 
be declared persona non grata and eould be required to leave the 
country. 

In addition, it was pointed out that the bill expressly declares that 
the names, status, and the duties of the foreign personnel exempted 
under these subparagraphs are to be made a ‘‘matter of record in the 
Department of State.” In other words, our State Department will 
know they are here, and what they are doing. The bill provides that 
they must not only be duly sponsored representatives of their own 
governments but must also be officially acknowledged by the United 
States. 

Concerning the other provisions of section 3, subparagraph (a) 
exempts those whose knowledge and training in foreign espionage 
tactics were derived from service with civilian, military, or police 
authorities in the United States. This exemption is considered a 
proper one since, no doubt, great numbers of veterans, members of 
police organizations and military personnel on active duty, would 
otherwise be required to register. Their registration, in addition to 
placing a tremendous administrative burden and workload on the 
Attorney General, would serve no really useful purpose and would 
result, somewhat, in duplications since, having obtained their espio- 
nage knowledge in the various State or Federal services of our Goy- 
ernment, their training and assignments are already matters of record, 
and information concerning such services could be obtained by our 
intelligence agencies if necessary. 

Subparagraph (b) exempts from registration those whose knowledge 
was obtained by reason of academic studies pursued independently 
and without connection with a foreign government or political party. 
This provision was adopted from section 20 (a) of the 1950 Internal 
Security Act and is continued herein in order to exempt a group 
concerning whom our intelligence agencies have no real interest. 

Subparagraphs (c) and (d) exempt those persons whose espionage 
and sabotage knowledge is derived from foreign sources but who are 
engaged in intelligence activity for the United States and who have 
either made a full written disclosure of their knowledge to the Depart- 
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ment of Justice or the Central Intelligence Agency, or whose knowledge 
is a matter of record in the files of those agencies, and concerning 
whom a written determination has been made that their registration 
would not be in the national interest. These exemptions are based 
upon sound reasons of national security so that those persons who 
were formerly connected with foreign espionage services and who have 
severed their former connections can be engaged by our Government 
for intelligence purposes without impairing their usefulness by public 
disclosures. 
ANALYSIS OF THE BILL 


Section 1 repeals section 20 (a) of the Internal Security Act of 1950 
(sec. 1 (c) (5) of the Foreign Agents Registration Act of 1938, as 
amended) which contains a definition of “agent of a foreign principal.” 

Section 2 requires every person who has a knowledge of or receives 
training in the espionage service or tactics of a foreign country or 
political party to register with the Attorney General under such 
regulations as he prescribes. 

Section 3 exempts certain persons from the registration require- 
ments of section 2. It exempts persons: 

(a) Who obtained knowledge of or received training in foreign 
espionage systems by reason of their service or employment with the 
United States Government or our individual State governments. 

(b) Who obtained knowledge solely by reason of their academic or 
personal interest in espionage problems. 

(c) Who made full disclosure of their training and assignments to 
officials of a United States Government agency having responsibilities 
in the field of intelligence, which disclosure has been made of record 
in the files of such agency and concerning whom the Attorney General 
or the Director of the CIA has made a written determination that 
such registration would not be in the interest of national security. 

(d) Whose training or service in foreign systems is a matter of 
record in the files of a United States Government agency having 
responsibilities in the field of intelligence and concerning whom the 
Attorney General or the Director of CIA has made a written deter- 
mination that such registration would not be in the interest of national 
security. 

(e) Who are accredited diplomatic and consular officers of foreign 
governments and their families. 

(f) Who are officials of foreign governments although not duly 
accredited diplomatic and consular officers, whose names and duties 
are on record in the State Department and their immediate families. 

(g) Who are staff personnel or employees of accredited diplomatic 
and consular offices and whose names and duties are on record in the 
State Department. 

(h) Who are officially sponsored representatives of foreign govern- 
ments in the United States for the purpose of conferring or cooperat- 
ing with United States intelligence and security personnel. 

(i) Who are foreign civilian and military personnel entering this 
country pursuant to arrangements made under mutual defense treaties 
or agreements or who have been invited to the United States at the 
request of a United States Government agency. 

(7) Who are representatives, officers, employees, and their families, 
of foreign governments serving with an international organization in 
the United States such as the United Nations. 









re 
ex 


tic 


ie i ele ok, re ei, ee 





CERTAIN PERSONS TRAINED IN FOREIGN ESPIONAGE SYSTEMS 7 


Section 4 requires the Attorney General to maintain a permanent 
record of all registration statements and to keep it open to public 
examination. 

Section 5 authorizes the Attorney General to promulgate regula- 
tions and to revise them from time to time. 

Section 6 (a) is a penal provision and provides for 5 years’ imprison- 
ment or $10,000 fine or both for anyone who willfully violates the 
sections of this act. 

Section 7 states that failure to register shall be a continuing offense 
for as long as such failure exists, notwithstanding any statute of limi- 
tation or other statute to the contrary. 

Section 8 provides that compliance with the provisions of this act 
will not relieve anyone from compliance with any other applicable 
registration statute. 

Section 9 is a separability section which provides that if any provi- 
sion of this act is held invalid, the remainder of the act will not be af- 
fected thereby. 

The following communications from the Office of the Attorney 
General, the Department of State, the Department of the Navy on 
behalf of the Defense Department, and the Central Intelligence 
Agency, were received, all recommending enactment of this legisla- 
tion. 


JANUARY 26, 1955. 
The Speaker, House or REPRESENTATIVES, 
Washington, D. C. 


Dear Mr. Speaker: The Foreign Agents Registration Act of 1938, as amended 
by section 20 (a) of the Internal Security Act of 1950, presently includes within 
the definition “‘agent of a foreign principal’ persons who have knowledge of or 
who have received assignment in foreign espionage or sabotage systems. How- 
ever, the remaining provisions of the act make it clear that the registration 
requirements are applicable only to those persons who are currently acting as 
agents. Hence, persons with past knowledge or training in the espionage, counter- 
espionage, or sabotage service or tactics of a foreign government or political 
party are under no obligation to register if they are not acting as agents of foreign 
principals. The presence of this provision as an integral part of the Foreign 
Agents Registration Act, which imposes the necessity of establishing an agency 
relationship or status before registration can be required, seriously impedes 
achieving the purposes and objectives sought in the enactment of this legislation. 

Furthermore, in administering the Foreign Agents Registration Act, the 
Department of Justice has attempted to make it clear that registration under 
the act in no way places any limitations on the activities which may be engaged 
in by an agent of a foreign principal and that there is no stigma attached to 
registration. The tenor and import of the statute are altered, however, by 
including within the definition of “agent of a foreign principal’? persons who 
have received training or assignment in foreign espionage or sabotage systems. 

For these reasons, it is recommended that the Foreign Agents Registration Act 
be amended by deleting from it any reference to persons who have received 
training or assignment in foreign espionage or sabotage systems and to substitute 
therefor a separate and distinct registration statute which would require 
the registration of such persons irrespective of any technical agency status or 
relationship. 

There is attached for your consideration a draft of a measure which would 
effectuate this recommendation. It will be observed that provision is made for 
the exemption of certain categories of persons from its registration requirements. 
—— exemptions have been concurred in by the Departments of State and 

efense. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this recommendation. 

Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General 
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Marcu 21, 1955. 
Hon. EMANvEL CELLER, 


Chairman, Commitice on the Judiciary, 
House of Representatives. 

Dear Mr. Cetter: Reference is made to your letter dated February 16, 1955, 
requesting an expression of the Department’s views with respect to H. R. 3882, 
to require the registration of certain persons who have knowledge of or have 
received instruction or assignment in the espionage, counterespionage, or sabotage 
service or tactics of a foreign government or foreign political party, and for other 
purposes. Reference is also made to the Department’s preliminary acknowledg- 
ment of your letter dated February 18, 1955. 

H. R. 3882, if it became law, would repeal section 20 (a) of the Internal Security 
Act of 1950 and enact in its place legislation intended better to accomplish that 
section’s purpose. The effect of section 20 (a) of the Internal Security Act of 
1950 was to include persons who have knowledge or training in foreign espionage 
or sabotage within the definition of persons who must register with the Attorney 
General, under the Foreign Agents Registration Act of 1938, as amended. 

The only provision in H. R. 3882 which directly relates to this Department’s 
responsibilities is section 3 (e)-(j). Subparagraphs (e), (f), and (j) exempt from 
registration duly accredited diplomatic and consular officers, certain other officials 
of foreign governments, and persons attached to international organizations in 
which the United States participates, together with members of their immediate 
families residing with them. Subparagraphs (g), (h), and (i) exempt staff em- 
plovees of diplomatie and consular officers, foreign representatives conferring or 
cooperating with United States intelligence or security personne], and members of 
the forces of NATO countries, and foreign civilian and military personnel invited 
to the United States for training purposes at the request of military department 
of the United States. Members of the families of persons exempt under sub- 
} aragraphs (g), (hb), and (i) are not exempt from registration. 

As the Attorney General stated in his letter to the Speaker of the House of 
Representatives dated April 20, 1954, recommending the enactment of such !egis- 
lation, these provisions were incorporatea with the concurrence of the Departments 
of Defense and State (H. Rept. No. 2017, 83d Cong., p. 5). 

Subparagraph (i) of section 3 of the bill contains specifie reference to the agree- 
ment regarding status of forces of parties of the North Atlantic Treaty. Since 
the preparation of the bill, the Manila Pact and the mutual defense treaties with 
the Republie of China and Korea have recently entered into force. The United 
States is also a party to certain other mutual defense treaties. The Department 
considers that subparagraph (i) of section 3 should be revised to omit the specific 
reference to the agreement regarding status of forees of parties of the North 
Atlantic Treaty and, instead, to provide in general language for the exemption of 
civilian and military personnel who enter this country pursuant to arrangements 
made under a mutual defense treaty or agreement or who have been invited to the 
United States at the request of an agenev of this Government. Accordingly, it 
is suggested that subparagraph (i) of section 3 be changed to read: 

“Who is a civilian or one of the military personnel of a foreign armed service 
coming to the United States pursuant to arrangements made under a mutual 
defense treaty or agreement, or who has been invited to the United States at the 
request of an ageney of the United States Government.” 

The Department also suggests that in subsection (j) of section 3, after the words 
international organization, there be inserted the words ‘in which the United 
States participates.” 

Such provisions are considered necessary in view of the requirements of inter- 
national law and practice, and in order to avoid the possibility of offending friendly 
foreign governments. It may be noted that, pursuant to section 3 of the Foreign 
Agents Registration Act (22 U.S. C. 613) and section 7 of the International Organiza- 
tions Immunities Act (22 U. 8. C. 288d), all such persons are presently specif- 
ically except from registering with the Attorney General, except members of the 
families of diplomatie and consular officers and other officials of foreign govern- 
ments not connected with international organizations. However, in practice, 
members of the families of such persons were not required to register with the 
Attorney General, as they were not ordinarily acting as an agent of a foreign 
principal, within the meaning of the Foreign Agents Registration Act. However, 
it is considered advisable that the proposed legislation specifically exempt such 
persons from registration, inasmuch as H. R. 3882 applies to all persons who have 
knowledge of or have received instruction in espionage, etc., irrespective of whether 
or not they are presently acting in an agency capacity. 
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In conclusion, the Department of State perceives no objection, from the stand- 
point of our foreign relations, to the enactment of the proposed legislation, inas- 
much as it contains appropriate exemptions for certain officials and employees of 
foreign governments and employees of international organizations admitted to 
this country for specific official purposes, together with certain members of their 
families. 

In order that this letter might be submitted at this hearing, it has not been 
cleared with the Bureau of the Budget. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF THE Navy, 
Orrice oF THE JupGE ApDvocaTe GENERAL, 
Washington 25, D. C., March 22, 1955. 
Hon. EMANvuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Cuairman: Your request for comment on the bill H. R. 3882, 
to require the registration of certain persons who have knowledge of or have 
received instruction or assignment in the espionage, counterespionage, or sabotage 
service or tactics of a foreign government or foreign political party, and for other 
purposes, has been assigned to this Department by the Secretary of Defense for 
the preparation of a report thereon expressing the views of the Department of 
Defense. 

The purpose of this measure is to repeal section 20 (a) of the Internal Security 
Act of 1950 (see. 1 (ce) (5) of the Foreign Agents Registration Act of 1938, as 
amended) and to enact a separate registration statute which will require the 
registration of those persons who have knowledge of, or have received instruction 
or assignment in, the espionage, counterespionage, or sabotage service or tactics 
of a government of a foreign country or a foreign political party, without regard 
to any present agency status of such persons. Section 3 makes provision for the 
exemption of certain categories of persons from the registration requirements of 
the bill. 

The Department of Defense considers that the proposed exemptions are 
desirable and if they are retained in the bill the Department of the Navy, on 
behalf of the Department of Defense, would interpose no objection to the 
enactment of H. R. 3882. 

This report has been coordinated within the Department of Defense in 
accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on H. R. 3882. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral USN, Judge Advocate General of the Navy 
(For the Secretary of the Navy). 


CENTRAL INTELLIGENCE AGENCY, 
OFFICE OF THE DIRECTOR, 


Washington, D. C., May 8, 1955. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
United States House of Representatives, 
Washington 25, D. C. 

Dear Mr. Cuarrman: Thank you for your letter requesting the views of this 
Agency on H. R. 3882, a bill to require the registration of certain persons who 
have knowledge of or have received instruction or assignment in the espionage, 
counterespionage, or sabotage service or tactics of a foreign government or 
foreign political party, and for other purposes. 

Insofar as section 102 (d) (3) of the National Security Act of 1947 (Public Law 
253, 80th Cong.) specifically prohibits the Central Intelligence Agency from any 
police, subpena, law-enforcement powers, or internal security functions, it would 
be inappropriate for this Agency to comment generally on H. R. 3882. However, 
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as sections 3 (c) and (d) of the bill specifically affect this Agency, direct comment 
on these two sections would be appropriate. 

Section 3 (c) of H. R. 3882 is, with some minor language changes, identical 
with certain provisions of section 20 (a) of the Internal Security Act of 1950. The 
provisions of section 3 (c) were originally included in the Internal Security Act of 
1950 at the request of CIA in order to protect certain intelligence sources and 
methods in the field of foreign intelligence which I am charged by law to protect. 
Therefore, as section 3 (c) is a reenactment of section 20 (a) of the Internal 
Security Act of 1950, which is presently on the statute books, we are anxious to 
have it continued in the present bill. 

Section 3 (d) of H. R. 3882 has been included by the Department of Justice at 
our request in order to protect certain additional intelligence sources, not covered 
by section 3 (c), by exemption from registration under the act. We consider this 
section to be quite important, and strongly recommend its enactment. 

Sincerely, 
ALLEN W. Du ttss, Director. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed by enactment of the bill here reported ; matter pro- 
posed to be stricken is enclosed in black brackets; new language is 
printed in italics: 


(64 Srar. 1005) 


Sec. 20. The Act of June 8, 1938 (52 Stat. 631; 22 U. S. C. 611-621), entitled 
“An Act to require the registration of certain persons employed by agencies to 
disseminate propaganda in the United States, and for other purposes’’, as amended, 
is herebv further amended as follows: 

[(a) Strike out the word ‘‘and” at the end of section 1 (c) (3), insert the word 
“and” at the end of section 1 (ce) (4). and add the following paragraph imme- 
diately after section 1 (c) (4): 

**(5) any person who has knowledge of or has received instruction or assign- 
ment in the espionage, counterespionage, or sabotage service or tactics of a 
government of a foreign country or of a foreign political party, unless such 
knowledge, instruction, or assignment has been acquired by reason of civilian, 
military, or police service with the United States Government, the govern- 
ments of the several States, their political subdivisions, the District of Co- 
lumbia, the Territories, the Canal Zone, or the insular possessions, or unless 
such knowledge has been acquired solely by reason of academic or personal 
interest not under the supervision of or in preparation for service with the 
government of a foreign country or a foreign political party or unless, by 
reason of employment at any time by an agency of the United States Govern- 
ment having responsibilities in the field of intelligence, such person has made 
full written disclosure of such knowledge or instruction to officials within such 
agency, such disclosure has been made a matter of record in the files of such 
agency, and a written determination has been made by the Attorney General 
or the Director of Central Intelligence that registration would not be in the 
interest of national security; 

(b)] 

(The remaining provisions of the bill constitute new law.) 
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May 19, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Eneue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 4663] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4663) to authorize the Secretary of the Interior 
to construct, operate, and maintain the Trinity River division, Central 
Valley project, California, under Federal reclamation laws, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 9, following the word “to” insert the word ‘“and”’. 

Page 2, line 13, following the word “County”’, change the period to 
a colon and add the following: 


Provided, That the Secretary is authorized and directed to continue to a con- 
clusion the engineering studies and negotiations with any non-Federal agency with 
respect to proposals to purchase falling water and, not later than 18 months from 
the date of enactment of this Act, report the results of such negotiations, including 
the terms of a proposed agreement, if any, that may be reached, together with 
his recommendations thereon, which agreement, if any, shall not become effective 
until approved by Congress. 


Page 3, following line 20, add the following new section 3. 


Sec. 3. The Secretary is authorized to investigate, plan, construct, operate, 
and maintain minimum basic facilities for access to, and for the maintenance of 
public health and safety and the protection of public property on, lands with- 
drawn or acquired for the development of the Trinity River division, to conserve 
the scenery and the natural, historic, and archeologic objects, and to provide for 
public use and enjoyment of the same and of the water areas created by these 
developments by such means &s are consistent with their primary purposes. The 
Secretary is authorized to withdraw from entry or other disposition under the 
public-land laws such public lands as are necessary for the construction, opera- 
tion, and maintenance of said minimum basic facilities and for the other purposes 
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specified in this section and to dispose of such lands to Federal, State, and local 
governmental agencies by lease, transfer, exchange, or conveyance upon such 
terms and conditions as will best promote their development and operation in the 
public interest. The Secretary is further authorized to investigate the need for 
acquiring other lands for said purposes and to report thereon to the Committee 
on Interior and Insular Affairs of the Senate and House of Representatives, but 
no lands shall be acquired solely for any of these purposes other than access to 
project lands and the maintenance of public health and safety and the protection 
of public property thereon without further authorization by the Congress. All 
costs incurred pursuant to this section shall be nonreimbursable and nonreturn- 
able. 

Page 3, line 21, renumber “Src. 3.” to read “Src. 4.” 

Page 4, line 11, strike the word “six” and insert in lieu thereof the 
word “eighteen’’. 

Page 4, line 12, renumber “Sec. 4.” to read “Src. 5.” 

Page 5, line 22, renumber “Sec. 5.” to read ‘Src. 6.” 

Page 6, line 4, strike the numeral “4” and insert in lieu thereof the 

z ’ 
numeral ‘5’, 
PURPOSE 


This bill would reauthorize the Trinity River division of the Central 
Valley project, California, to provide for modifications in both the 
physical plan and the operating plan. Construction of this addition 
to the Central Valley project would be for the primary purpose of 
meeting the most urgent need for irrigation water in the Sacramento 
and San Joaquin River Basins and for the additional purpose of 
supplying electric energy to meet the expanding power needs in 
northern California. 


HISTORY OF PRESENT PROPOSAL 


The Trinity River project was authorized under the 1939 Reclama- 
tion Act by a finding that it met the rigid requirements of that act, 
filed by Secretary of the Interior Chapman on January 2, 1953. 
Secretary Douglas McKay on February 17, 1955, approved the 
Trinity River project and recommended its construction in a supple- 
mental report. Commissioner of Reclamation Dexheimer, in his 
testimony before the House Committee on Interior and Insular 
Affairs on April 13, 1955, recommended immediate commencement of 
construction of the Trinity River project. The State engineer of 
California, in his official comments on April 9, 1953, approved the 
project report and urged its immediate authorization and construction. 
The Governor of California, Goodwin Knight, on April 14, 1955, wired 
the House Committee on Interior and Insular Affairs reaffirming the 
State’s official position in support of the immediate commencement of 
construction. 

Since 1942 more than $572,000 has been spent by the Bureau of 
Reclamation in planning and preliminary engineering related to con- 
struction of the project, and the current budget submitted by the 
President contains an additional $400,000 for continuing the advanced 
planning for this project. 

The Trinity development has been under study by various agencies, 
including the State of California and the Federal Power Commission, 
since 1923. It was included in the California State water plan in 
1931. In 1942 the Bureau of Reclamation started intensive study 
looking toward the authorization and construction of the project. 
The feasibility report was completed in 1951 and is the basis of action 
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taken by Secretary of the Interior Chapman which is referred to 
hereinbefore. 

The present bill, herein reported on, in addition to its sponsorship 
by the Secretary of the Interior, by Governor Goodwin Knight of 
California and by the State water agency, is coauthored in bills for a 
similar purpose by Congressmen Hagen, Sisk, and Moss and by 
Senators Kuchel and Knowland of California. 

Detailed studies subsequent to authorization of the Trinity River 
division have resulted in the Department of the Interior recommending 
certain modifications in the physical plan for the development. The 
present plan, including the recent modifications recommended by the 
Department and the resulting changes in the project economic and 
repayment aspects, is described in the Department’s supplemental 
report dated July 1954. 

The Irrigation and Reclamation Subcommittee of the 83d Congress 
held field hearings on the Trinity project in Redding, Calif., in April 
1954. Additional hearings were held on April 13, 14, and 15, and on 
May 3 and 16 of this year in Washington on the legislation herein 
reported. 

This bill would authorize the plan of development which the De- 
partment now recommends and, in addition, sets out certain operating 
requirements and provides for financial assistance to Trinity County 
in meeting costs attributable to the construction activities in the area. 


NEED FOR THE TRINITY PROJECT 


In the words of California’s Governor Knight: 


Immediate authorization and construction of the Trinity River project is 
required to forestall increasing economic losses due to water shortages. 


In the words of Commissioner of Reclamation Dexheimer: 


The Trinity River division is urgently needed to supply additional water to 
the Central Valley project for use in both the Sacramento and San Joaquin 
River Basins. 

The Central Valley project, as presently authorized and under 
construction, must have additional water for a firm supply under full 
development. The need for this additional water is developing rapidly 
and if this need is to be met in time to forestall serious losses, the 
construction of the Trinity project must be undertaken immediately. 

Along the west side of the San Joaquin Valley, where a portion of 
the Trinity water is proposed to be used, the water situation is rapidly 
reaching a critical stage. Large areas are experiencing an alarming 
drop in ‘the ground-water table ‘and will go out of production in a very 
few vears unless additional water supplies are imported to the area. 

There is also a real need for the electric power and energy which 
will be made available from the Trinity River division to meet the 
ever-expanding power demands in northern California. 

The committee concludes from the reports of the Department of the 
Interior and the State of California and from the testimony given the 
committee during its hearings on the project that there is immediate 
need for supplementary sources of irrigation water supply for the Cen- 
tral Valley and for increased electric capacity in northern California. 
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PLAN OF DEVELOPMENT 


The Trinity River division, in Trinity and Shasta Counties in north- 
western California, consists of Trinity dam, reservoir, and power- 
plant; Lewiston diversion dam, reservoir, and powerplant; Tower- 
house tunnel, powerplant, and diversion dam; and Matheson tunnel 
and powerplant. The general plan proposes the diversion of water 
from the Trinity River Basin into the Sacramento River Basin of the 
Central Valley. Trinity Reservoir on the Trinity River would be the 
major storage facility, having a capacity of 2,500,000 acre-feet. 
Lewiston Reservoir, a short distance downstream from Trinity Reser- 
voir, would reregulate the flows from Trinity Reservoir for diversion 
eastward through Towerhouse tunnel and for downstream uses, espe- 
cially for fish purposes. The diverted water would flow through Tower- 
house tunnel and drop through Towerhouse powerplant into Clear 
Creek. Towerhouse diversion dam on Clear Creek just below the 
powerplant would divert water through Matheson tunnel from which 
it would drop through Matheson powerplant and into the existing 
Keswick Reservoir on the Sacramento River. The works authorized 
would also include irrigation facilities to serve approximately 20,000 
acres east of Redding. 

The Trinity River division would be integrated physically with the 
Central Valley project and its operation would be coordinated with 
that of other features of the Central Valley project. Under the plan 
of development and operation an average of 704,000 acre-feet of 
Trinity River water would be diverted annually to the Sacramento 
River Basin. This amount, when coordinated with the operation of 
the Central Valley project system, would provide about 1,190,000 
acre-feet of water for additional use in the Central Valley. Of this 
1,190,000 acre-feet, about 665,000 acre-feet would be used annually, 
under the plan, to meet the ultimate needs of the Sacramento canals 
service area, comprising about 200,000 acres, and about 525,000 acre- 
feet annually would be available for use on lands of the west side of 
the San Joaquin Valley. The total installed hydroelectric power 
capacity proposed in the plan would be 233,000 kilowatts, which would 
increase the Central Valley project energy by over 1 billion kilowatt- 
hours annually. 

The fishery resources of the Trinity River are an asset to the Trinity 
River Basin as well as to the whole north coastal area. Accordingly, 
the Trinity River development has been planned with a view to main- 
taining and improving fishery conditions. The legislation requires 
that the project be operated so as to insure the preservation and 
propagation of fish and wildlife and sets out minimum flows to be 
maintained below the Trinity diversion point and below the Clear 
Creek diversion point. 

With respect to the transmountain diversion of water from the 
Trinity River Basin to the Central Valley, the committee notes that 
such diversion is approved by the State of California. The committee 
notes also that both the State and the Bureau of Reclamation con- 
clude that there is available for importation from the Trinity River, 
water that is surplus to the present and future water requirements of 
the Trinity and Klamath River Basins, and that surplus water, in 
the amount proposed in the Trinity division plan, can be diverted 
from the Trinity River to the Central Valley without detrimental 
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effect to the fishery resources. ‘The committee believes it unnecessary 
to await the final results of studies presently underway to determine 
precisely the future water requirements in the Klamath River Basin 
before going ahead with this relatively small diversion compared to 
the average amount wasting to the Pacific Ocean from the basin each 
year. 

ECONOMIC ASPECTS 


The estimated cost of the Trinity River division, including the 
irrigation facilities east of Redding, is about $225 million. For all 
practical purposes, all of this amount would be reimbursable. Only 
$215,000 for recreational facilities and $47,000 for fish-protection 
facilities would be nonreimbursable. About $68 million is allocated 
to irrigation and about $156.5 million is allocated to power. The 
Trinity River division would be integrated financially with the 
authorized features of the Central Valley project. Under the re- 
payment plan, the power allocation would be completely repaid by 
1988 or within 26 years after the last power unit was placed in opera- 
tion. All reimbursable costs allocated to irrigation would be repaid 
within 50 years including development period. 

The economic justification for the Trinity River division has been 
determined by comparing annual benefits from the development with 
annual Federal costs. This economic analysis indicates that the 
development would be an outstanding one from an economic stand- 
point. The primary benefits alone exceed the costs in a ratio of 1.86 
to 1, and when indirect benefits are included, the benefit-cost ratio 
becomes 3.31 to 1. 


POWER COMPANY'S PROPOSAL 


The Pacific Gas & Electric Co. has submitted to the Department 
and to the committee a proposal whereby the company would con- 
struct the power facilities and pay the Federal Government annually 
for the falling water. 

The Department of the Interior has made no final recommendation 
on the Pacific Gas & Electric proposal because the engineering and 
economic studies, together with the negotiations incident to that 
proposal, are incomplete. The committee, therefore, inserted lan- 
guage in this bill directing the Department of the Interior to continue 
its studies and negotiations, and to report the result thereof to the 
Congress not later than 18 months after enactment, together with its 
recommendations thereon. 


TRINITY COUNTY BENEFITS 


The legislation authorizes payments to Trinity County for addi- 
tional costs of Government attributable to construction activities in 
the county, and authorizes an annual in-lieu taxpayment equal to 
the loss of taxes to the county. The committee believes that these 
payments, although not normally authorized for reclamation projects, 
are warranted in this instance. The Federal Government owns 
approximately 90 percent of the land area in Trinity County and the 
county would, without question, be unduly burdened by the construc- 
tion activities in the area and the loss of tax revenues. 
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ANALYSIS OF THE BILL 


Section 1 of the bill gives its purpose and scope. It sets out the 
works which would be authorized to be constructed. The language is 
sufficiently broad to permit modification in the conveyance-system 
plan including storage on Clear Creek if final studies indicate such 
modification would improve project feasibility and permit develop- 
ment of additional lands in Shasta County. The power facilities are 
authorized to be constructed by the Federal Government. However, 
a proviso is included, which authorizes and directs the Secretary to 
continue to a conclusion the negotiations with the Pecifie Gas & 
Electric Co. with respect to its proposal for the purchase of falling 
water and to report to the Congress within 18 months the results of 
such negotiations together with his recommendations thereon. Any 
agreement which may be reached could not become effective until 
approved by the Congress. In the absence of such approval, Federal 
construction of the power facilities could proceed. 

Section 2 of the bill provides that the Trinity River division be 
integrated and coordinated with other features of the Central Valley 
project from both a financial and an operational standpoint. With 
respect to the project operation, section 2 also requires the Secretary 
to adopt appropriate measures to insure the preservation and propa- 
gation of fish and wildlife and sets out certain minimum flow require- 
ments during certain months to accomplish this. Section 2 further 
provides that allocations of cost to the preservation and propagation 
of fish and wildlife shall be nonreimbursable. 

Section 3 of the bill gives the Secretary authority to plan, construct, 
and operate minimum basic facilities for recreational and other related 
purposes. ‘This section authorizes the Secretary to withdraw public 
lands that are necessary for the construction of such facilities and to 
dispose of these lands to Federal, State, or local governmental agencies 
upon terms and conditions that will best promote their development 
and operation in the public interest. However, no lands may be 
acquired solely for the purposes of this section, other than access to 
project lands, the maintenance of public health and safety, and the 
protection of public property thereon without further authorization 
by the Congress. The cost of constructing and operating these basic 
facilities would be nonreimbursable. 

Section 4 of the bill provides for marketing the electric energy 
attributable to the Trinity River division in accordance with the 
power preferences expressed in Federal reclamation laws, except that 
a first preference to the extent of 25 percent of the energy is given 
to preference customers in Trinity County. These Trinity County 
preference customers may exercise their right to this energy when it 
first becomes available or upon the same date in each successive fifth 
year thereafter, providing they give written notice of their intention 
to take the energy not less than 18 months prior to said date. 

Section 5 of the bill authorizes payments to Trinity County of 
additional costs of government incurred during the period of con- 
struction that are attributable to the construction activities in the 
area, including the cost for (1) Police, hospital, and welfare facilities; 
(2) repair, maintenance, and replacement of existing roads; and (3) 
establishment of new roads. Section 5 also authorizes the Secretary 
to pay to Trinity County annually an in-lieu taxpayment equal to the 
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loss in taxes to Trinity County from real property and improvements 
taken for project purposes. 

Section 6 of the bill sets out the amount authorized to be appro- 
priated for construction of the Trinity River division. 


DEPARTMENT’S REPORT 


The Department’s report on the Trinity River division is included 
in its report on H. R. 105, a bill to authorize both the Trinity River 
division and the San Luis unit of the West San Joaquin division of 
the Central Valley project. The report on H. R. 105, so far as it 
pertains to the Trinity River division, can be considered as the 
Department’s report on H. R. 4663. The report follows: 


DePaRTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 12, 1955. 
Hon. Cuatr ENG LE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Enate: You have requested a report from this Department on 
H. R. 105, a bill to authorize the Secretary of the Interior to construct, operate, 
and maintain as additions to the Central Valley project, California, the Trinity 
River division and the San Luis unit of the West San Joaquin division. 

As an interim response to this request, there are enclosed copies of our proposed 
report on the Trinity River division, Central Valley project, California, dated 
January 19, 1955, and of two attachments to that report entitled ‘“Supplementary 
Report, Trinity River Division, Central Valley Project, California’? and ‘‘Adden- 
dum to Supplementary Report * * * Trinity River Division, Central Valley 
Project, California” dated March 1954 and January 1955, respectively. These 
documents are now before officials of the States of California and Oregon and of 
various Federal agencies for review. After their review has been completed and 
the comments received have been considered here, we will be in a position to advise 
you more fully than we now can with respect to the Trinity River division portion 
of H. R. 105. Our final report on the portion of the bill Cealing with the San Luis 
unit of the West San Joaquin division of the project will necessarily be somewhat 
further delayed. A planning report on that development is now in preparation, 
Until it has heen completed and reviewed by the State of California and by inter- 
ested Federal agencies, we will not be in a position to do more than furnish a 
sketch of this proposed development to your committee. 

The physical plan for development of the Trinity River division is set forth in 
the attached report thereon. It is unnecessary, therefore, to repeat it here. 
Suffice it to sav that the works which would be authorized if H. R. 105 is enacted 
in‘its present form are, for the most part, those contemplated in our report. One 
exception is the Redding-Cow Creek works covered in H. R. 105, page 2, lines 
16 to 23. Detailed investigations on the feasibility of these proposed works have 
not been made. We can only report at this time that such studies as have been 
made indicate that to provide water service to the area involved at a price the 
water users could afford to pay would require a considerable but as yet indetermi- 
nate amount ef financial assistance. Another possible exception is the single- 
purpose hydroelectrie works of the Trinity division. A firm conclusion has not 
vet been reached on the relative merits of Federal construction and of non-Federal 
construction of these works. If it should be concluded that it would be more 
desirable for these works to be undertaken by a non-Federal ageney than by the 
Government, or to leave the question of the proper construction agency to be 
decided later, the text of H. R. 105 could be amended accordingly. 

The need for the additional water supplies which construction of the Trinity 
division, either under its existing authorization (H. Doe. 53, 83d Cong.) or under 
the enlarged authorization contemplated in H. R. 105 and in our report of January 
19 is emphasized by the congressional authorization of the Sacramento Vailey 
canals as part of the Central Valley project (act of September 26, 1950, 64 Stat. 
1036). It is anticipated that full development of the Sacramento canals unit, 
which is now under construction, will require diverted Trinity River division water. 
This was pointed out in the Department’s report on the unit (H. Doc. No. 73, 
83d Cong.) wherein it was stated that ‘* * * the Trinity River division works 
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are required as a physical means of providing the water supply needed over the 
long run for the Sacramento canals unit” (p. vii) and that ““* * * the Sacramento 
canals unit has engineering feasibility on the batis that the Trinity River division, 
upon which the canals unit is dependent for a firm water supply * * * will be 
authorized and constructed” (p. xi). In addition the importance of imported 
water to the San Joaquin River Basin, where large areas are experiencing an 
alarming drop in the ground-water table as a result of pumping, cannot be over- 
emphasized. 

The following listing shows those facilities which in the presently proposed 
plan are different from the plan on which the existing authorization was based. 
All features not listed are essentially the same under the two plans. 





Feature New plan |Previous plan 









__acre-feet. | 2, 500, 000 1, 800, 000 


Trinity Reservoir capacity .....................- 
Trinity powerplant, installed ec: apacity - - ywatt-hours_. 90, 000 75, 000 
Steam plant and subsidiary transm ission facilities.........--.-.------- do.... None 70, 000 





The changes in the facilities from those previously recommended have resulted 
from additional information and from suggestions made by public agencies which 
commented on the earlier report. On an average annual basis, the somewhat ex- 
panded plan would divert 704,000 acre-feet of Trinity River water to the Sacra- 
mento River Basin. When coordinated with the Central Valley project system, 
it would provide 1,190,000 acre-feet for additional use in the Central Valley project. 
(Comparable figures for the previous plan are 660,000 acre-feet and 1,010,000 
acre-feet, respectively.) Of these 1,190,000 acre-feet, 665,000 acre-feet would be 
used to meet the ultimate needs of 205,400 net acres in the authorized Sacramento 
canals unit of the Central Valley project and 525,000 acre-feet would be available 
for use on other lands in the Central Valley such as those of the potential San Luis 
unit. The new total installed hydroelectric power capacity contemplated by 
H. R. 105 and our report would be 233,000 kilowatts as compared to 218,000 kilo- 
watts under the old plan. It is expected that this larger installed capacity of 
233,000 kilowatts will increase the Central Valley project energy by 1,067 million 
kilowatt-hours annually. 

The Trinity River division would be integrated physically and financially with 
the Central Valley project. All reimbursable costs would be repaid within 50 
years after the last feature of the division is constructed. The estimated cost of 
the Trinity River division based on January 1954 prices is $219,280,000, assuming 
that the Federal Government builds the power facilities. Under the alternative 
plan for non-Feceral construction of these facilities, the Government’s ecst of con- 
structing the Trinity River division is estimated at approximately $154,400,000. 
Substantially these entire amounts would be reimbursable. Both of them include 
$215,000 for minimum recreation facilities which we recommended be provided at 
Trinity and Lewiston Reservoirs but they do not include the amounts required 
for the acquisition of approximately 1,200 acres of land adjacent to the reservoir 
areas primarily for recreation purposes and principally in connection with the pro- 
vision of the minimum facilities. They also include $47,000 for fish-protection 
facilities. Both of these items should be treated as nonreimbursable. Further 
consideration will be given to the fish and wildlife allocation at the time of prepara- 
tion of the definite plan report in light of the applicable policies and provisions of 
the act of August 14, 1946 (60 Stat. 1080). 

Public hearings have disclosed the large majority of California interests recog- 
nize the value of adding the Trinity River division to the Central Valley project 
and are anxious that the division be constructed. The few opposed interests who 
reside downstream in the Klamath River Basin are concerned over their future 
water needs. Our studies, however, indicate that the proposed diversion would 
utilize only a small percentage of the water now wasting into the Pacific Ocean 
from the Klamath River watershed. These studies also disclose that the rela- 
tively small amount of water that would be diverted would not affect future 
development of either the Trinity River Basin or the Klamath River Basin down- 
stream since water in those areas would be more than adequate to satisfy future 
needs. The Trinity division’s ratio of primary benefits to tota! cost is 1.86 to 1. 
Total benefits resulting from the development would outweigh the cost in a ratio 
of 3.31 to 1. 

The fishery resources of Trinity River are an asset to the Trinity River Basin 
as well as the whole northern coastal area. Accordingly, the Trinity River 
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development has been and should be planned with a view to maintaining and 
improving fishery conditions. The schedule of water releases for Trinity River 
flow below Lewiston diversion dam and for Clear Creek flow below towerhouse 
diversion dam used in House Document No. 53, 83d Congress, was recommended 
by the Fish and Wildlife Service and accepted by this Department. House 
Document No. 147, 83d Congress, indicates that the California Department of 
Fish and Game concurs, in substance, in that recommendation. 

The flows set out in House Document No. 53, however, are not the same as 
those prescribed in section 2 of H. R. 105. The flow schedule proposed by the 
Fish and Wildlife Service is predicated on the seasonal needs of the fishery 
resources. Since flows should vary in accordance with estimated requirements, 
the Service-proposed flow schedule is preferable to the flat minimum flow require- 
ment for the months of July through November below Lewiston diversion dam 
prescribed in H. R. 105, and it is desirable that the minimum flows adopted by 
the Department for other periods of the year be incorporated in the legislation, 
Room should also be left in any legislation that is enacted for modification in the 
light of experience. Since the Secretary of the Interior will necessarily be charged 
with overall responsibility for the project, including particularly its financial 
aspects, it is our belief that it must also be his responsibility to determine, in 
accordance with statutory standards laid down by Congress and after consultation 
with appropriate State officials, what modification if anv should be made. We 
suggest, therefore, that the language of the proviso beginning on page 3, line 24 
of the bill be modified to read as follows: 

“Provided, That the Secretary is authorized and directed to adopt, with respect 
to the Trinity River division, measures which, in his judgment, are appropriate 
to insure the preservation and propagation of fish and wildlife including, but not 
limited to, the maintenance of the flow of the Trinity River below Lewiston 
diversion dam and the flow of Clear Creek below Tower House diversion dam in 
accordance with schedules set forth on pages 77 and 79 of House Document No. 
53, 83d Congress, unless, after consultation with the California Fish and Game 
Commission, he determines that different flows would be adequate for maintenance 
of fish life and the propagation thereof. The Secretary shall allocate to the 
preservation and propagation of fish and wildlife an appropriate share of the cost 
of constructing the Trinity River development, as provided in the act of August 
14, 1946 (60 Stat. 1080), and of operating and maintaining the same, such costs 
to be nonreimbursable and nonreturnable.”’ 

In view of the inclusion of basie recreational facilities in the Trinity River plan, 
it is suggested that a new section be added to H. R. 105 after its present section 3 
to read as follows: 

“Sec. ———. The Secretary is authorized to investigate, plan, construct, operate, 
and maintain minimum basic facilities for access to, and for the maintenance of 
public health and safety and the protection of public property on, lands withdrawn 
or acquired for the development of the Trinity River division and the San Luis 
unit projects, to conserve the scenery and the natural, historic, and archeologic 
objects, and to provide for public use and enjoyment of the same and of the water 
areas created by these developments by such means as are consistent with their 
primary purposes. The Secretary is authorized to withdraw from entry or other 
disposition under the public land laws such public lands as are necessary for the 
construction, operation, and maintenance of said minimum basic facilities and for 
the other purposes specified in this section and to dispose of such lands to Federal, 
State, and local governmental agencies by lease, transfer, exchange, or convey- 
ance upon such terms and conditions as will best promote their development and 
operation in the public interest. The Secretary is further authorized to investigate 
the need for acquiring other lands for said purposes and to report thereon to 
the Committees on Interior and Insular Affairs of the Senate and House of Repre- 
sentatives, but no lands shall be acquired solely for any of these purposes other 
than access to project lands and the maintenance of public health and safety 
and the protection of public property thereon without further authorization by 
the Congress. All costs incurred pursuant to this section shall be nonreimbursable 
and nonreturnable.” 

Section 3 of the bill deals with a preferred right on the part of customers in 
Trinity County to purchase a portion of the increased output of the Central 
Valley project made possible by the Trinity River development powerplants. 
If the San Luis unit is authorized, the energy available for commercial sale from 
the Central Valley project power system, even including a Government-built 
Trinity power development, will be decreased below its output without Trinity 
and San Luis. This decrease will result from the use of energy for San Luis 
pumping loads. In this circumstance, the preference expressed in section 3 of 
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the bill will be meaningless. If, on the other hand, the San Luis unit is not con- 
structed, there will be a significant increase in the amount of power available for 
commercial sale and the preference will be important From an administrative 
viewpoint, the provision giving Trinity County preference customers a right to 
exercise an option to purchase project power in each successive fifth year upon 
6 months’ prior notice would impose restrictions on alternative sales to other 
markets at firm rates. The 6 months’ notice provision should, we believe, be 
changed to not less than 30 months in order that interim purchasers of power could 
be provided adequate notice in which to arrange for power from alternative sources. 

Section 4 of the bill would, in addition to authorizing appropriations for con- 
struction of the Trinity River development, provide that such appropriations and 
gross revenues from the development shall be available and used for in-lieu-of-tax 
payments to Trinity County and for payments to the county for certain additional 
costs of Government, including police, school, hospital, and welfare facilities and 
for the repair, maintenance, and replacement of roads and establishment of new 
roads. We question the wisdom of some of the items and the desirability of im- 
posing on the Trinity development terms more onerous than or different from those 
generally applying to other reclamation projects. 

More particularly, it appears to us that the matter of payments to Trinity 
County in lieu of taxes should await consideration by the Congress of general 
legislation establishing Federal policy with respect to payments to States and 
local governments on account of real property and improvements thereon. Such 
legislation is proposed in various bills now pending before the Congress. It will 
be possible at that time to weigh the generai question of the benefits of Federal 
construction activities to local communities against their added costs. Similarly, 
we question the provisions of section 4 insofar as they would charge to the Trinity 
River development, and thus to California water and power users, the cost of 
new roads that are not required for project purposes or to replace existing roads 
damaged or destroyed by the project. Such a requirement would extend the 
liability of the United States beyond the present requirements of law. 

While, as has already been indicated, we are currently preparing a feasibility 
report on the San Luis unit and cannot recommend its authorization at this time, 
it may be helpful to your committee to have a sketch of our present information 
with respect to it. 

Our studies to date indicate that, as an addition to the Central Valley project, 
the San Luis unit is feasible both from an engineering and financial viewpoint. 
Its water supply would be obtained in part from surplus winter flows of the 
Sacramento and San Joaquin Rivers that now waste into the ocean and in part 
from water made available as a result of the Trinity River diversion. 

New Federal facilities as presently contemplated would consist of the San 
Luis Dam, Reservoir, and pumping plant, San Luis Canal, F -asant Valley 
pumping plant, Pleasant Valley Canal, relift pumps, and necessary electric 
transmission system. 

San Luis Reservoir, the principal storage facility for the San Luis unit, would 
be filled primarily by pumping water from the Delta-Mendota Canal during 
winter months. Water stored in San Luis Reservoir and pumped directly into 
San Luis Canal would be used to supply 440,000 acres of productive land on the 
west side of the San Joaquin Valley. Much of this area is now in urgent need 
of additional water supply because of the rapid lowering of existing ground-water 
supplies. Urgently needed municipal water would also be made available by 
this development. 

It is currentiy estimated that the required Federal expenditure for the San 
Luis unit would amount to approximately $229 million, all of which would be 
reimbursable. Through financial integration with the Central Valley project, 
the enlarged project would show payout of all reimbursable features within 50 
years after completion of construction of the San Luis features. 

We are informed that there is a particular urgency for your committee to have 
this report and that hearings on the Trinity River division will commence April 
13. In view thereof, this report is being submitted prior to clearance through 
the Bureau of the Budget and we are not in a position to advise you concerning 
its relation to the program of the President. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior. 
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SUMMARY OF CONCLUSIONS AND RECOMMENDED ACTION 


The Committee on Interior and Insular Affairs concludes that the 
Trinity River division, as it would be authorized by enactment of 
H. R. 4663, as amended, is physically and economically feasible, that 
it is urgently needed and that construction should be undertaken at 
the earliest possible date. The committee recommends that H. R. 
4663, as amended, be enacted. 
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DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, FISCAL YEAR 1956 





May 19, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Preston, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H: R; 6367) 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Department of Commerce and Related Agencies for the fiscal year 
1956. 

APPROPRIATIONS AND ESTIMATES 


The bill provides appropriations for the Department of Commerce, 
the Panama Canal, the Advisory Committee on Weather Control, the 
St. Lawrence Seaway Corporation, and the Tariff Commission. 

The budget estimates forming the primary bases of consideration 
by the Committee will be found in the budget for 1956 on the following 


pages: 

Agency Pages oj the budget document 
Deer tenant af Gommetee oc, Fh ec Shc bcadawes 442-502, inclusive 
Advisory Committee on Weather Control.............-...-.-------- 38 
St. Lawrence Seaway Corporation. ....._........--.--.------------ 203-206 
TE CH ns soe oa oe a bee Dee ae ae 149-150 
er ee IID ois a wreck So ene io oo ea 635-638 ; 641-650 


The Committee also considered estimates contained in House 
Document No. 126, dated April 13, 1955. 


74009°—57 H. Rept., 84-1, vol. 3——3 


ee ee eee 


owe estes oe ee tee 








2 COMMERCE AND RELATED AGENCIES APPROPRIATIONS, 1956 


The following table summarizes the amounts recommended in the 


bill in comparison with the corresponding budget estimates and 1955 
appropriations: 





| | Bill compared with— 
: i he es 
Department or agency ——_ aaa, mended, 
Peers _ 1956 1955 appro- 1956 
priation estimates 














Title I—Department of Com- | 
ct ae an RE a ie $1, 130, 632, 746 $1, 347, 800, 000 $1, 103, 560,000' —$27, 072, 746 —$244, 240, 000 











Title II—The Canal Zone._-----| "15,433,000," 16,898,000," 16, 300,000 +867, 000 —598, 000 
Title Il]—Independent agen- H } | 
ONS ae eee he 1,447,000} 1, 695, 000] 1, 575, 000 +128, 000 —120, 000 
otal eso ee he 1, 147, 512, 746) 1, 366, 393, 000| 1,121, 435,000 —26, 077,746] —244, 958, 000 
| 


| ' 





A tabulation is presented at the end of this report setting forth the 
figures for each agency and each appropriation. 


TITLE I—DEPARTMENT OF COMMERCE 


The budget estimates for the Department of Commerce for the 
fiscal year 1956, including funds for the Civil Aeronautics Board, 
total $1,347,800,000. Comparable appropriations for the fiscal year 
1955 amounted to $1,130,632,746. Amounts recommended in the 
accompanying bill are $1,103,560,000, a reduction of $27,072,746 
below 1955 appropriations and $244,240,000 in the 1956 budget 
estimates. The major portion of the reductions are in two agencies, 
the Maritime Administration, and the Bureau of Public Roads. 


OFFICE OF THE SECRETARY 


The Committee recommends a total of $2,172,000 for the coming 
fiscal year, an increase of $122,000 over the appropriation for 1955 
and a reduction of $128,000 in the 1956 budget estimate. The 
increase over 1955 covers the transfer of the Defense Air Transport 
Administration from the Business and Defense Services Administra- 
tion to the Secretary’s Office. The net effect of the Committee 
action is to continue the 1955 level of operation into 1956. 


BUREAU OF THE CENSUS 


Salaries and expenses.—The sum of $6,200,000 is recommended for 
1956, a reduction of $1,200,000 in the budget estimate. The amount 
proposed will permit the Bureau to continue operations at the 1955 
level. 

Census of agricuiture—The Committee recommends a total of 
$5,500,000 to complete the 1954 Census of agricuiture in 1956. This 
project was initiated with $16,000,000 appropriated in fiscal year 1955. 
The amount recommended for 1956 is a decrease of $500,000 in the 
budget estimate. 

Censuses of business, manufactures, and mineral industries —The 
sum of $4,000,000 is recommended to complete these censuses. The 
censuses were taken with funds appropriated in the fiscal vear 1955. 


The amount proposed is a reduction of $655,000 in the budget 
. pro} f 
estimate. 
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14, 958, 000 








th the 


r the 
soard, 
| year 
n the 
2,746 
udget 
ncies, 


ming 
1955 
The 
sport 
istra- 
ittee 


d for 
ount 
1955 


1 of 
This 





COMMERCE AND RELATED AGENCIES APPROPRIATIONS, 1956 3 


CIVIL AERONAUTICS ADMINISTRATION 


Operation and regulation—This is a new appropriation which 
covers activities formerly financed under the headings “Salaries and 
expenses” and “Technical development and evaluation”. In addition 
it carries the administrative funds for the programs ‘Establishment 
of air-navigation facilities’ and “Grants-in-aid for airports” which 
were formerly provided under those two main appropriations. The 
comparable amounts available for the fiscal year 1955 for activities 
financed from the new consolidated appropriation are as follows: 


MAIMPION GNC CROAIWORE ccs a... os:4cny dh ean ed anata hondnae $98, 730, 000 
Technical development and evaluation. -__.--.------------------- 700, 000 
Establishment of air navigation facilities (administrative costs)...._ 1, 831, 734 
Federal-aid airport program (administrative costs)...------------ 1, 850, 000 

ROU c5e2 eis es das cee sen dh eae eisaceeeoae 103, 111, 734 


The amount recommended for 1956, $103,000,000, will permit con- 
tinuation of the activities financed under this heading at approximately 
the same level as was authorized for the fiscal year 1955. The Com- 
mittee recommends that the reduction in the budget estimates of 
$3,150,000 be epplied by the Administration in such a manner that 
safety in aviation will not be affected. It believes that the $100,000 
requested for an aviation medical standards survey and the $40,000 
requested for a project to transfer safety responsibility to industry 
can be eliminated without affecting aviation safety. 

Establishment of air-navigation facilities—The bill includes 
$18,500,000 for this program for the coming fiscal year. While this is 
a decrease of $4,500,000 in the budget estimate, it does provide an 
increase of $15,331,734 over funds for 1955, when adjustments for 
administrative costs are taken into account. The Committee feels 
this amount is adequate to meet the need for additional facilities on 
the federal airways of the country in the coming year. 

In addition the Committee has recommended the budget estimate 
of $7,000,000 for the liquidation of prior contract authorization for 
this program. This action will fully liquidate all outstanding contract 
authorizations for this purpose. 

Grants-in-aid for airports —The Committee recommends a total of 
$20,000,000 for 1956, an increase of $9,000,000 in the budget esti- 
mate. In view of the transfer of nearly $2,000,000 in administrative 
expenses to the new appropriation “Operation and regulation”, the 
amount proposed represents a continuation of this program at virtually 
the same level as was authorized for 1955. The Committee feels that 
the need for more adequate airports throughout the country, together 
with the evidence of demand on the part of the communities and other 
local bodies cooperating in the program, fully support the recom- 
mended increase of $9,000,000. Testimony presented to the Com- 
mittee indicates that local communities have pledged over $100,000,000 
which has not yet been matched with federal funds. ‘Testimony also 
indicates that many cities are paying interest on bonds issued several 
years or more ago to raise funds to participate in this program. The 
Committee believes that this program should be continued at a 
faster rate than proposed by the 1956 budget, if the local communities 
are to be expected to continue to cooperate. Further, it is uneco- 
nomical to continue to appropriate funds in small amounts. 
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While the Committee is in full agreement with this program and is 
endeavoring to support it with adequate funds, it believes that every 
effort must be made to make certain that they are used wisely and 
effectively. It is felt that the present formula prevents development 
of smaller airports and operates to the advantage of airports in larger 
metropolitan areas. It is believed that the formula should be revised 
and consideration should be given in justifiable cases to smaller 
airports and in certain cases where operating facilities are involved. 

An appropriation of $7,500,000 is also included in the bill for the 
liquidation of prior contract authorization under this program. The 
amount will completely liquidate all contract authorization granted 
for this purpose during prior years. 

Washington National Airport—The Committee recommends an 
appropriation of $1,350,000 for maintenance and operation of the 
airport during 1956. This is a decrease of $65,000 in the budget 
estimate, but will permit the continuation of its operations at the same 
level as authorized for 1955. 

In addition the sum of $525,000 is proposed for construction, alter- 
ations and repairs at the airport. This will provide improvements as 
follows: installation of additional gasoline storage facilities, $225,000; 
apron paving, $115,000; construction of additional baggage facilities, 
$70,000; standardization and replacement of field markings and lights, 
$52,000; installation of an emergency electrical generator, $40,000; 
improvement of fire protection facilities, $23,000. All of these projects 
will add to the safety of airport operations and are essential to meet the 
constantly increasing traffic at the airport. 

Alaska airports.—An appropriation of $600,000 is recommended for 
maintenance and operations of the Anchorage and Fairbanks airports 
during the coming fiscal year. This is a reduction of $150,000 in 
the 1956 budget estimate, but this amount will provide adequate funds 
to permit the airports to continue operation at the 1955 level. 

Air navigation development.—The Committee recommends $1,050,- 
000 for 1956, a reduction of $950,000 in the budget estimates. It be- 
lieves that this amount, which is the same as that appropriated for the 
fiscal year 1955, is adequate to permit satisfactory continuation of 
this program. 


CIVIL AERONAUTICS BOARD 


Salaries and expenses.—The Committee recommends $3,900,000 for 
the coming year for this purpose, a decrease in the budget estimate of 
$225,000. The increase of $123,000 over the appropriation for 1955 is 
recommended for the purpose of strengthening the field audit program 
of the Board. The Committee believes that more careful verification 
of data supporting air carriers’ claims is essential. It hopes that such 
a practice will make it possible to reduce subsidy funds in the future. 

Payments to air carriers.—The sum of $40,000,000 is recommended 
for the coming fiscal year for this purpose, a reduction of $8,900,000 
below funds appropriated for 1955 and a reduction of $23,000,000 in 
the budget estimate. The Committee believes that substantial reduc- 
tions can be made in payments to air carriers during the next fiscal 
year if a careful and thorough audit of each claim is made and if re- 
alistic practices in the handling of these claims are followed. 
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COAST AND GEODETIC SURVEY 


The 1955 appropriation of $10,200,000 is again recommended for 
1956 for the activities of this agency. This is a reduction of $200,000 
in the budget estimate. A thorough reappraisal of the activities 
of this organization should permit it to meet all of its needs during the 
coming fiscal year within the amount recommended in the accompany- 
ing bill. 

BUSINESS AND DEFENSE SERVICES ADMINISTRATION 


An appropriation of $6,198,000 is recommended for 1956, a reduction 
of $1,102,000 in the budget estimate. The reduction of $122,000 be- 
low the 1955 appropriation is due to the transfer of the Defense Air 
Transport Administration activities from this heading to the Office of 
the Secretary. 

BUREAU OF FOREIGN COMMERCE 


Salaries and expenses —The Committee recommends $1,800,000 for 
next year. This is a reduction of $200,000 below the 1955 appropria- 
tion and is a reduction of $400,000 in the budget estimate. 

Export control_—The sum of $2,500,000 is recommended for the com- 
ing fiscal year, a decrease of $981,000 below the 1955 appropriation 
and a decrease in the budget estimate of $500,000. Testimony pre- 
sented to the Committee indicates that the number of items on the 
positive list has decreased 45 percent during the past year. In view 
of this sizable decrease, the Committee believes that the amount 
recommended in the accompanying bill is adequate. 


OFFICE OF BUSINESS ECONOMICS 


The Committee recommends $975,000 for the fiscal year 1956, a 
reduction of $25,000 in the budget estimate. The increase of $75,000 
over 1955 is allowed to finance a special study of unemployment 
throughout the country. The Committee feels that such a study is 
essential to future consideration of this problem by both the Legislative 
and Executive Branches of the Government. 


MARITIME ACTIVITIES 


Ship construction.—The bill includes a total of $64,700,000 for the 
ship construction program of the Maritime Administration during the 
fiscal year 1956. This is a reduction of $17,900,000 below funds 
appropriated for the fiscal year 1955, and is $38,100,000 below the 
budget estimate for 1956. The amount recommended covers the 
following major programs under this heading: 


$44, 750, 000 


Research and development program 
Administrative and warehouse expenses 


The amount approved for Title V construction includes $14,000,000 
for the construction of two combination cargo-passenger ships for 
use in round-the-world service by the American President Lines; 
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$19,250,000 to replace five cargo ships; $11,300,000 to convert two 
Mariners for use in passenger-cargo service between Pacific coast 
ports and Australia by the Oceanic Steamship Co.; and $200,000 for 
reconditioning two vessels for the American President Lines, the 
President Cleveland and the President Wilson. In the event this 
latter amount is insufficient, any additional amount necessary is to 
be absorbed within the total amount appropriated herein. 

The tanker trade-in-and-build program authorized will permit the 
trade-in of ten used tankers and the construction of five new ships. 

Funds are also provided to acquire the five vessels proposed for 
replacement under the “replacement cargo ship program” covered 
under the Title V program discussed above. 

No funds have been included in the amount proposed to construct 
three prototype vessels, including two austerity cargo ships and one 
highspeed tanker, under Title VII. 

Operating differential subsidies—For the payment of obligations 
under this program, the committee recommends $90,000,000 for the 
next fiscal year, a reduction of $25,000,000 below appropriations for 
1955 and the budget estimate for 1956. It is believed that close 
scrutiny should be given to employment practices and similar cost 
factors of subsidized lines in order that future payments may be 
reduced to a minimum. 

Salaries and expenses.—The sum of $14,000,000 is recommended 
for 1956, which is an increase of $100,000 over the 1955 appropriation. 
This increase will be used to meet additional reserve fleet expenses. 
The amount proposed includes $5,955,000 for administrative expenses 
and $1,085,000 for maintenance of shipyard facilities and operation of 
warchouses, the same amounts as authorized for 1955. 

Maritime training.—The budget estimate of $2,085,000 is recom- 
mended for 1956, a decrease of $115,000 below the amount appro- 
priated for 1955. In view of certain non-recurring items included in 
the 1955 appropriation, the amount recommended will provide for 
some increase in the maintenance and repair of the physical facilities 
at the Academy, which are urgently needed. 

The new language covering salaries and expenses in the District of 
Columbia has not been included in the bill as proposed by the budget. 
This action is not intended to change existing arrangements in this 
regard, however. 

State maritime schools.—The Committee has restored the funds for 
the State maritime schools for the coming fiscal year. The amount 
recommended, $660,000, is the same as was appropriated for this 
purpose for the fiscal year 1955. Many Members of Congress and 
others presented convincing testimony as to the importance of 
these schools to the future of the maritime industry and the national 
defense of the country. 

Repair of Reserve Fleet vessels (liquidation of contract authorization).— 
An appropriation of $6,000,000 is recommended for liquidation of 
contract authorization under this heading during 1956. Of the 
$25,000,000 authorization granted in 1955, $12,000,000 was appro- 
priated in the Supplemental Appropriation Act of 1955. The 
amount provided in the accompanying bill will reduce the Govern- 
ment’s future obligation under this authorization to $7,000,000. 
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War Shipping Administration liquidation.—The Committee recom- 
mends that $5,900,000 of the unexpended balance of the appropriation 
established for liquidation of obligations under this program be con- 
tinued available for the payment of claims which will fall due during 
the coming fiscal year. 

PATENT OFFICE 


The Committee recommends $14,000,000 for the salaries and ex- 
penses of the Patent Office during fiscal year 1956. This is an increase 
of $2,500,000 over the appropriation for 1955 and is $2,000,000 over 
the budget estimate for 1956. Considerable testimony was taken 
from Members of Congress and others urgently requesting an increase 
above the budget estimate for this item. According to information 
presented to the Committee, there is close to a four-year backlog of 
patent applications at the present time. The Committee is in full 
agreement that every effort must be made to place this work on a 
more current basis as rapidly as is feasible and practicable. However, 
according to the head of the Patent Office, additional qualified per- 
sonnel cannot be recruited at a rate which will require over $14,000,000 
for the coming year. 

In view of the great amount of misunderstanding as to reasons for 
conditions at the Patent Office, it should be pointed out that sums 
appropriated for this agency during past years have been approxi- 
mately the same as the budget estimates submitted each year. Fur- 
thermore it should be noted that the appropriation for 1955 was 
increased $500,000 over the budget estimate. The Patent Office was 
established as a constitutional agency designed to protect the indi- 


vidual and serve the public. At no time was it contemplated that it 
should be self-sustaining. While there is no objection to a review 
and study of fees, the Committee does not subscribe to the principle 
that the agency should be self-supporting. The plans of the Patent 
Office to utilize electronics equipment and modernize the system of 
examining patent applications are encouraged. 


BUREAU OF PUBLIC ROADS 


Federal-aid highways.—The bill includes $600,000,000 for the 
Federal-aid highway program for the coming fiscal year. ‘This is an 
increase of $5,000,000 over funds provided for the current year and is 
a decrease of $80,000,000 in the budget estimate for 1956. ‘This 
amount will completely liquidate funds authorized for 1954 and will 
cover nearly half of the 1955 authorizations. Actual payment usually 
is made from 15 to 18 months after contracts are approved. The 
action of the Committee should in no way delay the approved con- 
struction program. 

Forest highways—The Committee recommends $18,500,000 for 
1956, the same amount as was provided for fiscal year 1955. The 
amount provided will liquidate nearly all of the authorizations through 
fiscal year 1955. ‘Taking into consideration the normal time lag 
between commitment and payment, this should meet fund require- 
ments for the next fiscal year. 

Inter-American Highway.—The bill includes $8,000,000 for the 
coming fiscal year, an increase of $2,250,000 over funds appropriated 
for 1955 and a decrease of $66,980,000 in the budget estimate. 
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The original budget submitted in January for this project included 
$5,750,000, which was based on completion in about six years. This 
estimate was increased to $74,980,000 by House Document No. 126 
dated April 13, 1955, on the basis of a recent proposal to complete 
the highway within a three year period. The Committee is recom- 
mending only $8,000,000 for 1956, however, in view of lack of basic 
legislative authority for the revised estimate, and in view of the added 
cost of the accelerated program. 

Testimony from officials of the Bureau of Public Roads disclosed 
that adoption of the revised plan would cost an additional $11 or 
$12 million, due to the necessity of bringing in larger amounts of heavy 
equipment and the need to employ more outside labor at higher 
prices. The Committee agrees that this project should be completed 
within a reasonable time, and has provided sufficient funds for 1956 
to make this possible. It does not feel justified, however, in recom- 
mending a ‘‘crash-basis” program which will cost the taxpayers an 
additional twenty percent or more for the same final result. 

Public lands highways (liquidation of contract authorization).—The 
budget estimate of $2,000,000 is recommended for 1956, an increase 
of $1,125,000 over the funds provided for fiscal year 1955. This will 
enable the Bureau to liquidate all of the amount authorized for the 
fiscal year 1955 and a portion of the funds authorized for fiscal year 
1956. 

NATIONAL BUREAU OF STANDARDS 


Expenses.—This is a new appropriation which combines and con- 
a dete ep : 
solidates programs formerly carried under the headings ‘‘Operation 
progral : } gs “Up 

and administration’, ‘Research and testing’, and ‘Radio propaga- 
tion and standards”. The comparable amount available for these 
programs for fiscal year 1955 is $5,990,000 as follows: 

Research and testing $3, 150, 000 


Radio propagation and standards 2, 100, 000 
Operation and administration 750, 000 


6, 000, 000 
Less: transfer to Office of Secretary — 10, 000 


Net total $5, 990, 000 


The amount proposed for 1956, $7,000,000, represents an increase 
of $1,010,000 over funds available for 1955, and is a reduction of 
$750,000 in the budget estimates. 

A portion of the increase will be used to make adjustments required 
by the Comptroller General in overhead charges against technical 
projects undertaken by the Bureau for other agencies. In the past 
it has been the practice to distribute overhead at a disproportionately 
high rate to those programs supported by transferred funds. The 
additional funds provided in the bill for 1956 will permit the correction 
of this practice by the establishment of a proper charge against the 
Bureau’s own programs. 

The balance of the increase provided will be used to expand the 
Bureau’s work in research and testing, and radio propagation and 
standards. 
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Plant and Equipment.—The committee recommends $995,000 for 
1956, a reduction of $20,000 in the budget estimate. The amount 
recommended will permit a continuation of the alterations and im- 
provements program as requested in the budget estimates. Also, 
it will permit the construction of an addition to the radio laboratory 
at Boulder, Colorado to conduct research for our armed services 
on calibrating electronic equipment for communications, navigation, 
fire-control, identification, and missile-guidance systems. The funds 
provided cover the construction of the necessary buildings. The cost 
of equiping and operating the facility will be borne by the military 
services. 

WEATHER BUREAU 


Salaries and expenses.—The sum of $27,650,000 is included in the 
bill for 1956, an increase of $2,710,000 over funds available for 1955 
and a decrease of $200,000 in the budget estimate. The additional 
funds include approximately $2,500,000 to permit the Weather Bureau 
to take over certain basic meteorological activities now being supported 
by the Department of Defense. These include 25 upper-air basic 
network stations, central analysis work in Washington, the preparation 
and publication of special weather maps, and the handling of weather 
services in Trust Territory Islands of the Pacific. The balance of the 
increase provides for full-year operation of facilities operated during 
the fiscal year 1955 on a part year basis, and covers “fringe benefits” 
authorized by the last Congress. 

The increasing difficulty being experienced in large cities in ob- 
taining weather information directly from Weather Bureau offices 
was brought to the Committee’s attention during the hearings. The 
Committee recognizes that the major portion of the weather informa- 
tion must be disseminated through automatic dial telephone service, 
radio stations, and similar general public service facilities. At the 
same time, however, it realizes that certain segments of our business 
population need special weather information in order to effectively 
conduct their activities. Accordingly, it is recommended that the 
Weather Bureau use a portion of the additional funds provided in 
the accompanying bill for the purpose of providing any such addi- 
tional facilities required in major metropolitan areas. 

Establishment of meteorological facilities —The budget estimate of 
$5,000,000 for 1956 is recommended by the Committee. The amount 
proposed includes $2,700,000 for additional upper-air hurricane and 
tornado warning equipment, $927,000 for 12 additional sets of radar 
equipment for early detection of storms, $665,000 for installation of 
45 sets of automatic electronic equipment at major airports to aid in 
landing of aircraft under adverse weather conditions, $322,000 for 
replacement and improvement of out-moded and obsolete observa- 
tional equipment of the Bureau, and $386,000 for engineering and 
technical support for the installation of the above equipment. 


THE PANAMA CANAL 
CANAL ZONE GOVERNMENT 


Operating expenses.—The sum of $14,500,000 is recommended for 
1956, an increase of $482,000 over funds available for 1955 and & 
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decrease of $517,000 in the 1956 budget estimate. A portion of the 
additional funds are provided to cover employee benefits authorized 
by Public Law 763, the so-called Fringe Benefits Act adopted at the 
last session of Congress. The balance of the increase is provided to 
enable the Canal Zone Government to meet its increased requirements 
for maintenance, education, and hospital services. 

The Committee was advised that a change was made recently in the 
furnishing of kindergarten instruction to children of U. S. citizens in 
the Canal Zone. The Committee recommends that free public kinder- 
gartens be reinstated as soon as possible. 

Capital outlay.—The sum of $1,800,000 is recommended for 1956, an 
increase of $385,000 over 1955 appropriations and a decrease of $81,000 
in the budget estimate. This appropriation provides funds for 
improvement and replacement of roads and streets, additions and 
alterations to schools and hospitals, and establishment of other 
municipal services necessary to the operation of the Canal Zone. 
With the exception of an increase for the construction of a sewage 
collection and disposal facility on the Pacific side, the amount approved 
provides for normal annual capital costs. 


PANAMA CANAL COMPANY 


The Committee recommends $3,589,000 for administrative expenses 
of the Company during the coming fiscal year, which will permit 
continuation of its activities on the same basis as was authorized for 
the fiscal year 1955. 

A majority of the committee believes that the abandonment of the 
railroad should be looked into by the appropriate legislative committee 
of the House of Representatives before any further action is taken on 
this matter. 

The Committee was surprised to learn that the Steamship Panama 
was recently converted to a freighter and immediately thereafter 
reconverted to a passenger carrying vessel. While this may not be 
too serious as far as its immediate effects on the operations of the 
Company is concerned, the Committee wonders whether this is an 
indication of the manner in which other more important decisions 
are being handled by the Board of Directors of the Company. Such 
indecision reflects improper planning and it naturally prompts inquiry 
on the part of the Committee. 


TITLE II—INDEPENDENT AGENCIES 


Advisory Committee on Weather Control.—There is included in the 
bill the sum of $175,000 for the Advisory Committee on Weather 
Control for 1956. This represents an increase of $55,000 over the 
amount available for the fiscal vear 1955 and is a reduction of $120,000 
in the budget estimates. The increase over 1955 will cover full year 
salaries for persons employed for only a part year in 1955, and will 
provide funds to expand several experimental projects. 

St. Lawrence Seaway Development Corporation.—The Corporation 
was created to construct, maintain and operate that part of the St. 
Lawrence Seaway to be located in United States territory, as author- 
ized by Public Law 358, 83rd Congress. The Committee recommends 
the full amount of the budget estimate, $280,000, for administrative 
expenses during the coming fiscal year. The nominal increase of 
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$30,000 over 1955 will enable the Corporation to employ three addi- 
tional technicians who will be required as the major construction 
program gets under way. 

ariff Cinendesion.-\iten amount of the budget estimate, $1,400,000, 


is recommended in the bill. The additional $73,000 provided for 1956 
will permit the Commission to meet the rising demands for its services, 
especially in relation to increased public investigations under the 
“escape clause’. It will also permit the Commission to assume new 
duties required by the Customs Simplification Act of 1954. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 


On page 5, in connection with Grants-in-aid for airports: 
Provided, That the unexpended balances of appropriations previously made under 
the head ‘‘Federal-aid airport program, Federal Airport Act,’’ shall hereafter be 
merged with and accounted for under this head. 


On page 10, in connection with Ship construction: 


Provided further, That no funds contained in this Act may be used to commence 
construction, reconstruction, conversion, reconditioning, or betterment of any vessel 
until the total Federal funds required to complete such work have been appropriated. 


On pages 11 and 12, in connection with Operating-differential 
subsidies: 


shall forthwith be deposited in the special reserve fund of the operator: Provided further, 
That no contracts shall be executed during the current fiscal year by the Federal Mari- 
time Board which will obligate the Government to pay operating differential subsidy on 
more than eighteen hundred and forty-seven voyages in any one calendar year, in- 
cluding voyages covered by contracts in effect at the beginning of the current fiscal year, 
of which not less than one hundred and twelve shall be for operators who have not held 
contracts prior to July 1, 1955. 


On pages 20 and 21, in connection with the Bureau of Public Roads: 


The unobligated balances of contract authorizations provided in section 4 of the 
Act approved June 8, 1938 (52 Stat. 634), and section 9 of the Act approve! 
September 7, 1950 (64 Stat. 789), as amended by the Act approved October 15, 1951 
(65 Stat. 421), are hereby canceled. 

The authorization in section 3 of the Federal-Aid Highway Act of 1952 for forest 
highways for the fiscal year ending June 30, 1954, is hereby reduced by the sum of 
$15,900,000. 


On pages 27 and 28, in connection with general provisions, Panama 
Canal: 


Sec. 204. There are hereafter authorized to be transferred between deparimenis and 
agencies, with or without exchange of funds, all or so much of the facilities, buildings, 
structures, improvements, stock and equipment, of their activities located in the Canal 
Zone, as may be mutually agreed upon by the agencies involved and approved by the 
Direcior of the Bureau of the Budget, in the interest of elimination of duplicate ac- 
tivities and related facilities: Provided, That with respect to such transfers without 
exchange of funds (1) transfers to or from the Panama Canal Company shall be 
subject to the provisions of section 246 of title 2 of the Canal Zone Code, as added by 
the Act of June 29, 1948 (ch. 706, sec. 2, 62 Stat, 1076); and (2) transfers to or from 
the Canal Zone Government shall be at such appropriate amount as shall be agreed 
upon between the Canal Zone Government and the agencies concerned and approved 
by the Director of the Bureau of the Budget, and in the determination thereof due 
consideration shall be given to the cost of the transferred assets, or usable value to the 
transferee if clearly ‘ess than cost, and adequate provision made for depreciation of 
properties and equipment, obsolete or otherwise unusable inventories, ‘and other 
reasonably determinable shrinkages in values; and such amount shall be added to or 
deducted from the investment of the United States in the Canal Zone Government as 
applicable. 
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AMENDING THE TRAVEL EXPENSE ACT OF 1949 TO PRO- 
VIDE AN INCREASED MAXIMUM PER DIEM ALLOW- 
ANCE FOR SUBSISTENCE AND TRAVEL EXPENSES 





May 19, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany H. R. 6295] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 6295) to amend section 3 of the Travel Expense Act of 
1949, as amended, to provide an increased maximum per diem allow- 
ance for subsistence and travel expenses, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 9, strike the period and insert ‘for each day in travel 
status.”’ 

Page 3, line 6, strike the period and insert “for each day in travel 
status.” 

SUMMARY OF PROVISIONS 


Section 1 amends the Travel Expense Act of 1949 by raising the 
maximum per diem allowance for subsistence and travel expenses for 
regular Government employees from the present $9 per day to $13 
per day. This section also includes a new provision which will permit 
heads of departments and agencies to prescribe conditions under which 
reimbursement may be made for the actual and necessary expenses of 
a trip in unusual circumstances where these expenses exceed the 
maximum per diem amount authorized. This may be done before 
or after the trip depending on the circumstances. Such reimburse- 
ment may not, however, exceed the sum of $25 per day. This may 
only be done under general regulations promulgated by the Director 
of the Bureau of the Budget. 


55006 
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Section 2 amends the Administrative Expenses Act of 1946 by 
increasing the per diem rate for those who serve the Government 
without compensation from the present $10 per day to $15 per day 
and also includes an actual expense proviso not to exceed $25 per day 
as contained in section 1. 

Section 3 provides for payment of travel expenses of civilian 
employees of the Government who serve as witnesses for the United 
States under the Travel Expense Act of 1949 rather than under the 
separate legislation that now exists. This was recommended by the 
Department of Justice. The travel expenses of these employee- 
witnesses would thus be administered in the same manner as employees 
traveling on other types of assignments governed by the Travel 
Expense Act. 

GENERAL STATEMENT 


The Subcommittee on Executive and Legislative Reorganization 
heard considerable testimony from representatives of the departments 
and agencies and from Federal employee organizations on the inade- 
quacy of the present $9 per diem rate and the rise in the cost of sub- 
sistence since the travel bill of 1949 was enacted. It received recom- 
mendations for raising the rate which varied from $13 to $15 per day. 
The subcommittee and the full committee agreed that $13 was a 
reasonable maximum figure. Where in unusual circumstances the 
expenses of the employee exceed that amount the actual-expense 
proviso contained in section 1 should take care of it. It was also 
agreed that employees who serve the Government without compensa- 
tion, such as advisers and consultants, should be reimbursed for sub- 
sistence and travel expenses at a rate of $15 per day. 

The committee is aware that in some cases the maximum is not 
required. A number of agencies set per diem rates at less than the 
maximum or scaled to the circumstances of the trip, but the committee 
feels that Federal employees should be protected against being required 
to pay out of their own pockets the necessary expenses incident to 
their official travel for the Government. The maximum per diem 
rate, as well as the actual expense proviso, would be governed by 
general regulations promulgated by the Bureau of the Budget and the 
committee was assured by the Bureau that regulations could be drawn 
and would be drawn to prevent any abuse of the higher rate. 

Evidence was presented that the present mileage rates for the use 
of privately owned motorcycles and automobiles should be raised. 
The rates are now 4 and 7 cents per mile respectively. It was felt, 
however, that on the whole the expenses of operating these privately 
owned conveyances when traveling on Government business do not 
exceed the current rates. 

The Bureau of the Budget estimated that the additional cost to the 
Government due to the increase in per diem from $9 to $13 would 
not exceed $30 million. 

The committee emphasizes the fact that the per diem rate prescribed 
in the bill is a maximum one and the committee expects that the 
maximum rate will only be allowed where the circumstances clearly 
warrant it. The Bureau of the Budget and the heads of departments 
and agencies have both the authority and the responsibility to see 
that no deviation from this principle occurs. 
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NECESSITY FOR INCREASE IN RATE 


The Bureau of the Budget submitted to the Congress the following 
report as evidence of the necessity to increase the rate from $9 to 
$13 per day: 

Apequacy OF TRAVEL ALLOWANCES 


REGULAR CIVILIAN EMPLOYEES 


The existing maximum per diem allowance for civilian employees while traveling 
within the limits of the continental United States is prescribed as $9 by the Travel 
Expense Act of 1949 as amended. This rate of $9 is the maximum allowable. 
Lower rates are authorized for trips in areas where the expenses necessarily in- 
curred by travelers are less than in high-cost areas. 

The recommended maximum rate of $13 consists of approximately $7.30 for 
hotel room; $4.50 for meals; and $1.20 for incidental expenses. It is based upon 
the following considerations: 


Hotel costs 

The hotel accounting firm of Harris, Kerr & Forster has found, upon a study of 
room rates of 375 hotels used by businessmen in traveling, that the average room 
rate for a single room during 1954 was $7.30. The hotel accounting firm of 
Horwath & Horwath, on the basis of an average sample of between 360 and 400 
hotels, has advised that the average room rate for a single room during 1954 was 
between $6.70 and $6.95. These estimates of the two firms represent average 
room rates. The higher amount of $7.30 has been used since the recommended 
rate of $13 per diem represents not an average but a maximum allowable per diem. 


Cost of meals 


The amount estimated for meals per day is $4.50 based upon an allocation of 
$1 for breakfast; $1.25 for luncheon; and $2.25 for dinner. Both hotel accounting 
firms report that the price of hotel restaurant meals has increased approximately 
20 percent since 1949. 


Incidental expenses 


The amount, averaging $1.20 per day, is intended to cover such items of expense 
as tips and fees while traveling; hotel tips; tips to waiters; laundry; cleaning and 
pressing; telegrams for room reservations; ete. These miscellaneous expenses 
have also increased in recent years. The Bureau of Labor Statistics reports, on 
the basis of a study of prices in 34 large cities until 1952 and in 46 cities since that 
time, that the cost of dry cleaning and pressing has increased 13.2 percent between 
June 1949 and September 1954; and that the cost of laundry has increased 18.3 
percent during the same period. In view of the higher costs of meals, the amounts 
for tips have correspondingly increased. 


INDIVIDUALS SERVING WITHOUT COMPENSATION 


The existing maximum per diem rate of $10 is prescribed in section 5 of the 
Administrative Expenses Act of 1946 for individuals serving the Government 
without compensation and applies while they are away from home or regular 
places of business. Since these individuals generally serve as consultants for 
short periods of time and serve without receiving any compensation, a higher 
maximum rate of per diem than that prescribed for regular employees has been 
allowed in the past. In view thereof, the maximum rate of $15 is reeommended 
for these individuals. Section 5 of the Administrative Expenses Act of 1946 
provides that a rate higher than that prescribed therein may be authorized in 
specific legislation. ‘The rate of $15 was provided in the Defense Production Act 
of 1950. ‘The 83d Congress authorized the $15 rate for members of the Presi- 
dent’s Advisory Committee on Government Organization; members of the Na- 
tional Capital Planning Commission who serve without compensation; and indi- 
viduals serving without compensation in an advisory capacity under the item 
“International contingencies” in the Department of State appropriation acts for 
the fiscal years 1954 and 1955. A per diem rate not in excess of $25 has been 
provided for individuals serving without compensation on advisory committees 
under title VI of the Housing Act of 1949 and under the Housing Act of 1954. 
The 83d Congress also increased to $15 the per diem rate for Federal judges and 
justices which had been established at $10 in 1940. 





AMEND TRAVEL EXPENSE ACT OF 1949 


SPECIAL FORM OF REIMBURSEMENT FOR UNUSUAL CIRCUMSTANCES 


The provision in the first section of the draft bill, authorizing reimbursement 
on an actual-expense basis in lieu of the per diem basis, is proposed for use in a 
very limited number of situations. Occasionally employees are required to travel 
on assignments which necessitate personal expenditures well in excess of the 
reimbursement which would be obtained at the $13 per diem rate. Attendance 
at meetings or conventions of private business or industry which are held at 
expensive hotels is an example. Government representatives attending these 
meetings in furtherance of their official duties have no choice but to stay at the 
convention hotel where even the cheapest rooms may exceed the entire per diem. 
Likewise these representatives are required to take their meals at these hotels. 
A similar situation where expensive hotels must be used arises at times when 
Secret Service agents travel with the President and must stay at the hotel in 
which he stays. Likewise unusually high rates are encountered from time to 
time when an employee must travel to a locality in which a disaster has occurred 
or must travel at a particular time to a city when only the more expensive hotel 
rooms are available due to conventions. As set forth in the draft bill, this type 
of travel would be governed by regulations of the Director of the Bureau of the 
Budget and under conditions prescribed by department heads. Also a maximum 
allowable amount of reimbursement would be determined in advance of the trip 
and would be set forth in the order directing the employee’s travel. The em- 
ployee would be reimbursed for his actual and necessary expenses not in excess of 
the maximum stated in his travel order. 


MILEAGE ALLOWANCES 


No changes in mileage-allowance rates are proposed for the following reasons: 
The American Automobile Association in its Information Bulletin No. 92 of 
August 4, 1954, reported on the practice of private business in compensating their 
employees for use of personal cars on company business. The report contains a 
listing of flat mileage allowances used by private business firms as compiled by the 
Dartnell Corp., Chicago, Ill. Of the total firms covered by the Dartnell survey, 
28 percent reimbursed employees for use of their automobiles at a rate less than 
7 cents a mile; 45 percent at the 7-cent rate; 5 percent between 7 and 8 cents; 
16 percent at 8 cents, and 3 percent at 9- and 10-cent rates. The weighted average 
allowance as reported by Dartnell was 7.01 cents. 

More recent information has been obtained from the AAA giving a breakdown 
of cost figures for the operation of an automobile as prepared by Runzheimer & 
Co., Chicago cost-accounting firm. The breakdown for a postwar model ear in 
the $2,000 price class, driven up to 18.000 miles per year, shows that variable 
costs (gasoline, oil, maintenance, and tires) average 3.54 cents per mile while the 
fixed costs (insurance, license fees, depreciation) average about $1.65 per day. 
On a mileage basis for the entire year the total cost to a car owner would be approx- 
imately 6.86 cents per mile. This amount for a comparable car, driven only 
approximately 10,000 miles a year, was given as 9.52 cents per mile. These rates, 
of course, vary with the mileage driven, the class of car, and the type of driving 
conditions generally encountered by the individual during a year, whether in 
mountainous or flat country or in congested metropolitan centers or rural areas. 

Since the rate of 7 cents per mile still appears to be the rate most commonly 
used by companies which have followed the flat mileage method, no change is 
recommended for the Federal Government. 


The statement of the Assistant Director of the Bureau of the Budget 
at the subcommittee hearings ‘on the bill follows: 


STaTEMENT OF Donatp R. BELCHER, AssISTANT Director, BUREAU OF THE 
BupGET 


Mr. Chairman and members of the committee, I appreciate the opportunity to 
appear before your subcommittee to diseuss H. R. 3950, H. R. 4169, and H. R. 
4918, which provide for increased allowances for civilian employees who travel 
on official business. 

It is generally recognized that the existing maximum per diem travel allowance 
of $9 is, in many cases, inadequate to reimburse the traveler for out-of-pocket 
costs. In his message to the Congress on Federal personnel management, the 
President stated that a legislative proposal would be submitted for an appropriate 
increase in the per diem allowance. At the time that message was submitted, 
information was being gathered on present-day travel costs. After the informa- 
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tion was analyzed, recommendations were made to the Congress. Those recom- 
mendations are embodied in H. R. 4918, which provides that the maximum per 
diem travel allowance be increased from $9 to $13; that special provision be made 
for unusual types of travel where the maximum rate would be much less than the 
necessary actual expenses incurred; that present mileage allowances remain 
unchanged; that the maximum per diem allowance for civilians performing work 
for the Government without compensation be increased from $10 to $15; and 
that the travel rates for civilian employees who travel as witnesses on behalf of 
the United States be governed by the Travel Expense Act of 1949, as amended, 
rather than by separate legislation. 

H. R. 3950 and H. R. 4169 would increase the maximum per diem allowance 
from $9 to $15, mileage allowance for motorcycles from 4 to 6 cents, and mileage 
allowance for privately owned automobiles or airplanes from 7 to 12 cents. 

We believe that for the normal run of travel, rates lower than those provided 
in H. R. 3950 and H. R. 4169 would be adequate. I shall, therefore, direct my 
discussion to the provisions of H. R. 4918. 


INCREASE IN PER DIEM 


The first section of H. R. 4918 would amend section 3 of the Travel Expense 
Act of 1949, as amended. It would increase the maximum per diem allowance 
from $9 to $13 for civilian employees who travel on official business within the 
limits of the continental United States. The $13 rate would be comprised of 
approximately $7.30 for hotel room; $4.50 for meals; and $1.20 for incidental 
expenses. It is based upon the following considerations. 

The hotel accounting firm of Harris, Kerr, Forster & Co. reported in December 
1954 that, upon the basis of audit of 375 hotels (located in 185 cities and towns 
throughout the country) used by businessmen in traveling, the average room rate 
for a single room during 1954 was $7.30. It more recently reported that its final 
analysis for calendar year 1954 shows an average single-room rate of $7.40. The 
hotel accounting firm of Horwath & Horwath, on the basis of an average sample 
of between 360 and 400 hotels located throughout the United States, advised in 
January 1955 that the average room rate for a single room during 1954 was between 
$6.70 and $6.95. 

The amount estimated for meals per day is $4.50 based upon an allocation of $1 
for breakfast, $1.25 for luncheon, and $2.25 for dinner. Both hotel accounting 
firms report that the price of hotel restaurant meals has increased approximately 
20 percent since 1949, at which time the estimated meal cost was £5.75. 

The amount for incidental expenses, averaging $1.20 per day, is intended to 
cover such items of expense as tips and fees while traveling; hotel tips; tips to 
waiters; laundry; cleaning and pressing; telegrams for room reservations; ete. 
These miscellaneous expenses have also increased in recent years. The Bureau 
of Labor Statistics reports, on the basis of a study of prices in 34 large cities until 
1952 and in 46 cities since that time, that the cost of dry cleaning and pressing 
has increased 14 percent between June 1949 and December 15, 1954; and that the 
cost of laundry has increased 18.7 percent during the same period. In view of the 
higher costs of meals, the amounts for tips have correspondingly increased. 

Some Federal employees keep actual expense records of their travel costs. A 
few agencies were asked to submit examples of actual expenses incurred by em- 
ployees. Illustrations of such information are as follows: 

1. Expenses incurred by an employee of the Commodity Stabilization Service, 
Department of Agriculture, in a 20-day trip to Portland, Denver, and Cincinnati 
averaged $12.68 a day in Portland, $13.65 in Denver, and $11.60 in Cincinnati 

2. Expenses incurred by an employee of the Atomic Energy Commission in a 
14-day trip to San Francisco averaged $13.62 a day. 

3. Expenses incurred by an employee of the Bureau of Public Debt, Treasury 
Department, in 2 trips involving 15% days to Philadelphia, Columbia, 8. C., 
Jackson, Miss., and New Orleans averaged $13.06 a day. 

We have only a limited amount of information on actual travel expenses incurred 
by employees in private industry. Examples are as follows: 

1. The local office of a large corporation indicated average travel costs as 
follows: Hote!, $8 to $8.5€ per day ; meals, $5.75 to $7.75 per day; tips, $1 per day; 
average per day, $14.75 to $17.25. 

2. Expenses of a sales representative of another corporation traveling in the 
four-State area of Maryland, Virginia, and North and South Carolina during the 
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6-month period October 1, 1954, to March 31, 1955, involving 45 days of travel 
are as follows: 
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3. A sales representative of another company reported expenses for a l-week 
period as follows: 


Baltimore, Apr. 4, 1955 


Total 
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Average per day 


In considering the rate of £13 per diem, it must be remembered that this would 
be the maximum rate. ‘The Standardized Government Travel Regulations will 
continue to emphasize the fact that the departments and establishments are 
responsible for seeing to it that travel orders authorize only such per diem allow- 
ances within the maximum rate as are justified by the circumstances surrounding 
the travel. 

Per diem rates on a graduated scale are authorized by agencies to meet necessary 
expenses, depending on the type of travel involved and the length of time spent at 
individual duty stations. For example, it is estimated that during the present 
fiscal year, 1,187,632 days of travel will be performed in the Department of Acri- 
culture. Of this total, approximately 908,000 travel days or 76.5 percent will be 
authorized at per diem rates below the maximum, ranging from $8 to $5 and below. 
In the Department of Interior approximately 50 percent of the estimated travel 
days for the fiscal vear 1956 will be at various rates below the maximum ranging 
from $3 to $8. In the Department of Commerce, 33 percent of the travel is at 
per diem rates ranging from $3 to $8. An analysis of 2,800 civilian travel vouchers 
made by the Air Force in 1954 indicated an average per diem rate of $8.14. Vet- 
erans’ Administration estimates, for fiscal vear 1956, 290,115 days at $9 per day, 
2,500 days at $6, and 2,500 davs at $4. 

Questions have been raised from time to time as to the grades of Federal em- 
ployees who normally travel. Examples are as follows: 

1. The Department of Agriculture estimated that over 90 percent of the days 
traveled in the present fiscal year would be by employees in grades GS-12 and 
below, over one-half of which would be in grades GS-9 and below. 

2. The Treasury Department estimates that approximately 60 percent of the 
employees required to travel are at grades GS-9 and below, nearly half of which 
are at the GS-7 level. 

In view of the facts discussed above, it would appear that $13 is a reasonable 
maximum per diem rate with the understanding that agencies will continue to 
be responsible for establishing such rates below the maximum as are justified by 
the circumstances surrounding the travel. 
































REIMBURSEMENT OF ACTUAL EXPENSES FOR UNUSUAL TRAVEL 


The provision in the first section of the bill, authorizing reimbursement on an 
actual expense basis in lieu of the per diem basis, is proposed for use in a very 
limited number of situations. Occasionally employees are required to travel on 
assignments which necessitate personal expenditures substantially in excess of the 
reimbursement which would be obtained at the $13 per diem rate. Attendance 
at meetings or conventions of private business or industry which are held at 
expensive hotels is an example. Government representatives attending these 
meetings in furtherance of their official duties often have no choice but to stay 
at the convention hotel where even the cheapest rooms may exceed the entire 
per diem. Likewise these representatives are required to take their meals at 
these hotels. A similar situation where expensive hotels must be used arises at 
times when Secret Service agents travel with the President and must stay at the 
hotel in which he stays. Likewise unusually high rates are encountered from time 
to time when an employee must travel at a particular time to a city when onl 
the more expensive hotel rooms are available due to conventions. As set fort 
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in the bill, this tvpe of travel would be governed by regulations of the Director 
of the Bureau of the Budget and under conditions prescribed by department 
heads. Also a maximum allowable amount of reimbursement would be deter- 
mined in advance of the trip and would be set forth in the order directing the 
employee’s travel. The employee would be reimbursed for his actual and neces- 
sary expenses not in excess of the maximum stated in his travel order. 

We believe that, under proper controls, reimbursement on an actual expense 
basis in lieu of the per diem basis is desirable for the limited number of cases 
where the maximum per diem rate would not nearly compensate the employee for 
his necessary expenses. 


INDIVIDUALS SERVING WITHOUT COMPENSATION 


Section 2 of the bill proposes that the maximum per diem travel allowance for 
civilians performing work for the Government without compensation be increased 
from $10 to $15. 

The existing maximum per diem rate of $10 is prescribed in section 5 of the 
Administrative Expenses Act of 1946 for individuals serving the Government 
without compensation and applies while they are away from home or regular 
places of business. Since these individuals generally serve as consultants for 
short periods of time and serve without receiving any compensation, a higher 
maximum rate of per diem than that prescribed for regular employees has been 
allowed in the past. In view thereof, the maximum rate of $15 is reeommended 
for these individuals. Section 5 of the Administrative Expenses Act of 1946 
provides that a rate higher than that prescribed therein may be authorized in 
specific legislation. The rate of $15 was provided in the Defense Production Act 
of 1950. The 83d Congress authorized the $15 rate for members of the President’s 
Advisory Committee on Government Organization; members of the National 
Capital Planning Commission who serve without compensation; and individuals 
serving without compensation in an advisory capacity under the item ‘“Inter- 
national contingencies” in the Department of State appropriation acts for the 
fiscal years 1954 and 1955. A per diem rate not in excess of $25 has been provided 
for individuals serving without compensation on advisory committees under 
title VI of the Housing Act of 1949 and under the Housing Act of 1954. The 83d 
Congress also increased to $15 the per diem rate for Federal judges and justices 
which had been established at $10 in 1940. Since rates of $15 and above have 
been authorized by the Congress under other acts, we believe that individuals 
subject to the Administrative Expenses Act of 1946, namely those serving without 
compensation, should be reimbursed for travel expenses at the rate of $15 per day. 
We estimate a total of not more than 17,000 travel days in fiscal year 1956 by 
persons serving without compensation, which would represent an increase in 
travel costs of $85,000 under H. R. 4918. 


CONSOLIDATION OF TRAVEL AUTHORITY 


Section 3 of the bill would amend section 1823 (a) of title 28, United States 
Code. This would bring the travel rates for civilian employees when traveling 
as witnesses on behalf of the United States under the Travel Expense Act instead 
of continuing them under separate legislation. The Department of Justice 
suggested this change. The rates in both acts are now identical. The proposed 
amendment, however, would not make the proposed reimbursement of unusual 
expenses on an actual expense basis applicable to travel of employees to serve as 
witnesses. The existing authority of the Attorney General to issue regulations 
relating to this travel, as contained in section 1823 (a), would not be changed 
by this amendment. 

MILEAGE ALLOWANCES 


H. R. 4918 does not propose any change in the mileage allowances authorized 
to be paid to Government employees for use of their privately owned motor 
vehicles while traveling on official business. Information at hand does not indicate 
a need for change in such allowances. 

The American Automobile Association in its Information Bulletin No. 92 of 
August 4, 1954, reported on the practice of private business in compensating 
their employees for use of personal cars on company business. The report con- 
tains a listing of flat mileage allowances used by private business firms as compiled 
by the Dartnell Corp., Chicago, Il]. Of the total firms covered by the Dartnell 
survey, 28 percent reimbursed employees for use of their automobiles at a rate 
less than 7 cents a mile; 45 percent at the 7-cent rate; 5 percent between 7 and 
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8 percent; 16 percent at 8 cents, and 3 percent at 9 cents; and 3 percent at 10-cent 
rate. The weighted average allowance as reported by Dartnell was 7.01 cents. 

More recent information published by the AAA in their Information Bulletin 
No. 93 of March 22, 1955, gives a breakdown of cost figures for the operation of 
an automobile as prepared by Runzheimer & Co., Chicago cost-accounting firm. 
The breakdown for a postwar model car in the $2,000 price class, driven up to 
18,000 miles per year, shows that variable costs (gasoline, oil, maintenance, and 
tires) average 3.54 cents per mile, while the fixed costs (insurance, license fees, 
depreciation) average about $1.65 per day. On a mileage basis for the entire year 
the total cost to a car owner would be approximately 6.86 cents per mile. This 
amount for a comparable car, driven only approximately 10,000 miles a year, was 
given as 9.52 cents per mile. These rates, of course, vary with the mileage driven, 
the class of car, and the type of driving conditions generally encountered by the 
individual during a year, whether in mountainous or flat country or in congested 
metropolitan centers or rural areas. 

The authorization contained in section 4 of the Travel Expense Act of 1949 for 
employees to use privately owned motorcycles, automobiles, or airplanes on official 
business with reimbursement on a mileage basis is limited in scope. It applies 
only when their use is authorized or approved as more advantageous to the Govern- 
ment than the use of common carrier, except that advantage need not be shown 
where reimbursement is limited to the cost of common carrier and the amount of 
ag diem the employee would have received if common carrier facilities were used. 

hus, reimbursement on a mileage basis, not to exceed 7 cents per mile, in lieu of 
actual transportation expenses and without regard to common carrier costs, is 
generally limited to trips where common carrier facilities are not available, such 
as in rural travel, or where the employee-driver is accompanied by other employees, 
all on official business. 

ESTIMATED COST 


It is difficult to estimate precisely the additional cost to the Government of the 
bill. The increase will result largely from the graduated scale of rates which will 
be used between the present $9 maximum and the proposed $13 maximum in those 
cases where $9 is now inadequate. 

For the fiscal year 1956 it is estimated that the total travel costs under the 
Travel Expense Act of 1949, as amended, for civilian travel within the continental 
United States will amount to about $174 million at present travel rates. Of this 
amount it is estimated that approximatelv 50 percent will represent subsistence 
expenses covered by the per diem rate. This 50-percent figure was derived from 
estimates submitted by 15 of the major agencies which involve 90 percent of the 
travel. The estimated per diem part of total travel costs as furnished by the 
individual agencies ranged from 32 to 70 percent with an average for all agencies 
of 50 percent. 

On the basis of this information and agency estimates, it is believed that the 
total additional cost of H. R. 4918 will not exceed a maximum of $30 million a 
year and its actual cost may be several million under this figure. 

The Bureau of the Budget favors enactment of H. R. 4918. 

I thank you for your attention and would again like to express my appreciation 
for the opportunity to appear before you. 


Additional evidence supporting the increase in per diem rates was 
presented at the hearing by representatives of the Comptroller General 
of the United States, the United States Civil Service Commission, the 
Department of Justice, the Department of Agriculture, the Depart- 
ment of Defense and the Department of the Interior. Federal em- 
ployee organizations submitting material and supporting the increase 
were: The Government Employees Council, A. F. of L.; the American 
Federation of Technical Engineers, A. F. of L.; the American Federa- 
tion of Government Employees and the Committee on Legislation for 
the National Association of Internal Revenue Employees. <A report 
was filed for the hearing by the Department of Labor also supporting 
the increase. 

Following is the statement of the representative of the Comptroller 
General of the United States at the hearings: 
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STATEMENT OF JoHN H. Martiny, LeacistativE ATTORNEY, GENERAL 
ACCOUNTING OFFICE 


The General Accounting Office appreciates the invitation of this subcommittee 
to appear before you and present our views and furnish any information we may 
have on H. R. 3950, H. R. 4169, and H. R. 4918. 

H. R. 3950 and H. R. 4169 have identical provisions. Each bill would amend 
sections 3 and 4 of the Travel Expense Act of 1949 (1) to increase the maximum 
rate payable to Government employees for per diem allowance from $9 to $15 
and (2) to increase the maximum mileage rates for the use of privately owned 
motorcycles and automobiles from 4 and 7 cents per mile to 6 and 12 cents re- 
spectively. 

Section 1 of H. R. 4918 would increase the maximum per diem allowance to $13 
but does not propose any increase in the mileage rates. 

The information available to the General Accounting Office, based solely upon 
the experience of our own employees, furnishes us ample basis for recommending 
that the maximum per diem rate be increased to at least $12 but does not furnish 
any basis for favoring the $15 rate. Also we have no information to support any 
recommendation relative to an increase in the mileage rates. Accordingly, we 
will address our comments to H. R. 4918. 

The first part of section 1 of H. R. 4918 would amend section 3 of the Travel 
Expense Act of 1949, to increase the maximum per diem rate to $13. 

We asked some of our employees who frequently perform travel for information 
as to actual daily expenses incurred. Six investigators from the Washington 
office reported an average daily cost of approximately $13.75 while in a travel 
status in the larger cities, such as New York, San Francisco, Chicago, Denver, 
and Cleveland. These costs included hotel, meals, valet service, and nominal 
tips. In return the employees received an allowance of $9 per day. 

In a recent trip to Indianapolis, by our Chief, Budget and Finance Branch, his 
average cost per day for a 3 day stay was $13.25. The hotel room alone was 
$8.50, leaving only 50 cents of the maximum $9 rate for meals, tips and other 
items. 

A member of our Accounting Svstems Division reports that on a recent trip to 
Philadelphia, the hotel room was $7 for his share of a double room, meals average 
$4 a day, and miscellaneous expenses $2.50, making a total of $13.50 for which he 
was paid an allowance of $9. 

Six employees of our Division of Audits report an average daily cost of $12 or 
more. 

Accordingly, it is our recommendation that the maximum rate be established 
at either $12 or $13 whichever the overall facts presented to this subcommittee 
may Warrant. 

The purpose of H. R. 4918 is to permit the heads of departments and agencies, 
who authorize the performance of official travel, to allow, in justifiable cases, 
payment of per diem up to $13 per day in lieu of the present maximum rate of $9. 
It is expected that a maximum of $13 will be allowed only when departments and 
agencies are fully satisfied that such allowance is actually needed to cover expenses 
of Government employees performing travel on official business away from their 
designated posts of duty. The maximum amount authorized by this bill is not 
mandatory but is intended to provide a flexible method of reimbursing Govern- 
ment employees for out-of-pocket expenses incurred when they are required to 
travel in high-cost areas. 

This policy is recognized in paragraph 45 of the Standardized Government 
Travel Regulations which places the responsibility on each agency for authorizing 
only such per diem allowances as are justified to meet the necessary authorized 
expenses for each trip. 

The policy of the General Accounting Office is set forth in an order of the 
Comptroller General as follows: 

“T expect each employee of the General Accounting Office who authorizes or 
directs travel, who performs travel, or who reviews, certifies, or otherwise author- 
izes payments in reimbursement of travel expenses, to exercise due care and 
practice economy in all matters involving travel costs. However, consistent with 
such care and economy, it is my direction that no officer or employee of the 
General Accounting Office be put to personal expense because of his performance 
of properly authorized travel, if it can be avoided under existing laws, regulations, 
and a general program for administering per diem allowances in lieu of actual 
travel expenses.” 

General Accounting Office officials authorized to direct travel are charged with 
the responsibility of authorizing rates commensurate with the circumstances 
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involved. The maximum per diem may be authorized for our employees only 
when it is necessary to cover the proper personal expense of the traveler, which 
under existing conditions is most of the time, particularly on short trips. However, 
the maximum rate may not be authorized in excess of 60 days during a 180-day 
period unless approved in writing by the administrative officer. Also, no per 
diem may be paid in excess of 180 days for duty at any one temporary post of 
duty, except as specifically authorized or approved by the Comptroller General. 

We believe that these regulations of the Comptroller General afford ample 
control for the assurance that we will use the proposed $12 or $13 maximum rate 
only when commensurate with the existing circumstances. 

The increased cost to the General Accounting Office for the fiscal year 1956 
based on a maximum per diem allowance of $12 would be approximately $300,000, 
representing a 23.33-percent increase over proposed estimate of $910,000 and for 
& maximum rate of $13, the increase would be a little over $400,000, representing 
a 31.11-percent increase over such estimate. 

The first section also contains a proviso to take care of a limited number of 
situations where employees are required to travel on assignments which necessitate 
personal expenditures well in excess of the maximum rate. The proviso would 
authorize reimbursement on an actual-expense basis not to exceed a maximum 
amount to be specified in the travel authorization. 

We believe that a maximum should be specified in the bill if reimbursement 
on an actual expense basis is to be authorized. However, we recommend that 
the actual expense basis be discarded and that there be authorized a special per 
diem allowance not to exceed a rate which should be specitied in the legislation. 
This would obviate the necessity for the traveler supporting each item of expendi- 
ture, by receipts or otherwise, as generally is required when reimbursed on an 
actual-expense basis. Language to accomplish this purpose has been submitted 
to the committee and a copy is attached for vour information. 

This language differs substantially from the language of the bill. Under the 
bill, the head of an agency may authorize this expense. However, under exist- 
ing law, the head of an agency is authorized to delegate to any officer or employee 
of his agency any of his functions as he deems appropriate. The proposed lan- 
guage uses the words “department or establishment” so that no one will be mis- 
led into believing that the head of an agency personally will authorize this ex- 
pense. However, we believe that the authority to incur this extraordinary ex- 
pense should be retained on a high organizational level of each agency and that 
the regulations to be issued should preclude any redelegation by the official au- 
thorized by the head of the agency to authorize this expense. 

Also the language of the bill establishes this benefit ‘‘on an actual-expense 
basis” which “may be authorized in advance.’’ The proposed change uses a 
special per diem allowance basis and would permit approval of such an expense 
after the trip where travel is performed in an emergency. This is consistent with 
the provisions of paragraph 5 of the Standardized Government Travel Regula- 
tions. 

Section 2 of the bill would increase the existing $10 maximum per diem to $15 
for persons serving without compensation. 

Section 3, proposing to amend 28 U. 8. C. 1823 (a), would bring the travel rates 
for employees when traveling as witnesses on behalf of the United States under 
the Travel Expense Act. This would obviate the necessity for separate amenda- 
tory legislation at this time or at such future date as the per diem rates under the 
Travel Expense Act are modified. 

We are convinced that an increase in the maximum per diem rate from $9 to 
$12 or $13 is justified. 

Accordingly, we recommend that this subcommittee consider the changes sug- 
gested for the proviso to section 1 and that favorable consideration be given to 
H. R. 4918. 

Suggested change in language for proviso in section 1, H. R. 4918: 

“* * * And provided further, That where because of the unusual circumstances 
of a travel assignment within the limits of the continental United States such 
maximum per diem allowance would be much less than the anticipated subsistence 
expenses of the trip the department or establishment concerned may, in accordance 
with regulations promulgated by the Director, Bureau of the Budget, prescribe a 
special per diem allowance not to exceed $_.-..” 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


TRAVEL EXPENSE ACT OF 1949 
(63 Stat. 166, as amended; 5 U.S. C. 836) 


* * * * * * * 


Sec. 3. Civilian officers and employees of the departments and establishments 
(except justices and judges covered by section 456 of title 28 of the United States 
Code), while traveling on official business and away from their designated posts 
of duty, shall be allowed, in lieu of their actual expenses for subsistence and all 
fees or tips to porters and stewards, a per diem allowance to be prescribed by the 
department or establishment canna not to exceed the rate of [$9] $13 within 
the limits of the continental United States and in case of travel beyond the 
limits of the continental United States not to exceed rates established by the 
Director of the Bureau of the Budget for the localitv in which the travel is per- 
formed: Provided, That such civilian officers and employees who become incapac- 
itated due to illness or injury, not due to their own misconduct, while traveling on 
official business and away from their designated posts of duty, shall be allowed 
such per diem allowances, and transportation expenses to their designated posts of 
duty, in accordance with regulations promulgated and approved under this Act: 
And provided further, That where due to the unusual circumstances of a travel 
assignment within the limits of the continental United States such maximum per diem 
allowance would be much less than the amount required to meet the actual and necessary 
expenses of the trip, the heads of departments and establishments may, in accordance 
with regulations promulgated by the Director, Bureau of the Budget, pursuant to 
section 7, prescribed conditions under which reimbursement for such expenses may be 
authorized on an actual expense basis not to exceed a maximum amount to be specified 
tn the travel authorization, but in any event not to exceed $25. for each day in travel 
status. 

* * * * * * * 


THE ADMINISTRATIVE EXPENSES ACT OF 1946 
(60 Stat. 808; 5 U. S. C. 73B-2) 
* - * * * * * 


Src. 5. Persons in the Government service employed intermittently as consult- 
ants or experts and receiving compensation on a per diem when actually employed 
basis may be allowed travel expenses while away from their homes or regular 
places of business, including per diem in lieu of subsistence while at place of such 
employment, in accordance with the Standardized Government Travel Regula- 
tions, sections 73a, 821-823, and 827-833 of this title, and persons serving without 
compensation or at $1 per annum may be allowed, while away from their homes 
or regular places of business, transportation in accordance with said regulations 
and section 73a of this title, and not to exceed [$10 per diem] $15 per diem within 
the limits of the continental United States and, beyond such limits, not to exceed the 
rates of per diem established by the Director of the Bureau of the Budget pursuant to 
section $ of the Travel Expense Act of 1949, as amended (5 U.S. C. 836), in lieu 
of subsistence en route and at place of such service or employment unless a higher 
rates is specifically provided in an appropriation or other Act: And provided 
further, That where due to the unusual circumstances of a travel assignment within 
the limits of the continental United States such maximum per diem allowance would 
be much less than the amount reauired to meet the actual and necessary expenses of 
the trip, the heads of departments and establishments may, tn accordance with regu- 
lations promulgated by the Director, Bureau of the Budget, pursuant to section 7 
of the Travel Expense Act of 1949 as amended (5 U. S. C. 840) prescribe conditions 
under which reimbursement for such expenses may be authorized on an actual expense 
basis not to exceed a maximum amount to be specified in the travel authorization, 
but in any event not to exceed $25 for each day in travel status. 

* * * * * * * 
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TITLE 28, UNITED STATES CODE 


§ 1823. United States officers and employees. 


(a) Any officer or employee of the United States or any agency thereof, sum- 
moned as a witness on behalf of the United States, shall be paid his necessary 
expenses incident to travel by common carrier, [and if travel is made by privately 
owned automobile mileage at a rate not to exceed 7 cents per mile, together with a 
per diem allowance not to exceed $9 in lieu of subsistence] or, if travel is made 
by privately owned automobile, at a rate not to exceed that prescribed in section 4 
of the Travel Expense Act of 1949, together with a per diem allowance in lieu of sub- 
sistence not to exceed the rates of per diem as prescribed in, or established pursuant 
to, section 3 thereof under regulations prescribed by the Attorney General. * * * 

* * * * * * * 
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ADDITIONAL VIEWS OF CLARE E. HOFFMAN 


This bill, if adopted, will increase by several millions of dollars the 
cost of the operation of the Federal Government. It will add to the 
national debt and the interest charge thereon. 

No complete, accurate estimate of the cost has been made. No 
information was given the committee as to any source from which 
the needed tax dollars can be obtained. 

Federal employees who will be benefited by the increases were fully 
aware of the compensation and expense items to which they were 
entitled when they accepted employment. 

The increase is part of a program which apparently is an effort to 
increase the compensation of all those who render service, either in 
private enterprise or governmental operations. 

It seems inevitable that this increase, as others recently voted, 
and still others which will be put in operation, will tend to increase 
inflation—the cost of living. 

In my opinion, the inevitable result will be ruinous inflation. 

That, history shows, to be the result of similar programs in other 
countries. I know of no reason why it will not be the result here. 

Respectfully submitted. 

Ciare E. Horrman. 
13 
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SECOND URGENT DEFICIENCY APPROPRIATION ACT, 
1955 





May 19, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. J. Res. 310] 


The Committee on Appropriations, to which was referred House 
Joint Resolution No. 310, reports the same to the House with the 
recommendation that the joint resolution be agreed to. 

This resolution provides total appropriations of $25,263,475 as de- 
tailed in the following table: 





— Department or agency Budget estimate 


Recommended Bill compared 
in bill with estimates 





147 | Commission on Organization 
of the Executive Branch of 
the Government $263, 475 $263, 475 
168 | Veterans Administration, 
readjustment benefits 28, 000, 000 | 25, 000, 000 


28, 263, 475 | 25, 263, 475 
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INDEPENDENT OFFICES 


COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE 
GOVERNMENT 


The resolution includes the amount of the budget estimate for 
the Commission on Organization of the Executive Branch of the 
Government, $263,475. Including this amount, a total of $2,848,534 
will have been appropriated for the expenses of the Commission. 
The Committee has included language making this final appropriation 
available in accordance with Public Law — (S. 1763), 84th Congress 
which provides for the termination of the Commission on June 30, 
1955; with an additional 90 days for final liquidation. 


VETERANS ADMINISTRATION 


The Committee has approved an appropriation of $25,000,000 for 
readjustment benefits, a reduction of $3,000,000 in the budget esti- 
mate. The amount recommended will make a total of $567,000,000 
available to the Veterans Administration for this purpose in fiscal 
1955. The additional funds are required to finance an unanticipated 
increase in the number of veterans in training in recent months and 
for increased costs in connection with the loan guaranty program 
arising from the large volume of mortgages guaranteed. 
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REGULATING THE ELECTION OF DELEGATES REPRE- 
SENTING THE DISTRICT OF COLUMBIA TO NATIONAL 
POLITICAL CONVENTIONS 





May 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMittan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany H. R. 191] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 191) to regulate the election of delegates representing 


} the District of Columbia to national political conventions, and for 


c*her purposes, having considered the same, report favorably thereon 


| without amendment and recommend that the bill H. R. 191 do pass. 


The purpose of this bill is to regulate the election of national com- 


| mitteemen and committeewomen and delegates and alternates from 
| the District of Columbia to all conventions of political parties nomi- 


| nating candidates for the Presidency and Vice Presidency of the 
| United States. 


A Board of Elections, composed of three members appointed by 


| the Commissioners of the District of Columbia, would maintain a 
| permanent registry of electors, conduct the elections, certify nominees 
) and the results of elections, and perform other functions incident to 
) the conduct of such elections. 


The bill also regulates expenditures by a candidate, committee, and 


| individuals as follows: 


(a) Candidates shall not make expenditures in excess of $2,500. 
(6) No independent committee or party committee shall receive 
contributions aggregating more than $100,000, or make expendi- 
tures aggregating more than $100,000 for any campaign. 
(c) No individual shall, directly or indirectly, make contribu- 
tion in an aggregate amount in excess of $5,000. 
At the present time elections in the District of Columbia are held 


under party rules, and there is no law regulating or governing such 
elections. 
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The President of the Board of Commissioners of the District of 
Columbia, the Democratic National Committeeman for the District 
of Columbia, and representatives from the following appeared in 
support of this measure: Democratic Central Committee; Citizens for 
Eisenhower, District of Columbia; District of Columbia League of 
Women Voters; Washington Home Rule Committee, Washington 
Chapter; Americans for Democratic Action; Young Democratic Club 
of Washington, D. C.; Federation of Civic Associations; and Federa- 
tion of Citizens Associations. The committee also received a com- 
munication from the Republican State Committee of the District of 
Columbia. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES { 
Ist Session 





AMENDING SUBSECTION (E) OF SECTION 1 OF TITLE 5 
OF THE DISTRICT OF COLUMBIA REVENUE ACT OF 
1937, AS AMENDED 





Mary 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMrt1an, from the Committee on the District of Columbia; 
submitted the following 


REPORT 


[To accompany H. R. 2406] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 2406) to amend subsection (e) of title 47, section 1601 
of the Code of Laws of the District of Columbia, 1951 edition, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill H. R. 2406 do pass. 

The amendments are as follows: 

On page 1 strike out lines 3 through 5 and insert in lieu thereof the 
following: 


That subsection (e) of Sec. 1 of title 5 of the District of Columbia Revenue Act 
of 1937, as amended (47 D. C. Code, sec. 1601), is amended to read as follows: 


Amend the title to read as follows: 


To amend subsection (e) of Sec. 1 of title 5 of the District of Columbia Revenue 
Act of 1937, as amended. 


The purpose of this bill is to amend subsection (e) of title 47; 
section 1601 of the District of Columbia Code, 1951 edition. 

This section of the code now reads as follows: 

(e) Property transferred exclusively for public or municipal purposes, to the 
United States or the District of Columbia, or exclusively for charitable, educa- 
tional, or religious purposes within the District of Columbia, and property trans- 
ferred to the American National Red Cross, shall be exempt from any and all 
taxation under the provisions of this section. 

The section as amended by the proposed legislation would read as 
follows: 


(e) Property transferred exclusively for public or municipal purposes, to the 
United States or the District of Columbia, or exclusively for charitable, educa- 
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tional, or religious purposes shall be exempt from any and all taxation under the 
provisions of this section. 

The purpose of this amendment is simply to strike out of the present 
law the words “within the District of Columbia and property trans- 
ferred to the American National Red Cross’’. 

If this bill is adopted it will mean that all estate gifts, made for 
public or municipal purposes to the United States or the District of 
Columbia, or made to, exclusively, charitable, educational, and re- 
ligious organizations would be exempt from the estate tax. 

At the present time such gifts specifically for charitable, educational, 
or religious purposes, would only be exempt provided the purpose for 
which such gift was to be put was entirely within the District of 
Columbia. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman); 


District or CoLtumBia Cope 47-1601 (e) 50 Statute 683 
* * * * * * * 

_(e) Property transferred exclusively for public or municipal purposes, to the 
United States or the District of Columbia, or exclusively for charitable, educa- 
tional, or religious purposes [within the District of Columbia, and property trans- 
ferred to the American National Red Cross], shall be exempt from any and all 
taxation under the provisions of this section. 
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84TH CONGRESS HOUSE OF REPRESENTATIVES { 
No. 608 


Ist Session 











REGULATING FARES FOR THE TRANSPORTATION OF 
SCHOOLCHILDREN IN THE DISTRICT OF COLUMBIA 





May 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMravy, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 3908] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 3908) to provide for the regulation of fares for the 
transportation of schoolchildren in the District of Columbia, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill (H. R. 3908) do pass. 

The purpose of this legislation is explained in the part of the state- 
ment below which was made by the Chairman of the Public Utilities 
Commission for the District of Columbia. 


The first act of Congress establishing a 3-cent fare for transporting school- 
children was enacted in 1931 (46 Stat. 1419), when the fares were 10 cents cash 
and a token rate of 7% cents, with a charge of 1 cent for transfers between existing 
companies. After merger of the streetcar companies was authorized, the merging 
companies entered into an agreement known as the unification agreement, which 
provided, among other things, that the Public Utilities Commission should fix the 
rate of fare at 3 cents for schoolchildren not over 18 years of age going to and from 
public, parochial, or like schools in the District of Columbia, and that upon accept- 
ance of the agreement by the contracting parties the provision of the 1931 act 
reducing school fares should become inoperative. In Public Resolution No. 47 
of the 72d Congress, approved January 14, 1933 (47 Stat. 752, ch. 10), usually 
referred to as the Merger Act, Congress approved the unification agreement in each 
and every one of its provisions. By enactment of the Merger Act, school fares 
were fixed at 3 cents and the 1931 act was made inoperative. 

At the present time, the District of Columbia fares for Capital Transit Co. are 
20 cents cash, token rate of 16 cents (5 for 80 cents), and a weekly permit for 75 
cents, plus 10 cents for each ride in using the permit. In the last order establish- 
ing rates for Capital Transit Co. (order No. 4052 dated January 20, 1954), the 
Commission found that a rate of return falling within the range of 6% to 6% per- 
cent was fair and reasonable. The rates prescribed by that order went into effect 
January 31, 1954. The Commission’s accounting department advises that for 
the 12 months ended November 30, 1954, Capital Transit Co. earned from its 
total operations approximately 3.8 percent. 
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Transit Fares Bulletin No. 820 of the American Transit Association, dated 
June 1, 1954, shows, among other statistical facts, that the District of Columbia 
is the only city with a 3-cent school fare. There are no cities with a rate as low as 
4 cents. The only 5-cent fares in effect are on municipally owned lines in Boston 
and San Francisco. The school fares in Baltimore, Cincinnati, Chicago, Detroit, 
and Minneapolis are 10 cents. In Philadelphia, it is 744 cents. 

After an exhaustive investigation into public transportation service in the 
District of Columbia by a subcommittee of the Committee on the District of 
Columbia under the chairmanship of Senator Payne, the Committee on the District 
of Columbia issued Report No. 1274 in the 83d Congress, 2d session, pursuant to 
Senate Resolution No. 140, in which the subcommittee stated on page 65 thereof: 

“Since present school fares do not pay the cost of transporting children, the 
regular transit riders are, in effect, subsidizing the school system. This is an 


unfair burden to place on the low-income group which constitutes the backbone 
of transit patronage.” 


This legislation also has the approval of the Board of Commissioners 
for the District of Columbia. 
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84TH CONGRESS t HOUSE OF REPRESENTATIVES | 
Ist Session 





BANK HOLDING COMPANY ACT OF 1955 





May 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany H. R. 6227] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 6227) to provide for the control and regulation of bank 
holding companies, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


Tue Neep ror Banx Houpinca Company LEGISLATION 
INTRODUCTION 


The need for immediate legislation which would at the same time 
control the future expansion of bank holding companies and force 
them to divest themselves of nonbanking business has been estaklished 
to the complete satisfaction of your committee. It held exhaustive 

ublic hearings on H. R. 2674 (since superseded by H. R. 6227) from 
Soleney 28 through March 9, 1955. Executive sessions extended 
from April 20 to May 13. The views of the Federal Reserve System 
were presented by the Honorable William McChesney Martin, 
Chairman of its Board of Governors, while those of the Office of the 
Comptroller of the Currency were presented by the Honorable Ray 
M. Gidney. Other witnesses representing all shades of opinion in 
regard to bank holding companies appeared and were afforded every 
opportunity to set forth their views. All witnesses were subjected to 
unusually lengthy and searching interrogation by the membership 
of your committee. The printed hearings, including appropriate 
exhibits, cover 645 pages. 

Evidence developed during the hearings has convinced your com- 
mittee that bank holding companies are not in accord with the very 
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precepts upon which our banking system rests. The United States 
early in its history, it should be recalled, adopted a democratic ideal 
of banking. Other countries, for the most part, have preferred to 
rely on a few large banks controlled by a banking elite. There has 
developed in this country, on the other hand, a conception of the 
independent unit bank as an institution having its ownership and 
origin in the local community and deriving its business chiefly from 
the community’s industrial and commercial activities and from the 
farming population within its vicinity or trade area. Its activities 
are usually fully integrated with the local economic and social organi- 
zation. ‘The bank holding company device threatens to destroy this 
democratic grassroots institution. 

Your committee believes that the destruction of the American unit 
banking system, resulting in the further concentration of credit facil- 
ities, would have revolutionary effects upon our free-enterprise sys- 
tem. Ultimately, monopolistic control of credit could entirely remold 
our fundamental political and social institutions. 

The time for action is now. We dare wait no longer, for already 
we are rapidly following the example of England whose many banks 
became the Big Five. She finally passed a law against further con- 
centration. The Bank of England has been nationalized. France 
has nationalized its few banks. The same will inevitably come to 
pass here unless we forestall it by legislation. 

There is no question about what the reaction of the American people 
wouid be to such a condition. A nation that would not allow a mo- 
nopoly over tobacco certainly will not condone one over the lifeblood 
of its economy, money, and credit. Through their Representatives in 
Congress and the State legislatures they have at various periods erected 
legal barriers against centralization of credit. Some of these have 
fallen, some have corroded. It is urgently necessary that we stop the 
remaining laws from being evaded. H. R. 6227 would do this. Its 
adoption by the Congress is necessary if we are to preserve our free- 
enterprise banking system, the economic counterpart of our political 
svstem. Each is essential to the other. 

The four fundamental reasons for enacting this legislation are set 
forth below. 


BANK HOLDING COMPANIES THWART NATIONAL BANKING POLICY 


While our banking structure has evolved down through the years to 
meet changing economic requirements, this country has held stead- 
fast to the doctrine that competition should prevail in the banking 
industry. Our national banking policy has aimed at protecting and 
fostering the growth of independent unit banks. 

Repeatedly Congress has been urged to break down the restrictions 
in the national banking law regarding branches of national banks. 
Congress has been urged to permit branches, regardless of State bank 
laws, on a trade area basis, on an interstate or Federal Reserve district 
basis, and in fact on a natienwide basis. Each time, however, Con- 
gress has declared its approval of the American system of local 
independent and competitive banks, and has left the matter of 
branches to the States to determine, each State for itself. In spite of 
these rebuffs, those who have sought to concentrate banking control 
into fewer and fewer hands have been able, in certain areas of the 
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country, to accomplish their purpose to a substantial extent through 
the holding company device, acquiring control of a group of banks 
which, can thereafter be operated, in effect, as branches. 

The opponents of H. R. 6227, it is true, have contended that to 
base holding company legislation on brane h banking law is wrong, 
because there is a differenc e between branches and affiliated, or 
subsidiary, banks. Great stress has been placed on their difference 
in form, which everyone of course recognizes. Your committee feels, 
however, in a large measure they are differences without a distinction, 
Other than in for m, what is the practical difference between a branch 
and a bank the stock of which is owned by a holding company that 
can select the bank’s directors and change them at its pleasure, even 
holding repurchase rights to the directors’ qualifying shares; that can 
hire and fire the bank’s personnel and otherwise supervise its opera- 
tions; that can make its investments, handle its insurance, buy its 
supplies, originate and place its advertising; can pass on its loans to 
local firms and individuals, usually receiving a fee for services per- 
formed? 

Bankers certainly should know whether bank holding company 
subsidiaries can in effect be operated as branches. A bankers’ associ- 
ation asked the bankers of the country this question: ‘‘Do you consider 
holding company banking, in effect, branch banking’? More than 
97 percent of the replies were “Yes.” 

Your committee believes it is obvious that the declared wil! of 
Congress in favor of independent competitive banking is being 
thwarted by indirect branch banking, through the mechanism of the 
holding company. 


BANK HOLDING COMPANIES CIRCUMVENT STATE BANKING LAWS 


In the past, Congress has repeatedly been urged both to permit 
national banks to carry on branch banking across State lines and to 
allow them to operate interstate branches without regard to State 
branch banking laws. The Congress however has steadfastly re- 
spected the rights of the States to specify the extent to whieh branch 
banking shall be practiced within their respective borders. In fact, 
the Federal law authorizes National banks to have branches only to 
the extent that State banks are so permitted under the law of the 
State in which the national bank is located. This establishes parallel 
treatment of branches as regards banks whether State or federally 
chartered. Although this equality exists with respect to branches, 
States have no way to protect themselves against an outside bank 
holding company coming in and buying stock in banks, especially 
national banks, located within their borders. 

Just recently, for example, the General Contract Corp. of St. Louis 
(a holding company) purchased two banks in the southern part of 
Illinois; namely the Bank of Benton and the Bank of Ziegler. A 
commercial bank, under both existing Federal and State laws, is not 
only prohibited from buying stock in banks located in another State, 
but is also prohibited from purchasing stock in banks located in the 
same State. 

This bank holding company would not have been permitted to 
buy these banks which are now subsidiaries of this corporation if 
H. R. 6227 was then on the statute books. ‘This corporation already 
owned the Illinois State Bank of Quincy which now gives it control 
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of 3 banks in Illinois; 4 banks in St. Louis, Mo.; 1 in Memphis, Tenn. ; 
besides 3 insurance companies operating in 42 States; a dealer finance 
and personal loan company, blanketing 7 States; and approximately 
30 finance and personal loan offices extending from St. Louis, Mo., to 
New Orleans, La. 

The General Contract Corp. is by no means unique. Bank holding 
companies of the type which w ould be controlled under the bill now 
reach into 31 States, and no State is immune from invasion. The 
operations of the principal interstate bank holding companies are 
very extensive. As of December 31, 1954, 1 company, the North- 
west Bancorporation, operated 72 banks with 22 branches located in 
7 States; the Equity and Morris Plan Corps. operated 10 banks with 
19 branches located in 4 States and the District of Columbia; the 
Transamerica Corp. operated 6 banks, with 167 branches, located in 
5 States; the First Bank Stock Corp. operated 75 banks with 6 
branches located in 4 States; the First Security Corp. operated 3 
banks with 45 branches located in 3 States. 

The bank holding company moreover circumvents our State bank- 
ing laws on an additional major count, engaging in nonbanking 
businesses. 

Most States restrict banks to the banking business and forbid banks 
to engage in or control nonbanking businesses. Through the device of 
the bank holding company, however, one organization can bring under 
centralized control an unlimited number and variety of businesses. 

A wholly owned subsidiary of Morris Plan Corporation of America, 
the National Industrial Credit Corp., has direct or indirect interests 
in six companies engaged in the fire, casualty, reinsurance, and life- 
insurance business. ‘Transamerica in addition to its banking interests 
in five States, controls corporations engaged in such widely diversified 
businesses as life, fire, automobile, and marine insurance, oil and gas, 
fish canning and processing, frozen foods, castings, forge equipment, 
kitchen tools, and agricultural equipment. 


BANK HOLDING COMPANIES ARE SUSCEPTIBLE TO ABUSE 


Your committee, of course, does not contend that all, or even most, 
holding companies were organized by promoters for unethical pur- 
poses, but the mechanism of the holding company in the field of bank- 
ing, just as in other fields, is particularly susceptible to abuse by such 
individuals. 

It is known, however, that there have been cases such as occurred 
not too long ago where a finance company from Texas acquired control 
of two banks in Chicago and was in the process of acquiring a third 
bank in Indiana, for the evident purpose of loading these institutions 
with questionable paper belonging to the holding company. This 
action resulted in the temporary closing of these Chicago banks. 
Their reopening was only made possible by a change in control and a 
very substantial advance by the Federal Deposit Insurance Corpora- 
tion. 

There have been other cases in which bank holding companies have 
been mismanaged and exploited for the benefit of those who controlled 
them. ‘This fact was lucidly demonstrated during the banking crisis 
of the early 1930’s. The Bank of the United States, a New York 
State-chartered institution that was placed in the hands of receivers 
late in 1930, for example, was found to have no less than 55 affiliates, 
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many of them mere dummy enterprises that had been created to 
serve as holding companies in which poor or doubtful paper could be 
hidden, without having to show it on the books of the parent bank. 

In 1930 the head of the Guardian National Bank of Commerce of 
Detroit appeared before your committee and boastfully told of the 
new era that had been brought to the Detroit area through acquisi- 
tions by holding companies of carefully selected, well-managed and 
strong banks; how, through the supermanagerial ability of the men 
who dominated the holding company stronger institutions, better- 
managed institutions, more profitable institutions, rendering greater 
service to every corner of the city and its environs, had come to bless 
the Detroit area. Within a matter of only a few months both the 
Guardian and the Detroit Bankers—two gigantic Detroit holding 
company groups of banks—began to totter. In 1932 the vast finan- 
cial empire lay in ruins, 297 controlled banks and branch offices, $785 
millions in deposits—the scars of which disaster still mar the lives of 
millions of people. Your committee at that time developed that 12 
men, each of whom invested $100 apiece, had gained control of a 
Detroit chain of more than 250 banks. In other cases banks had lent 
heavily to their officers to finance speculation in the stock of their 
holding companies. Subsidiary banks had been compelled to pay 
unwarranted dividends in the face of operating losses to enable hold- 
ing companies to maintain their dividend policies. Holding com- 
= borrowed from the banks which they owned to finance specu- 
ative dealings. The Banking Act of 1933, it is true, aimed at pre- 
venting a repetition of such abuses. Your committee wishes to point 
out, however, that under the terms of that act, a bank holding com- 
pany can be regulated only if it happens to own a bank which is a 
member of the Federal Reserve System and only if it desires to vote 
the stock of that bank. 


BANK HOLDING COMPANIES NOT AS CONDUCIVE TO ECONOMIC DEVELOP- 
MENT AS INDEPENDENT UNIT BANKS 


Independent unit banks, by their willingness to bear substantial 
local risks, have accelerated the economic development of the United 
States. Most of our leading companies, it should be recalled, were 
once small, and got started because local banks had confidence ao 
the ability of the founders. Ideas and ability are to be found every- 
where. And who is so likely to recognize these as the local banker 
who has the power to act on his intimate knowledge, and who will 
benefit his bank and his community by developing a substantial 
customer and employer. As the Commercial and Financial Chronicle 
has so well stated: 

Unit banking is peculiarly suited to the genius of the American people, to the 
democratic republican form of government which we have developed, to the nature 
of our business and industrial organization, to our social institutions, and to the 
individualism which is the foundation of our national progress * * *, Let us 
never despise the day of small beginnings nor the virtue inherent in small things. 

The local independent bank is itself, of course, an ideal small- 
business enterprise. Local people get together, they invest their own 
capital, they select their own management and solicit the deposits of 
the community in which they are located. They then take those 
deposits and put them out to work for the benefit of the people 
living in that community. Moreover, because of the FDIC, the 
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Federal Reserve System, and its corresponding banks, the local bank 
is in an advantageous position to meet the changing needs of its 
community. 

Your committee should like to reemphasize the fact that this is the 
only country left where most communities are served by home- 
owned and home-managed banks which are aware of and responsive 
to the needs of the people of their areas. Our independent banking 
system has been a vital factor in the development of the United 
States. Like yeast cells in a loaf of bread, each working in its imme- 
diate area, our banks scattered throughout the country have co- 
operated to produce the greatest and most general economic develop- 
ment the world has known. 

Other countries must depend on 3, 4, or 5 banks having up to 
thousands of branches. Policies and important credit decisions are 
made hundreds or thousands of miles from many of the branches. 
The interest of an enterprising local customer may run counter to 
that of a large main office account, in which event the former might 
suffer. ‘This inevitably tends toward concentration in all lines, car- 
tels, the stifling of new enterprises, and stagnation—what has been 
termed the “mature economy.” 


THe Oriain or Grourp BANKING 


During the history of banking in the United States there have been 
in operation three distinct types of banking. ‘They are commonly 
referred to as (1) independent unit banking, representing a bank with 
1 office or with 1 office and branches and having only 1 board of direc- 


tors and 1 capital structure; (2) chain banking, in which 1 individual 
owns or controls a number of independent unit banks; and (3) group 
banking, which is the ownership and control of a group of individual 
banks by a corporate holding company or control of bank shares by a 
trustee or a group of trustees or control through a majority ownership 
of bank shares for investment purposes. This bill, H. R. 6227, is 
concerned only with group banking through what is commonly re- 
ferred to as ownership or control of banks by a bank holding company. 

The most rapid as well as the greatest expansion in group banking 
came during the years 1927-29. This was a period of substantial 
corporate promotional activity which in many cases was activated by 
a desire for promotional and speculative profit. It was during this 
era that most of the bank holding companies were formed including the 
major bank holding companies that are operating at the present time. 
One of the main reasons for the formation of bank holding companies 
was the limitation on branch banking which existed during that time. 
Through the bank holding company device the ownership of banks 
could be acquired in different locations within the same State and also 
in different States. Until 1927 national banks were not permitted 
to open branches and most States did not authorize branch banking 
or if they did so it was limited to areas adjacent to the bank’s home 
office. Thus through the bank holding company device ownership 
and control of banks could be achieved whereas bank growth could not 
be expanded through the medium of branches. 

Bank holding companies are engaged basically in one or two types 
of businesses or both. Some bank holding companies own only the 
stocks of banks and are primarily engaged in managing or controlling 
such banks through such stock ownership. Other bank holding com- 
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panies not only own and control banks but also own or control several 
nonbanking businesses. Historically, National banks and State banks 
(excluding mutual savings banks) have been prohibited from investing 
in the stock of any corporation and their investments are limited to 
investment securities of a debt character, that is notes, bonds, or 
debentures which do not represent an equity ownership. The funda- 
mental reason for this limitation on bank investment in common stocks 
is for the protection of the depositors in our banks. If banks were per- 
mitted to own nonbanking businesses they would be compelled in 
many instances to extend credit to such businesses to the detriment of 
other competitive businesses in the community and possibly also to 
a degree which would be unsound from a banking viewpoint. A bank 
should always be at arms’ length with its borrowers and such a position 
could not be maintained were banks permitted to own nonbanking 
businesses and make credit available to them. Through the bank 
holding company device these restraints which are placed upon banks 
generally are absent. 

Since the bank holding company device can be used to acquire 
control of banks and nonbanking businesses the question might be 
asked as to why such operations have not been controlled previously. 
There is no constitutional basis by which a State could prohibit a 
corporation chartered in another State from owning or controlling a 
national bank located within its borders. The only effective means 
by which bank holding companies can be regulated and controlled is 
through Federal legislation. 


THE PRESENT SITUATION 


As previously mentioned there are now on the statute books certain 
provisions enacted in 1983 and 1935 regulating affiliates and holding 
company affiliates of banks which are members of the Federal Reserve 
System. <Any holding company affiliate which desires to vote the 
stock owned by it in any member bank must first obtain from the 
Board of Governors of the Federal Reserve System a voting permit 
and, as a condition to the permit, the company must agree to submit 
itself and its controlled banks to examination, to establish certain 
reserve funds, to dispose of any interest in securities companies, and 
to declare dividends only out of actual net earnings. 

The term “holding company affiliate” as defined in the Banking Act 
of 1933, as amended, essentially includes any corporation, business 
trust, association, or other similar organization (1) which owns or 
controls, directly or indirectly, either a majority of the shares of capita! 
stock of a member bank or more than 50 percent of the number of 
shares voted for the election of directors of any one bank at the pre- 
ceeding election, or controls in any manner the election of a majority 
of the directors of any one bank, or (2) for the benefit of whose share- 
holders or members all or substantially all the capital stock of a mem- 
ber bank is held by trustees. Any corporation all of the stock of which 
is owned by the United States is excluded and the Board of Governors 
of the Federal Reserve System is also given authority to exclude any 
organization which the Board determines not to be engaged, directly 
or indirectly, as a business in holding the stock of, or managing or con- 
trolling, banks, banking associations, savings banks, or trust com- 
panies, 


740090°—57  H. Rept., 84-1. vol. 3-——6 





8 BANK HOLDING COMPANY ACT OF 1955 


Information with respect to the number of bank holding company 
groups operating in the country is not complete. Control of non- 
member banks by corporations, business trusts, associations, and other 
similar organizations is not generally required to be reported pursuant 
to existing Federal law. Undoubtedly, examination of sources of 
information other than required reports would disclose bank holding 
companies other than the presently known cases for which informa- 
tion is readily available. The Federal Reserve has compiled a list of 
114 known cases in which corporations, business trusts, associations, 
and other similar organizations own or control 50 percent or more of 
the capital stocks of one or more banks including both member and 
nonmember banks. Such groups as of December 31, 1954, had 1,313 
banking offices (including branches) with total deposits of $23.2 
billion. The following table sets forth a breakdown of these groups. 


TasiLe I.—Characteristics and size of 114 bank holding company groups (as of 
Dec. 31, 1954) 





' e Total 
Typo of group Cases Banks | Branches anes Deposits 





Groups presently regulated by Federal Reserve 
ee ese <a 254 8 $10, 781, 929, 000 
1 bank group where the controlled bank is a member 


78 9, 622, 904, 000 


21 682, 820, 000 
More than | bank group where the controlled banks 
are nonmember banks. make . 59 t 1, 117, 417, 000 
Other grovgs with 2 or more banks of which at least 
1 controlled bank is a member bank 2 40 1, 043, 691, 000 

















114} = 452 861 | end 23, 248, 761, 000 





1 Of which 61 have been exempted by the Federal Reserve Board, 
20. which 6 have been exempted by the Federal Reserve Board. 


As of December 31, 1954, there were 18 holding company affiliate 
bank groups operating in the country which had obtained voting 
permits from the Board of Governors of the Federal Reserve System 
and thus were subject to the regulation provided for in existing law. 
These 18 holding company groups operated in 22 States, had 832 
banking offices (including branches) with total deposits of $10.8 
billion. As of the same date all commercial banks in the United 
States had 19,948 banking offices (including branches) with total 
deposits of $183.6 billion. 

While the holding company affiliate bank group totals related to 
national totals appear relatively modest (4.17 percent for number of 
banking offices and 5.87 percent for deposits) a quite different picture 
is presented by examination of the data on a State basis. In 11 States 
more than 20 percent of deposits in all commercial banks in those 
States is controlled by one or more of these 18 holding company 
a bank groups. Detail by States is set forth in the following 
table. 
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TaBLeE I].—Control of bank deposits in certain States 





Percent of ot | 
deposits of | Number of 
18 holding | regulated 
company | holding com- 
groups to | pany groups 
deposits of operating 
all commer- in the 
cial banks State 

in State 








| 
TWO. ... .caccddedcssecdesdsisccotinntiieenntnentategeemanens 78. 29 
IID Sisictsintnintearioty > ta cechdiaidickints sea Almiahinetanaeaty acinar Pe RE RR eR ih 57. 04 
Oregon 44.88 
Montana 44. 19 
Washington Z 32. 76 
Idaho 

South Dakota ; - 

PEOTU DGMNOEE...cccncdcridccsndccdncnndsddsswecsenssuewsatoneeetncEebubweneetees 

Utah. | 
Wisconsin......... sé nindvhmsenbintdinnevbnetébssensinttnneeeemammenees 

Arizona 





Moe rte he Or 





In the case of Nevada, Oregon, and Arizona, just one holding com- 
pany through its controlled banking offices had 74.29, 44.88, and 21.13 
percent of all deposits of all commercial banks in those States respec- 
tively. Of the 18 holding company affiliate bank groups under the 
supervision of the Federal Reserve Board, 4 of these groups operate 
across State lines. One of these groups has banking offices in 7 
States which are located in 3 Federal Reserve districts. 

The provisions of existing law providing for the regulation of the 
activities of a bank holding company apply only if the bank holding 
company controls at least one member bank of the Federal Reserve 
System and only if the holding company desires to vote the stock of 
that member bank. A bank holding company may avoid regulation 
by the Federal Reserve Board through electing not to vote the stock 
of any member bank. For instance there is one bank holding com- 
pany which owns more than 50 percent of the stock of 5 national 
banks, 2 State nonmember banks, and in addition has substantial 
minority interests in 3 other national banks. Although approximately 
36 percent of the par value of all the bank stocks owned by the holding 
company is represented by its stock investment in the five national 
banks, the holding company has not elected to obtain a voting permit 
enabling it to vote the shares of these banks in which in each case it 
owns more than 50 percent of their outstanding capital stocks. 

There are a number of bank holding companies which are not sub- 
ject to regulation by the Federal Reserve Board due to the fact that 
they own controlling interests in only nonmember banks. One such 
holding company owns the controlling stock interest in 8 State banks 
located in 3 States. 

One holding company which has extensive nonbanking investments 
also owns through a subsidiary the controlling interest in 10 banks 
located in 4 States and the District of Columbia. All of these banks 
are State banks and hence the bank holding company is not subject 
to Federal Reserve Board regulation. However, the activities of this 
holding company are such as to make it subject to regulation by the 
Securities and Exchange Commission under the Investment Company 
Act of 1940. While such regulation is extensive in scope it is designed 
principally to protect the interests of share owners as contrasted with 
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holding company regulation by the Federal Reserve Board which is 
concerned principally with protecting the soundness of the banks in 
the group. 

There is nothing in existing law which prevents the combination 
under the same control, through the holding company device, of both 
banking and nonbanking enterprises. Of the 18 holding company 
affiliate groups now under regulation by the Federal Reserve Board 
13 of the groups had stock investments in one or more nonbanking 
organizations. In all, 90 nonbanking organizations were included in 
the holdings of these groups as of December 31, 1953 (latest date for 
which complete year end figures are available). The following table 
sets forth pertinent information as to these holdings. 


TaBLe III].—Nonbanking organizations in 18 holding company affiliate groups 
as of Dec. 81, 1953} 





| 


| 


—— | 
Type of business | Number of | 


Number of /|Total assets of 
nonbanking | nonbanking 


‘4 ’ | 8 
“oe organizations | organizations 








Safe deposit a 

Bank buildings 

Liquidation of assets__. 

Liquidation of assets and insurance ag 

in tignidation: .....<..... ; 

Inactive___- | 
Service Orewilastints Of GOUVG. oo oii < stdecc sec cdikvdwinea 
‘Trustees under deeds of trust 

Insurance agencies 


925, 000 
¥, UOO 
9, 000 

000 
2, O00 

47, 000 
7, OOO 

763, O00 

7, OOO 
9, OOO 
$, OOO) 

$29, 000 
27, 000 
58, 000 

334, 000 
, OOO 
, 000 
, 000 
99, 000 

, 595, 000 

25, 000 

157, 000 

552, 000 
99, 000 

1, 751, 000 


ane Ore 


osters 


Real est ate activiti: $s aad elk ee hot al aay ER 
Real estate sales and insurance 
Real est ate sales, rent 


Re ale esti ate insurat 

Financing and servicing real estate 

Home construction and improvement__...........-------- nels 

Building and loan association........................... sic Boi 

Automobile financing 

Installinent financin 

Installment service age ney 

Abstract and title insurance 

Investment of own funds __..__..-- on seen 

Insurance underwriting (life, fire, casualty, or automobile) 

Catching, processing, and selling fish and fish products -.-.-- 

Metals manufacturing (and subsidiary sales and service com- 
pany) 


| ee Fee ee PM er Lee eee | 113 | 


RS ee 








— 


>, HYT, 000 





493, 000 


~ 
s RD ORR eH OW eee eI ee eh OPO 





1 The “holding company affiliates” in these groups are those which are now subject to the limited regula- 
tion provided by existing law. 
2 Omitting duplications 


One of the regulated bank holding companies which owns more than 
50 percent of the e apital stocks of banks with total deposits of slightly 
over $2 billion, in its annual report for the year ending Dec ember 31, 
1954, sets for th considerable information as to its holdings and oper a- 
tions of nonbanking subsidiaries. This holding company owns all of 
the capital stock of a life insurance wraps dt with total assets of $447 
million. This insurance company with over $5 billion of life insurance 
in force operates in 47 States, 7 Canadian Provi inces, Hawaii, Alaska, 
and the District of Columbia. In addition the holding company 
owned from 92.5 to 100 percent of the capital stock of 4 fire and cas- 
ualty insurance companies which write practically all forms of insur- 
ance other than life. The combined assets of these companies were 
over $98 million and their premium income in 1954 was over $46 
million. The holding company owned a 94.4 percent stock interest 
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in a company which manufactures hydraulic pumps, diesel engines, 
and precision metal products. This manufacturing company with 
assets of $23.7 million had net sales in 1954 of over $35 million. The 
holding company owned a 75.6 percent stock interest in a seafood 
packing company which cans salmon and tuna and also sells frozen 
seafoods as well as precooked fish sticks. Assets of this packing 
company exceeded $11.3 million and 1954 sales volume was almost 
$15 million. The holding company owned all the capital stock of a 
finance company dealing in mortgages and home-improvement loans. 
The finance company had assets of over $36.6 million and at the end 
of 1954 was servicing notes and mortgages totaling slightly over $171 
million. The holding company owned all of the capital stock of a 
real-estate investment company with assets of $19.3 million. This 
investment company develops on its own account or participates with 
others in the development of home and shopping-center projects. It 
realizes income from the sale of oil from 118 producing wells which it 
owns or in which it has an interest together with royalties and rentals 
from 130 properties leased to major oil companies. The company 
owns subsurface rights to approximately 400,000 acres of lands. 


Magsor Provisions or H. R. 6227 


Your committee is convinced from the evidence presented during 
its recent hearings that this bill represents the minimum legislation 
necessary to deal with the bank holding company problem. The 
comunittee wishes to make clear that the legislation which it proposes 
is not designed to abolish bank holding companies or to prohibit the 
expansion, within certain limits, of existing bank holding companies. 


The bill would impose controls which the committee deems desirable 
over the creation and expansion of bank holding companies and would 
require them to separate their business of managing and controlling 
banks from unrelated businesses. ‘The bill contains five major pro- 
visions. 

First, the bill would set forth a declaration that it is the policy of 
the Congress (¢) to control the creation and expansion of bank 
holding companies, (b) to separate their business of managing and 
controlling banks from unrelated business, (c) generally to maintain 
competition among banks and to minimize the danger inherent in 
concentration of economic power through centralized control of 
banks, and (d) to subject bank holding companies to examination and 
regulation. It is the opinion of your committee that bank holding 
companies should be subject, insofar as practicable, to the same type 
of examination as the banks which they control. 

Second, the bill would define a bank holding company as any 
company which either (a) controls 25 percent or more of the voting 
shares of 2 or more banks or of a bank holding company, or (0) is 
found by the Board of Governors of the Federal Reserve System, 
after notice and opportunity for hearing, to exercise a controlling 
influence over 2 or more banks. Certain exemptions from the defini- 
tion of “bank holding company” are, however, provided. These are 
as follows: (a) Any corporation a majority of the shares of which are 
owned by the United States or any State, (6) banks which own or 
control shares solely in a fiduciary capacity (except where such shares 
are held for the benefit of all or a majority of the persons beneficially 
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interested in such bank), and (c) any mutual savings bank, and any 
nonprofit organization operating exclusively for charitable, religious, 
and similar purposes which would otherwise be a bank holding com- 
pany by reason of its ownership of bank stock on the effective date 
of the act. 

Third, the bill would require bank holding companies to obtain the 
prior approval of the Board of the Federal Reserve System before 
acquiring additional bank stocks or assets. The Board, before grant- 
ing approval of any application, would be required to ask for the 
recommendation of the agency that chartered the bank or banks 
involved, the Comptroller of the Currency in the case of a National 
bank and the State supervisor in the case of a State bank. If such 
an agency denied approval within 30 days that action would be final, 
but if approval was granted then the Board, of course, in the light of 
the overall situation still could make its own determination. 

Fourth, the bill would require bank holding companies within a 
maximum of 5 years to divest themselves of interests in nonbanking 
enterprises. Suitable tax relief on the distribution of such interests 
made at the order of the Board, or where because of such an order a 
company chooses to distribute its holdings of bank shares so as to 
cease to be a bank holding company, is provided. 

Fifth, the bill would prohibit a bank subsidiary of a bank holding 
company from investing any of its funds in, or lending any of its funds 
on the security of the stock or other securities of the holding company 
of which it is a subsidiary, and other subsidiaries thereof, and would 
prohibit the bank from making loans to its bank holding company and 
other subsidiaries. 


DEFINITION OF A BANK Houpina Company 


The bill defines a bank holding company as any company which 
either (a) contro!s 25 percent or more of the voting shares of 2 or more 
banks or of a bank holding company, or (6) is found by the Board of 
Governors of the Federal Reserve System, after notice and opportunity 
for hearing, to exercise a controlling influence over 2 or more banks. 
Certain exemptions from the definition of “bank holding company” 
are, however, provided. These are as follows: (a) Any corporation a ma- 
jority of the shares of which are owned by the United States or any 
State, (6) banks which own or control shares solely in a fiduciary ca- 
pacity (except where such shares are held for the benefit of all or a 
majority of the persons beneficially interested in such bank), and (e) 
any mutual savings bank, or any organization operating exclusively 
for charitable, religious, and similar purposes which would otherwise 
be a bank holding company by reason of its ownership of bank stock 
on the effective date of the act. 

Your committee is unable to endorse the definition of “bank holdin 
company” proposed by the Federal Reserve Board. It selecianehioe 
that a “bank holding company” be defined as any company which 
owns or controls, directly or indirectly, a majority of the shares of one 
or more banks. Such a definition would perpetuate the long-recog- 
nized deficiencies of the definition of the term “holding company 
affiliate” contained in present law. This definition is based primarily 
on ownership or control of a majority of the shares of a bank or of the 
shares voted in the last election of directors of a bank. Congress and 
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the courts have recognized the fact that control is often exercised 
through ownership of much less than a majority of the shares of a 
corporation. In the Public Utilities Holding Company Act of 1930, 
for example, the Congress defines a holding company as follows: 

* * * any company which directly or indirectly owns, controls, or holds with 
power to vote, 10 per centum or more of the outstanding voting securities of a 
public-utility company or of a company which is a holding company by virtue of 
this clause or clause (B), unless the Commission, as hereinafter provided, by 
order declares such company not to be a holding company. 

In the Investment Companies and Advisers Act, “control” is de- 
fined in this manner: 

Control means the power to exercise a controlling influence over the manage- 
ment or policies of a company, unless such power is solely the result of an official 
position with such company. 

Any person who owns beneficially, either directly or through one or more 
controlled companies, more than 25 per centum of the voting securities of a com- 
pany shall be presumed to control such company. 

Ownership of a majority of the shares voted in the preceeding 
election of directors is equally unrealistic. In marked contrast to 
its present position the Board in its 1943 annual report acknowledged 
it when it stated: 

In the Board’s experience, the case in which regulation is most necessary is 
likely also to be the case in which advantage has been taken of the gaps in the 
statutory definition with respect to the number of shares owned or controlled. 
The Board believes that these gaps should be filled in by incorporating in the 
statute a more realistic definition envisaging the manner and means by which 
effective control actually is exercised. 

The type of definition now proposed by the Federal Reserve Board 
would not cover some existing groups which are in effect bank holding 
companies. More important, it is quite possible it would not cover 
arrangements for control of a number of banking units which could 
easily be devised in the future to escape coverage of the definition 
proposed by the Board. In contrast, your committee believes the 
definition of “bank holding company”’ contained in H. R. 6227 is a 
realistic definition fullv adequate to meet these possibilities of evasion. 

As pointed out previously this bill does not deal with banks owned 
by an individual. The definition of “company” contained in the bill 
does not include an individual, and it also specifically excludes the 
administrator of a person’s estate, the executor of a person’s will, and 
the trustees of a testamentary trust. Also excluded would be an 
irrevocable trust the corpus of which is donated by one person and 
consists only of such person’s property. In connection with the latter 
exclusion, however, your committee desires to point out that the 
exclusion is only intended to cover bona fide trusts created for specif- 
ically named beneficiaries. The exclusion is not to be used to evade 
the purposes of the act. For instance, if a number of individuals 
owning stock in the same banks create such trusts for the purpose of 
controlling the banks through the voting of the trustees in concert, 
such trusts would not be bona fide trusts entitled to exclusion from the 
provisions of this bill. Your committee desires to alert the Federal 
Reserve Board in this respect, and requests the Board to inform your 
committee and the Congress in its annual reports of attempts to use 
this particular exclusion for the purpose of evading the purposes of 


the bill. 
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Conrrot oF Bank Hotpinac Company EXPANSION 


The bill would control the future expansion of bank holding com- 
panies. The problem of how far bank holding company systems 
should be permitted to expand has long been of serious concern. It 
is in this area that one of the greatest potential evils of bank holding 
company operations exists. 

A chartered bank may be prevented by Federal or State law or 
by the appropriate regulatory agency to which it is subject from 
expanding its banking offices either by the establishment of new 
branches or by taking over and operating the offices of other banks 
as branches. 

In order to establish branches, national banks must first obtain 
permission from the Comptroller of the Curreney, State member 
banks from the Federal Reserve Board, and nonmember insured 
banks from the Federal Deposit Insurance Corporation. But a bank 
holding company is not limited by any such requirements. 

Through the acquisition by the holding company of the stock of 
an existing bank which thereafter may be operated essentially as a 
branch of the holding company system, the denial of a branch appli- 
cation of a controlled bank may become almost meaningless. 

The holding company device lends itself readily to the amassing of 
vast resources obtained largely from the public, which can be con- 
trolled by the relatively few who comprise the management of the 
holding company, giving them a decided advantage in acquiring 
additional properties and in carrying out a program of expansion. 
Such power can be used to acquire independent banks by measures 
which leave local management and minority stockholders little with 
which to defend themselves except their own protests. 

The enactment into law of H. R. 6227, your committee feels, is 
necessary to correct this situation. Section 5 of the bill prov ides 
that no action could be taken which would make a company a bank 
holding company without obtaining the approval of the Federal 
Reserve Board, nor could any voting stock in any bank or the assets 
of a bank be acquired by a bank holding company without obtaining 
approval of the Board. The only exception to these provisions is 
the acquisition by a bank holding company of voting stock acquired 
as a stock dividend. 

Before granting approval to any application, the Board would be 
required to ask for the recommendations of the agency that chartered 
the bank or banks involved, the Comptroller of the Currency in the 
case of a national bank and the State supervisor in the case of a 
State bank. If such agency denied approval within 30 days, that 
action would be final, but if approval was granted then the Board, 
of course, in the light of the overall situation still could make its own 
determination. 

The argument made by the Federal Reserve Board for centering 
all decisions on expansion in its hands is not convincing. It is ap- 
parently the position of the Federal Reserve Board that to give the 
Comptroller in the case of a National bank and the State supervisor 
in the case of a State bank, the right to deny approval of acquisition 
of the stock or assets of a bank would bring about diffusion of author- 
ity, involve dual application of effort and give rise to administrative 
difficulties, 
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Your committee regards this position as fallacious and untenable. 
The Federal Reserve Board agrees that the respective Federal and 
State supervisory authority should be consulted, and their views 
should be considered by the Board. We are unable to see how making 
a recommendation by the State supervisors would entail any less 
investigative work upon their part, create less diffusion of responsi- 
bility, or give rise to less administrative difficulties than the making 
of a definite decision that would be final on the Board. 

As a matter of fact, if the Federal Reserve’s recommendation were 
adopted both the Comptroller and the State supervisor and the Federal 
Reserve would have to make an investigation, but under the terms of 
the bill reported by your committee, if the State supervisor said 
“No,” that would mean no investigation would be necessary by the 
Federal Reserve. ‘The decision would be final and no administrative 
work would follow. 

Section 5 further provides that in no case could further expansion 
outside of the home State of a bank holding company or a subsidiary 
thereof be approved and applications within the home State could be 
approved only within the area within which branches of banks are 
permitted or where by State statute such expansion is specifically 
exempted from branch banking restrictions. 

The essence of section 5, your committee believes, is the placing of 
bank holding company expansion on the same basis as expansion in 
offices of banks. It establishes equity between holding companies 
and banks as to the area in which they can expand. ‘The statutes of 
the States contain provisions clearly calculated to control the extent 
of banking operations by geographic limitations. It has been a 
generally recognized principle that such control could best be exer- 
cised by the individual State, depending on the banking needs of such 
State. This principle was given recognition by the Congress in the 
Banking Acts of 1927 and 1933, which authorized the Comptroller 
of the Currency to approve branches for a National bank only within 
State boundaries, and subject to the restrictions as to location imposed 
by the laws of the State on State banks. 

Nearly all of the States already have legislated on the subject of 
branch banking. There is no reason to force a State again to legislate 
on branch banking. Your committee concurs with R. M. Evans, a 
former member of the Board of Governors of the Federal Reserve 
System, who said: 

* * * Once we acknowledge what has been officially ruled in at least two 
States—that is, that holding company banking is a type of branch banking—then 
holding company legislation should do what our present National banking legis- 
lation does; namely, permit branches when State law permits them and deny 
branches when State law does not permit them. 

Finally, section 5 enumerates the standards which would guide the 
Federal Reserve Board in deciding whether to approve any such 
expansion. First, it would have to consider the financial history and 
conditions of the applicant and the banks concerned; their prospects; 
character of their management; and the needs of the communities 
involved. 

These are in general the considerations now specified in the law as 
the basis for administrative action in connection with the admission 
of State banks to membership in the Federal Reserve System and the 
granting of deposit-insurance coverage. 
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However, under H. R. 6227, the Federal Reserve Board would also 
have to consider whether the proposed expansion of a bank holding 
company or of any banking subsidiary in a bank holding company 
group would extend the operation of the holding company group be- 
yond limits consistent with adequate and sound banking and the 
public interest. 


DIvestMENT OF NONBANKING BUSINESSES 


The bill provides for the divestment by bank holding companies of 
investments in businesses extraneous to banking within a period of 
2 years which period can be extended to a maximum of 5 years by the 
Federal Reserve Board. Suitable tax relief on such distributions made 
at the order of the Board, or where because of such an order a company 
chooses to distribute its holdings of bank shares so as to cease to be a 
bank holding company, is provided. 

The reasons underlying the divestment requirement are simple. 
As a general rule, banks are prohibited from engaging in any other 
type of enterprise than banking itself. This is because of the danger 
to the depositors which might result where the bank finds itself in 
effect both the borrower and the lender. It is for this reason, among 
others, that statutes limiting the investments of banks have been 
passed by both the Congress and State legislatures. 

The bank holding company is under no such restriction. It may 
acquire and operate as many nonbanking businesses as it has funds and 
the disposition to acquire. ‘There are in the country today, as has 
been pointed out previously, bank holding companies which, in addi- 
tion to their investments in the stocks of banks, also control the opera- 
tions of such nonbanking businesses as insurance, manufacture, real 
estate, mining, and a number of others. 

Whenever a holding company thus controls both banks and non- 
banking businesses, it is apparent that the holding company’s non- 
banking businesses may thereby occupy a preferred position over that 
of their competitors in obtaining bank credit. It is also apparent 
that in critical times the holding company which operates nonbanking 
businesses may be subjected to strong temptation to cause the banks 
which it controls to make loans to its nonbanking affiliates even though 
such loans may not at that time be entirely justified in the light of 
current banking standards. In either situation the public interest 
becomes directly involved. 

Your committee finds itself unable to accede to the desire of the 
Federal Reserve Board for discretionary authority to exempt business 
determined by it “‘to be so closely related to the business of banking 
* * * as to make it unnecessary for the prohibitions of this section to 
apply * * *.” 

Your committee finds itself in full accord with the views expressed 
by former Comptroller of the Currency Preston Delano, when he 
testified before the Senate Banking and Currency Committee in 1950 
on the Board’s proposal. He stated: 

Under this provision, a holding company could engage through its subsidiaries 
in any other business which the Board, in its discretion, determines to be a “proper 
incident” to the business of managing, operating, or controlling banks. 

By way of illustrating the possible effect of this sweeping discretionary power, 


it might be pointed out that if the Board of Governors considered the business of 
acquiring consumer paper by purchase or otherwise and the servicing and sale of 
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that paper to be a “proper incident” to the business of managing, operating, or 
controlling banks, a large bank holding company would be in a position to organize 
and control subsidiary companies in every city in the Nation to engage in this 
business in competition with independent banks operating in their respective 
business areas, and such subsidiary companies could funnel this business into the 
banks of the holding company system. 

Freedom to engage in such activities would give to the bank holding company 
systems a tremendous competitive advantage over independent banks, which 
cannot engage in similar activities away from their home offices except through 
duly authorized branches, which in no case can be established beyond State lines. 

Your committee has, however, exempted certain specific businesses 
which it believes to be obviously incidental! to the business of banking. 
A bank holding company would not be required to divest itself of any 
company engaged solely in holding or operating properties used wholly 
or in part by any subsidiary that is a bank in its operations or acquired 
for such future use, or engaged solely in conducting a safe deposit 
business, or solely in the business of serving such holding company 
and its subsidiaries in auditing, appraising, investment counsel, or in 
liquidating assets acquired from such bank holding company and its 
subsidiaries. Neither would a bank holding company be required to 
divest itself of securities which are eligible for investment by national 
banks or general investments of limited amounts. 

Your committee has examined the various proposals to “freeze” 
bank holding companies’ nonbanking investments. All of these, it 
was found, have a common defect. ‘They would leave any company, 
controlled by a bank holding company, free to expand its capital 
structure by issuing preferred stock or bonds, by merger, or the 
organization of subsidiaries of its own. 

The fallacy of any attempt to “freeze” nonbanking investments will 
best be understood by a concrete illustration. ‘Transamerica owns 
75 percent of the outstanding voting stock, carried at $2,665,600, in 
Columbia River Packers. Now let us assume that Transamerica’s 
investment in this company was completely frozen; that is, the amount 
of money it had invested, the number of shares it held, and the per- 
centage of voting shares it held could not be changed. ‘The Columbia 
River Packers, nevertheless, could expand its operations by issuing 
additional securities to others than the holding company. This com- 
pany could also absorb other companies and could expand into other 
fields—in fact into any line of business which its charter permitted. 
It could organize subsidiaries, raising capital funds from outsiders, 
thereby enlarging its financial structure and its operations without 
dissipating the control of the holding company. Last year it broad- 
ened its tuna packing operations and its frozen seafood lines. It 
added precooked fish sticks this year. Your committee has no reason 
to believe the company might not expand into canned fruits and 
vegetables, or other food processing lines, by merger or otherwise. 
Similar expansion could be accomplished by subsidiaries of any bank 
holding company. 

Sevr-Deauine LimiTations 


The bill would prohibit a bank subsidiary from investing any 
of its funds in, or loaning any funds on the securities of, its parent 
bank holding company or subsidiaries thereof. Such a subsidiary 
bank would also be prohibited from loaning any of its funds to its 
parent bank holding company or subsidiaries thereof. Your com- 
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mittee believes that such prohibitions are essential to prevent un- 
sound banking practices. 

While these prohibitions would prevent so-called ‘‘upstream”’ finan- 
cial transactions between a subsidiary bank up to or through its parent 
bank holding company, the prohibitions would not prevent reverse 
operations. The committee recognizes that a bank holding company 
should be able to make loans and investments in its subsidiaries and 
in the case of subsidiary banks may perform a very useful function 
in this regard in supplying needed capital funds. 

The inadequacy of existing law with respect to self-dealing between 
bank holding companies and their subsidiary banks was plainly pre- 
sented to the banking world in 1953 when the Bankers Discount 
Corp. of Dallas, Tex., which operated a chain of small-loan com- 
panies in Texas, Tennessee, Arizona, and California, purchased the 
controlling interest in three banks in the Chicago area which later 
were forced to close temporarily. The almost unbelievable story of 
the Bankers Discount Corp. was recounted to the Senate Banking 
and Currency Committee on June 12, 1953, by H. Earl Cook, chair- 
man of the board of directors of the Federal Deposit Insurance Cor- 
poration, during the hearings on S. 76 and S. 1118, bills to provide 
for the control and regulation of bank holding companies. 

Briefly stated, this is the story as told by Mr. Cook: 


On February 6, 1953, Bankers Discount Corp., of Dallas, Tex., which was 
incorporated in 1946 and operated a chain of small-loan companies in Texas, 
Tennessee, Arizona, and California, purchased the controlling interest in the 
First State Bank of Elmwood Park, Elmwood Park, Ill. Bankers Discount 
acquired 10,800 shares of the outstanding 20,000 shares of stock at $25 per share. 
On February 6 and 25 Bankers Discount Corp. purchased 6,800 shares of the out- 
standing 10,000 shares of stock of the Devon-North Town State Bank, of Chicago, 
Tll., at $90 ashare. In both instances the stock acquired by the Bankers Discount 
was purchased from Henry J. Beutel, president of the two banks, who was also 
president of West Irving State Bank, Chicago, Ill., and his associates. 

Concurrently with the acquisition of the stock in the two banks, Bankers 
Discount obtained unsecured loans from each bank in the amount of the banks’ 
legal lending limit. In the case of First State Bank of Elmwood Park a $50,000 
unsecured loan was obtained and in the Devon-North Town State Bank an 
$85,000 unsecured loan was granted. In the case of Devon a contract was entered 
into on February 16 whereunder the bank agreed to purchase notes from Bankers 
Discount Corp. without recourse for the full:value of such notes less a 2-percent 
discount to be held in a reserve account. Up to April 1 the bank purchased 
approximately $925,000 of such notes which subsequent payments reduced to 
approximately $837,000. In the case of the Elmwood Park Bank a similar agree- 
ment was entered into on or about March 23, and between that date and April 3 
the bank acquired approximately $2,180,0C0 of personal notes previously held by 
Bankers Discount Corp. 

On March 31, the auditor of public accounts of the State of Illinois advised the 
Federal Deposit Insurance Corporation it was his intention to take over the 
Elmwood Park and Devon banks for examination and adjustment on April 2 
unless the Bankers Discount Corp.’s loans and the notes which had been purchased 
by the banks were removed. He made other requirements with regard to the 
management. Subsequently an extension of time was granted the banks by ‘the 
auditor in order to permit them to endeavor to have the Bankers Discount obliga- 
tions removed. This measure failing, the auditor, on the morning of Saturday, 
April 11, took over the Devon and Elmwood Park banks for examination and 
adjustment and also took over the West Irving State Bank which had just agreed 
to purchase approximately $800,000 of Bankers Discount Corp. notes and had 
granted the Bankers Discount a $65,000 unsecured loan. 

As a result of the action taken by the auditor of public accounts the $800,000 
proceeds of the sale of the notes could not be drawn upon by Bankers Discount, 
the sale was canceled and the West Irving State Bank was permitted to reopen 
without financial assistance from this corporation on April 20 after the $65,900 
loan was refinanced by Bankers Discount Corp. 
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Through the extension of financial aid of approximately $4,820,000 by the 
Federal Deposit Insurance Corporation in accordance with the provisions of 
section 13 (e) of the Federal Deposit Insurance Act, the deposit liabilities of First 
State Bank of Elmwood Park were assumed by the newly organized bank of 
Elmwood Park as of the close of business on May 26. 

On May 28, the Devon-North Town State Bank reopened for business, after 
disposing of the Bankers Discount Corp. notes held by it, without the financial 
assistance of this Corporation. 

Your committee feels that to fail to prohibit self-dealing between 
bank holding companies and their subsidiary banks would be to invite 
a repetition of the situation described above. 


Tax Rewer ror Distrisutions MapE UNpER THE AcT 


The bill would add a new part VIII to subchapter O of the Internal 
tevenue Code of 1954. Under this new part, tax relief is accorded 
to distributions which are made pursuant to the Bank Holding Com- 
pany Act of 1955 within the period prescribed in the act. 

In general, a corporation which comes within the terms of the act as 
a bank holding company is given its choice of two alternative routes 
(that is, to remain a bank holding company, or to dispose of its interests 
in banks). 

If the corporation decides to remain a bank holding company subject 
to the supervision of the Federal Reserve Board, it may distribute any 
“prohibited property,”’ which the Board certifies is necessary or appro- 
priate to comply with the act, to its shareholders without the recog- 
nition of gain by the shareholders on the distribution. For this pur- 
pose “prohibited property,” in general, means stock, securities and 
other obligations, or other assets of nonbanking businesses to the extent 
the bank holding company is required to divest itself of such assets 
under section 6 (a) of the bill. The term, however, does not include 
cash, Government bonds, or certain short-term obligations. In the 
ordinary case cash and cash equivalents, such as Government bonds 
and short-term obligations, will not come within section 6 (a) of the 
bill as property which must be disposed of by the bank holding com- 
pany. It is believed desirable, however, to expressly exclude cash, 
etc., from the definition of “prohibited property,” since a similar ex- 
clusion is contained in the comparable provisions of part VI of sub- 
chapter O, relating to exchanges in obedience to SEC orders. 

With respect to the distributing corporation, the usual provisions 
of the Internal Revenue Code of 1954 apply. Under these provisions, 
gain generally is not recognized to the distributing corporation except 
under unusual circumstances such as the distribution of LIFO inven- 
tory, the distribution of property subject to a liability in excess of 
the adjusted basis, or the distribution of certain installment obligations. 

The distribution of “prohibited property” may be made either 
directly to the shareholders of the corporation which is a bank holding 
company or may be transferred to a wholly owned subsidiary expressly 
created for purposes of receiving the prohibited property. The stock 
of the subsidiary must be immediately distributed to the shareholders 
of the corporation which is a bank holding company if the distribution 
is to be made under this bill without the recognition of gain to the 
shareholders. : 

If a corporation which qualifies as a bank holding company under 
the act chooses the second alternative route, it may distribute to its 
shareholders any bank stock or other property of a kind which causes 
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it to be a bank holding company, without the recognition of gain to 
the recipient stockholders. The Board must certify, however, that 
distribution of property of that kind is necessary or appropriate to 
effectuate the policies of the act. In such a case, the corporation 
may, for example, distribute to its shareholders all of its shares of 
bank stock without the recognition of gain even though it would be 
possible to retain shares of stock in one bank without being classified 
as a bank holding company. Your committee believes that this 
treatment is necessary because a corporation which is compelled to 
divest itself of part of its bank stock by reason of the act may wish 
to distribute all of its shares of bank stock, so that no possibility will 
exist that it will be classified as a bank holding company in the future. 

Your committee contemplates that the Federal Reserve Board in 
the discharge of its functions in making certifications that exchanges 
and distributions are necessary or appropriate to effectuate the pur- 
poses of the act will carefully scrutinize the facts and circumstances 
in each case to prevent abuses and will cooperate fully with the 
Treasury Department to this end. Although the time of recognition 
of gain may be legitimately shifted under the provisions of this part, 
nothing in these provisions is to be construed or applied in such 
manner as to permit tax evasion or sham transactions entered into 
for avoiding tax. 

Your committee has restricted the nonrecognition treatment de- 
scribed above to property which was owned on May 15, 1955. ‘This 
restriction is deemed necessary to prevent corporations from purchas- 
ing interests in banks or other property in order that their shareholders 
may get the benefit of the tax treatment provided in the act. The 
restriction would not apply, however, if the property was received in 
a transaction in which gain was not recognized because of the general 
rules described above. For example, if prohibited property was dis- 
tributed by a subsidiary to its parent in a corporate chain without 
recognition of gain to the parent by reason of these provisions, the 
parent, in turn, may distribute the property to its own shareholders 
without recognition of gain under a certification by the Board, even 
though the property was acquired by the parent after May 15, 1955. 
Similarly, the May 15, 1955, cutoff date is not applicable where the 
prohibited property or bank stock (or other similar property) certified 
by the Board is transferred to a wholly owned subsidiary created for 
that purpose and the stock of the subsidiary is immediately distributed 
by the qualified bank holding corporation to its shareholders. 

As in the case of the first alternative route, nonrecognition treat- 
ment is available whether the bank stock or other similar property 
certified by the Board is distributed directly to shareholders or whether 
it is first transferred to a wholly owned subsidiary expressly created for 
that purpose and the stock of the subsidiary is then immediately 
distributed to the shareholders of the parent. 

To prevent certain tax avoidance possibilities that might otherwise 
exist, your committee’s bill does not extend nonrecognition treatment, 
under the general rules described above, to any portion of a distribu- 
tion attributable to a contribution to the capital of any corporation 
where the contribution is made after May 15, 1955. This restriction 
applies whether or not the contribution to capital is made by a share- 
holder of the corporation receiving such contribution. In the case of a 
contribution to the capital of a bank, however, the limitation does not 
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apply if it is determined that avoidance of Federal income tax was not 
a principal purpose of the contribution. 

Where the nonrecognition treatment has been extended to “pro- 
hibited property’ which has been distributed by the corporation 
which is a bank holding company, a final certification must be obtained 
from the Board that the corporation has divested itself of all property 
necessary for compliance with the act within the statutory period per- 
mitted for divestment. If this final certification is not obtained, the 
transactions previously permitted to be made without recognition of 
gain are reopened and tax may be imposed in such cases. For this 
purpose the statute of limitations on assessment of a deficiency result- 
ing solely from such a transaction does not expire until 1 year after the 
date on which the corporation gives notification that a final certifica- 
tion by the Board has been made. 

A similar final certification is required where nonrecognition treat- 
ment has been originally accorded to the distribution of bank stock or 
similar property of a kind which the Board has certified as necessary 
so that the corporation will cease to be a bank holding company. In 
this case the tax provisions of the bill provide that the Board must give 
a final certification that the corporation has ceased to be a bank hold- 
ing company within 2 years after the date of enactment unless the 
time has been extended by the Board for 1-year renewals not to exceed 
5 years from date of enactment. 


MISCELLANEOUS PROVISIONS 


The bill contains a number of miscellaneous provisions, some of 
which are of substantive importance, and some of which are technical 
in nature. 

The basis of stock or other property received by a distributee 
without recognition of gain under the provisions of the bill is deter- 
mined by allocating the adjusted basis of the stock with respect to 
which the distribution was made between such stock and the property 
so distributed. This rule is similar to the general rule for allocation 
of basis in the case of a stock dividend. The bill provides that the 
allocation shall be made under regulations provided by the Secretary 
or his delegate. 


REGISTRATION, REPORTS, AND EXAMINATION 


The bill would require each bank holding company to register 
with the Board of Governors of the Federal Reserve System. It 
would be required to do this within 6 months after the effective date 
of the act or within 6 months after becoming a bank holding company, 
whichever was later, and the Board may grant extensions up to an 
additional 6 months. When registering, it would be required to give 
such information about its finances and operations as the Board 
deemed necessary to carry out the purposes of the act. The bill 
would also authorize the Board, to enable it to carry out the purposes 
of the act, to issue regulations and orders, require reports under oath, 
eo make examinations of each bank holding company and subsidiary 
thereof. 

The Board of Governors would be required within 1 year after the 
effective date of the act, and each year thereafter in the Board’s 
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annual report to report to Congress the results of the administra- 
tion of the act, stating what, if any, substantial difficulties had been 
encountered in carrying out the purposes of the act and any rec- 
ommendation as to changes in the law which the Board believed 
desirable. 

RESERVATION OF RIGHTS TO STATES 


The bill, in a clear-cut statement, would preserve all the rights 
which States, now or hereafter, may have to regulate banks or bank 
holding companies. 

HEARINGS AND REVIEW 


The bill would give any person affected by the Federal Reserve 
Board’s action or omission to act under the bill a right to judicial 
review with a trial of the facts de novo in an appropriate court proceed- 
ing. Your committee believes that simple justice requires any action 
or inaction of the Federal Reserve Board should be subject to hearings 
and the aggrieved party should have the right to court review. 


PENALTIES 


The bill would provide penalties for willful violation of the act or 
any regulations or orders issued by the Board pursuant thereto. Upon 
conviction a company may be fined $1,000 for each day the violation 
continues and an individual upon conviction may be subjected to a 
$10,000 fine or 1 year imprisonment or both. Officers or employees 
of a bank holding company are made subject to the same penalties for 
making false entries in books, reports, or statements that are applicable 
to officers or employees of Federal Reserve member banks ($5,000 fine 
or 5 years’ imprisonment or both). 


SECTION-BY-SECTION ANALYSIS OF THE BILL 


Section 1.—This section provides that this act may be cited as the 
Bank Holding Company Act of 1955. 

Section 2.—This section sets forth a declaration of policy by the 
Congress that the creation and expansion of bank holding companies 
be subjected to control, that bank holding companies be required to 
separate their business of menaging and controlling banks from 
unrelated businesses and that bank holding companies be subjected 
to the same type of examination and regulation as the banks which 
they control. The section further provides that it is a policy of the 
Congress generally to maintain competition among banks and _ to 
minimize the danger inherent in the concentration of economic 
power through centralized control of banks. 

Section 3.—Subsection (a) defines the te:m “bank holding company” 
to mean any company which directly or indirectly owns or controls 
25 percent or more of the voting shares of 2 or more banks or of a 
company which is or becomes a bank holding company by virtue of 
this act; or any company which, after notice and hearing, is deter- 
mined by the Board of Governors of the Federal Reserve System to 
exercise directly or indirectly a controlling influence over the manage- 
ment or policies of 2 or more banks. A successor to any such bank 
holding company for purpose of the act is deemed to be a bank holding 
company as of the date the predecessor company became a bank 
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holding company. However, no (1) mutual savings bank, (2) non- 
profit religious, charitable, scientific, or educational organization, nor 
(3) company owning banks with aggregate deposits of less than 
$15 million as of December 31, 1954, shall be classed as or held to be’ 
a bank holding company by reason of the ownership of the stock of 
any bank as of the effective date of the act. A provision of the defini~ 
tion specifically excludes any corporation wholly owned by the United 
States, or any bank owning or controlling shares in a fiduciary capacity 
except where such shares are beneficially held for all or a majority of 
the persons interested in the bank. 

Subsection (b) defines a “subsidiary” of a specified bank holding 
company in terms of the ownership and control tests applicable to a 
bank holding company. 

Subsection (c) defines the term “company” to include any bank, 
corporation, partnership, joint-stock company, business trust, voting 
trust, association, or any similar organized group of persons whether 
incorporated of not. However, any such company the majority of 
the shares of which are owned by the Federal Government or by any 
State are excluded. 

Subsection (d) defines the term “bank” to include any national or 
State bank, savings bank or trust company, but excludes any organiza- 
tion which does not do business within the United States. The sub- 
section also defines the terms “State member bank” and “district 
bank.”’ 

Subsection (e) defines the term “successor” and gives the Board of 
Governors of the Federal Reserve System the right by regulation to 
further define the term ‘“‘suecessor” to the extent necessary to prevent 
evasion of the purposes of the act. 

Subsection (f) makes clear that where the term “Board” is used in 
the act the reference is to the Board of Governors of the Federal 
Reserve System. 

Section 4.—This section sets ferth powers and duties with respect 
to the registration, making of reports and examination of bank 
holding companies. 

Subsection (a) requires bank holding compames to register and file 
requisite information with the Board within a period of 180 days and 
grants the Board the right to extend such period for not to exceed an 
additional 180 days. 

Subsection .(b) authorizes the Board to issue regulations and orders 
necessary in administration of the act. 

Subsection (c) gives the Board authority to require reports from 
and make examinations of bank holding companies and their subsid- 
iaries. To avoid duplication of effort, use, so far as possible, will be 
made of examination reports of the Comptroller of the C urrency, the 
Federal Deposit Insurance Corporation, or appropriate State bank 
supervisory authorities. 

Subsection (d) requires the Board within a vear and annually there- 
after to report to the Congress on operations under the act and to 
make any recommendations as to changes in the law which appear 
desirable to the Board. 

Section 5.—The provisions of this section relate to future acquisi- 
tions of bank shares or bank assets by bank holding companies or 
by companies which thereby would become bank holding companies. 
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Subsection (a) makes it unlawful, except with prior approval of the 
Board of Governors of the Federal Reserve System (1) for any action 
to be taken which results in a company becoming a bank holding 
company; (2) for any bank holding company or subsidiary thereof to 
acquire directly or indirectly, any voting shares of a bank (other than 
those received as a stock dividend) ; or (3) for any bank holding com- 
pany or subsidiary thereof, other than a bank, to acquire all or sub- 
stantially all of the assets of a bank. 

Subsection (b) requires the Board before approving an application 
for the acquisition of voting shares or assets of a bank to give 30 days 
notice to the Comptroller of the Currency if the applicant or the bank 
involved is a national or district bank or to the appropriate State 
supervisory authority if the applicant or the bank involved is a State 
bank. If the supervisory authority so notified files a written disap- 
proval of the application within the 30-day period the application 
cannot be approved by the Board. 

Subsection (c) confines future bank acquisitions by bank holding 
companies to the State within which the bank holding company or 
subsidiary thereof maintains its principal office or in which it conducts 
its principal operations. Within a State, future bank acquisitions by 
a bank holding company or subsidiary thereof are required to conform 
to the geographic limitations which apply to the establishment. of 
branch banks unless State law otherwise affirmatively permits other 
acquisition. 

Subsection (d) sets forth standards to be considered by the Board in 
connection with applications for bank acquisitions under section 5, 
These relate to financial history and status, prospects, management of 
the holding company and banks involved, needs and welfare of the 
communities, and the public interest. 

Section 6.—This section relates to bank holding company interests 
in nonbanking organizations and provides for separation of banking 
and nonbanking interests. 

Subsection (a) makes it unlawful (except as otherwise provided) 
for a bank holding company to own any shares or other securities or 
obligations of any company other than a bank or to engage in any 
business other than (1) banking, (2) managing or controlling banks, 
or (3) businesses of the kind enumerated in subsection (c) (1) of this 
section. Such ownership or activities become unlawful 2 vears after 
the effective date of the act except that the Poard upon application 
may extend such period up to a maximum of 5 vears after the date of 
enactment or after a company becomes a bank holding company, 
whichever is later. : 

Subsection (b) prohibits a bank holding company after 2 years from 
date of enactment from (1) making any statement on its shares that 
thev represent shares of any other company except a bank or a bank 
holding company, or (2) conditioning in any manner ownership, sale, 
or transfer of its shares upon the ownership, sale or transfer of shares 
of any other company except a bank or a bank holding company. 

Subsection (c) provides appropriate exemptions to the blanket 
prohibitions on bank holding company investments or activities set 
forth in subsection (a). 

Paragraph (1) exempts investments by a bank holding company in 
companies obviously incidental to the business of banking, such as 
holding bank premises, conducting a safe deposit business, or providing 
services such as auditing, appraisal, and investment counsel, or in 
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liquidating assets acquired from the bank holding company or its sub- 
sidiaries. 

Paragraph (2) exempts for a 2-year period investments acquired by a 
bank holding company which is a bank, in satisfaction of a debt previ- 
ously contracted. 

Paragraph (3) exempts for a 2-year period investments acquired by 
a bank holding company from any subsidiary which is requested to 
dispose of such investment by a Federal or State examining authority. 

Paragraph (4) exempts investments held by a bank (which is a 
bank holding company) in a fiduciary capacity and those of the kinds 
and amounts eligible for national bank investment under section 5156 
of the Revised Statutes. The paragraph also exempts shares lawfully 
acquired and owned prior to the enactment of this act by such a bank 
or any of its wholly owned subsidiaries. 

Paragraph (5) exempts investments held by a bank (which is a bank 
holding company) if such investments may be owned under the laws 
of the State in which such bank is operating. 

Paragraph (6) exempts limited general investments of a bank holding 
company from the investment prohibitions of the act. A bank holding 
company may own investments in any company provided such invest- 
ment does not include more than 5 percent of the outstanding voting 
securities of such company and provided the value of the investment 
does not exceed 5 percent of the total assets of the holding company. 
A bank holding company mav also indirectly so invest through an 
investment comnanv provided the investment company does not own 
more than 5 percent of the voting securities of any company and does 
not own any single security having a value greater than 5 percent of 
the total assets of the holding company. 

Section 7.—This section prohibits a bank subsidiary from investing 
anv of its funds in or lending any of its funds to its parent bank holding 
company or subsidiaries thereof and the subsidiary bank may not 
accept the securities of its parent bank holding company or subsidiaries 
thereof as collateral for any loan except for debts previously con- 
tracted. The subsidiary bank may not purchase assets or securities 
under a repurchase agreement from its parent holding company or 
from any of the subsidiaries of that holding company. Routine 
banking transactions between subsidiary banks are not treated as 
extensions of credit and do not fall within the prohibitions of this 
section. Also exempted from the self-dealing prohibitions of this 
section are sectirities of (1) a company described in section 6 (c) (1) 
(activities incidental to bank operations), (2) a company the sub- 
sidiary status of which arises out of a previously contracted bona fide 
debt or (3) a company the subsidiary status of which arises through 
ownership of securities in a fiduciary capacity, except where such 
ownership is for the benefit of all or a majority of the stockholders of 
the bank. 

Section 8.—This section makes clear that there is reservation of the 
rithts of any State for exercise of such powers as it has or may here- 
after have with respect to banks, bank holding companies and the 
subsidiaries thereof. 

Section 9.—This section provides that any person adversely affec'! ed 
or aggrieved shall have the right to a judicia! review of the action or 
nonaction of the Board of Governors of the Federal Reserve System, 
and that the action or nonaction which is the subject thereof shall not 
be considered to be action committed to agency discretion within 
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section 10 of the Administrative Procedure Act. The facts shall be 
subject to trial de novo in an appropriate court proceeding. 

Section 10.—This section provides penalties for willful violation of 
the act or any regulations or orders issued by the Board pursuant 
thereto. Upon conviction a company may be fined $1,000 for each 
day the violation continues and an individual upon conviction may 
be subjected to a $10,000 fine or 1 year imprisonment or both. Offi- 
cers or employees of a bank holding company are made subject to the 
same penalties for making false entries in books, reports, or state- 
ments that are applicable to officers or employees of Federal Reserve 
member banks ($5,000 fine or 5 years imprisonment ot both). 

Section 11.—This section contains technical amendments to bank- 
ing acts and other acts to reflect the provisions of this act. 

Subsection (a) amends the 16th paragraph of section 4 of the 
Federal Reserve Act which pertains to the nomination and election 
of class A and class B directors of Federal Reserve banks. 

Subsection (b) provides for repeal of the last sentence of paragraph 
19 and all of paragraph 22 of section 9 of the Federal Reserve Act. 
These paragraphs respectively deal with the penalty imposed on a 
State member bank for failure to obtain reports of holding company 
affiliates and the applicability of voting permit conditions to State 
member banks affiliated with a holding company affiliate. 

Subsection (ec) provides for repeal of subsection (c) of section (2) 
of the Banking Act of 1933, as amended. That subsection contains 
the definition of a “holding company affiliate” under that act. 

Subsection (d) rewrites section 5144 of the Revised Statutes, 
amended, so as to delete the provisions of that section relating 
voting permits of holding company affiliates of national banks. 

Subsection (e) amends section 5211 of the Revised Statutes so 
to remove a sentence subjecting holding company affiliates to the 
reporting provisions of that section. 

Subsection (f) amends subchapter O of chapter 1 of the Internal 
Revenue Code of 1954 by adding a new part VIII. This part VIII 
specifies the extent to which (during a transition period after the 
enactment of the bill) gain will not be recognized upon receipt of 
property by a shareholder of a bank holding company, if such distri- 
bution is made pursuant to a certification by the Board of Governors 
of the Federal Reserve System that such distribution is necessary or 
appropriate to effectuate the Bank Holding Company Act of 1955. 
The provisions of the new part VIII are restricted by their own terms 
to the gain directly attributable to the receipt of property in the dis- 
tributions specifically described. 

The rules contained in part VIIT are in addition to the other pro- 
visions of subtitle A of the Internal Revenue Code of 1954 (such as 
provisions relating to the recognition or nonrecognition of gain to a 
corporation meking distributions, the provisions under which tax-free 
reorganizations may be effectuated, ete.). Many of these other pro- 
visions are contained in subchapter C of chapter 1 of such code (re- 
lating to corporate distributions and reorganizations). The provisions 
of part VIII supersede the other provisions of chapter 1 only in the 
cases qualifying under part VIII, and in those cases only to the extent 
specific provision is contained in part VIII. 

Section 1101 sets forth the conditions for nonrecognition of gain 
attributable to distributions of property by a qualified bank holding 
corporation when received by the shareholder with respect to his stock 
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in such corporation. In addition rules are provided as to the date the 
qualified bank holding corporation must have acquired the property 
before it can be distributed with no ain recognized to its shareholders 
as a result of the distribution. ‘This section sae prescribes certain 
conditions which must be fulfilled before any such distributions of 
property will obtain the nonrecognition of gain benefits of its provi- 
sions. 

Subsection (a) of section 1101 provides that a distribution of 
prohibited property by a qualified bank holding corporation wit! 
respect to its stock and without the surrender by the shareholder of 
any stock or securities in such corp ration will not result ta any gain 
being recognized on the receipt of such property by the shareholder if 
the Board bas, before the distribution, certified that the distribution 
of such property Is Necessary or ap ropriate carry out the first 
sentence of section 6 (a) of the Bank Holding Company Act of 1955, 
On the date of distribution the distributing corporation must have 
been a qualified bank holding corporation, aT rst sentence of 

tion 6 (a) provides in general that it shall be un with for any 

holding company, after 2 years from iis effective date of the 
Bank Holding Company Act of 1955, to own any shares or 


’ 
' 


securities or obligations of any company other than a bank or to engage 


in any business other than that of banking, or of managing or con- 


kind of businesses enumerated in section 
However, such section 6 (¢) seis forth certain 
‘mits the holding by a bank holding company of 

of prop ‘roy. 
b) of section 1101 — to a distribution of property 
by a qualified bank holding corpo ‘ation, with respect to its steck, to a 
shareholder without the surrender cy e sharcholder of stock or se- 
eurities In such eorp ration where the Board has before the distribu- 
tion certified that (1) such property is of a kind which causes such 
corporation to be a bank holding company, (2) the disposition of 
property of that kind is necessary to enable such corporation to cease 
being a bank holding company, and (3) the distribution is necessary 
or ay pg cir te to effectuate the policies of the Bank Holding Company 
Act of 1955. In the case of a distribution falling within subsection 
(b), 9 gain to the shareholder upon the rec ipt of such property is to 
be recognized. Property which is intended to be covered by sub- 
section (b) of section 1101 is that property or properties which is of a 
kind which causes a company to be a bank holding company within 
the provisions of section 3 (a) of the Bank Holding Company Act of 
1955. ‘Thus, assuming that all the conditions of this part are met, a 
quatiiied bank holding corporation may distribute to its shareholders 
without the recognition of gain to them upon such distribution, part 
or all of the voting shares of one or more of the banks the ownership 
of which voting shares was the basis upon which such corporation is 
a bank holding company, if the Board makes the certification required 
by paragraph (2) of subsection (b). Furthermore, if any corporation 
was held by the Board to be a bank holding company under clause 2 
of section 3 (a) of the Bank Holding Company Act, and if such cor- 
poration is a qualified bank holding corporation as required by this 
part, such corporation would be permitted to distribute whatever 
property it owned upon the basis of which such determination was 
made by the Board to its shareholders without recognition of the gain 
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on the distribution, if the Board certifies in accord with paragraph 
2). 

A qualified bank holding corporation which distributes prohibited 
property with respect to which the Board has certified as required by 
paragraph (2) of subsection (a), may not have any distributions 
qualify under subsection (b). If the first distribution under this part 
falls under subsection ib) no distribution may qualify under sub- 
section (a). It is the intent of these subsections that a qualified 
bank holding corporation must determine whether it will dispose of 
prohibited property and remain a bank holding company or whether 
it will dispose of the property upon the basis of which the corporation 
is determined to be a bank holding company. 

Subsection (c) of section 1101 is a limitation upon the application 
of subsections (a) and (b) Subparagraph (A) of paragraph (1) of 
subsection (c) specifically excludes from the application of subsections 
(a) and (b) of section 1101 any property which a qualified bank holding 
corporation acquired after May 15, 1955, except to the extent such 
corporation received such property (even though subsequent to May 
15, 1955) and gain was not recognized by reason of subsection (a) or 
(b), or unless the property was received by the corporation in exchange 
for all of its stock in an exchange to which paragraph (2) or (3) of 
subsection (c) applies 

Under subparagraph (B) of paragraph (1), neither subsection (a) 
nor (b) of section 1101 is applicable to any distribution by a qualified 
bank holding corporaiion with respect to any stock which was ac- 
quired by the shareholder of such corporation after Mav 15, 1955, 
unless such shareholder receives such stock in a distribution the gain 
with respect to which was not recognized by reason of subsection 
(a) or (b). 

Paragraph (2) of subsection (c) of section 1101 is an exception to 
the general rule of paragraph (1) of subsection (¢) that subsections 
(a) and (b) do not apply to any property acquired by the distribut- 
ing corporation after May 15,1955. Under paragraph (2) if a quali- 
fied bank holding corporation exchanges solely property which, under 
subsection (a), such corporation could distribute directly to its share- 
holders without the recognition of gain to such shareholders, for all 
of the stock of a second corporation created and availed of solely for 
the purpose of receiving such property, and immediately after the 
exchange, the qualified bank holding corporation distributes all of 
such stock to its shareholders with respect to its stock, then all of 
the stock of the second corporation may be distributed to the share- 
holders of such qualified bank holding .corporation without recogni- 
tion of gain. However, prior to such exchange the Board must 
certify that the exchang » and distribution are necessary or appropri- 
ate to effectuate the first sentence of section 6 (a) of the Bank Holding 
C a Act of 1955, 

Paragra ph (3) of subseetion (c) of section 1101 is another exception 
to the cereral rule of par: seraph (1) of subsection (¢) that subsections 
(a) and (b) do not apply to anv propercy acquired by the distributing 
corporation af ier May 15, 1955. Under paragraph (3) if any quali- 
fied bank holding corporation exchanges solely property which, under 
subsection (b), such corporation could distribute direetly to its share- 
holders without the recognition of gain to such shareholders, for all 
of the stock of a second corporation created and availed of solely for 





the 
excl 
sucl 
stoc 
of s 
gain 
that 
ban! 
is in 
com 
app! 
Act 

U 
prov 
any 
of a 
corp 
stoc 
prov 
corp 
of ec 
mak 
of tl 
Und 
secti 
attri 
amo 
$50, 


para 
capi 
avol 
for r 

St 
nor | 
corp 


secti 
any 
6 (a) 
of w 
of s\ 
if th 
Ino 
of p 
eSSeT 
it is 


Act 


graph 


ibited 
‘ed by 
utions 
Ss part 
r sub- 
alified 
ose of 
hether 
ration 


ration 
(1) of 
ctions 
olding 
t such 
» May 
(a) or 
sHange 
(3) of 


on (a) 
ialified 
as ac- 

1955, 
le gain 
secuion 


tion to 
ections 
tribut- 
_quali- 
under 
share- 
for all 
ely for 
ter the 
all of 
. all of 
share- 
ecogni- 
| must 
propri- 
lolding 


ception 
ections 
ibuting 
- quali- 
, under 
; share- 
for all 
lely for 


BANK HOLDING COMPANY ACT OF 1955 29 


the purpose of receiving such property and immediately after the 
exchange, the qualified bank holding corporation distributes all of 
such stock to its shareholders with respect to its stock, then all of the 
stock of the second corporation may be distributed to the shareholders 
of such qualified bank holding corporation without the recognition of 
gain. However, prior to such exchange the Board must have certified 
that such property is of a kind which causes such corporation to be a 
bank holding company, that the disposition of property of that kind 
is necessary to enable such corporation to cease being a bank holding 
company, and that the exchange and distribution are necessary or 
appropriate to effectuate the policies of the Bank Holding Company 
Act of 1955. 

Under subsection (d) of section 1101 the nonrecognition of gain 
provided by subsection (a) or (b) shall not apply to that portion of 
any distribution which is attributable to any contribution to capital 
of any corporation made after May 15, 1955. Thus, assume that 
corporation A (a qualified bank holding corporation) owns all of the 
stock of corporation X (such stock being property falling within the 
provisions of subsection (a) of section 1101). Assume further that 
corporation A, after May 15, 1955, makes a contribution to the capital 
of corporation X in the amount of $50,000. Thereafter, corporation A 
makes a distribution to which subsection (a) of section 1101 applies 
of the stock of corporation X to the shareholders of corporation A. 
Under subsection (d), the nonrecognition of gain provided by sub- 
section (a) does not apply to that portion of the distribution which is 
attributable to the contribution of capital, that is, $50,000. The 
amount of the distribution to the extent of the contribution to capital, 
$50,000, is a distribution subject to the provisions of section 301 of the 
Internal Revenue Code of 1954. 

Paragraph (2) of subsection (d), however, provides an exception to 
the rule established in paragraph (1). Paragraph (2) provides that 
paragraph (1) shall not apply with respect to any contribution to 
capital of a bank if the Secretary or his delegate determines that the 
avoidance of Federal income tax was not one of the principal purposes 
for making such contributions. 

Subsection (e) of section 1101 provides that neither subsection (a) 
nor subsection (b) shall apply with respect to any distribution by a 
corporation unless the Board makes the certification required by the 
subsection. 

Paragraph (1) of subsection (e) relates to certification with respect 
to distributions falling within subsection (a). It provides that sub- 
section (a) shall not apply to any such distribution unless the Board 
certifies that, before the expiration of the period permitted under 
section 6 (a) of the Bank Holding Company Act of 1955 (including 
any extensions thereof granted to such corporation under such section 
6 (a)), the corporation has disposed of all the property, the disposition 
of which is necessary or appropriate to effectuate the first sentence 
of such section 6 (a) (or would have been so necessary or appropriate 
if the corporation had continued to be a bank holding company). 
In order that subsection (a) of section 1101 is to apply to distributions 
of prohibited property by a qualified bank holding corporation, it is 
essential that such corporation dispose of all of the property which 
it is required to dispose of by reason of the Rank Holding Company 
Act of 1955, within the period (including extensions thereof) specified 
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in section 6 (a) of such act. During the period during which such 
corporation is required to dispose of all such property, distributions 
of prohibited property are to be considered as being within subsection 
(a) of section 1101, if other requirements of this part are met. Thus, 
no gain would be recognized to shareholders on distributions (if such 
distributions would otherwise qualify for the benefits of this part) 
during such period. If, at the clese of such period, the corporation 
has disposed of all of the property which it is required to dispose of 
by the Board and the Board has made the certification required under 
subsection (e) of section 1101, subsection (a) of section 1101 will 
apply to distributions of prohibited property. However, if, at the 
close of such period, the corporation has not disposed of all of the 
property the disposition of which is necessary or appropriate to 
effectuate the first sentence of section 6 (a) of the Bank Holding Com- 
pany Act of 1955, then subsection (a) of section 1101 will not apply 
to any distributions of prohibited property by the corporation. Thus, 
in a case where the provisions of subsection (e) (1) are not met, the 
tax treatment of any distribution of prohibited property bv a qualified 
bank holding corporation to its shareholders is governed by the pro- 
visions of other sections of the Internal Revenue Code of 1954 appli- 
cable thereto. 

Paragraph (2) of subsectior (ec) of section 1161 is applicable to dis- 
tributions falling within subsection (b) of section 1101. Subparagraph 
(A) provides that subsection (b) shall not apply with respect to any 
distribution by any corporation unless the Board certifies that, before 
the expiration of 2 vears after the enactment of this part, the qualified 
bank holding corporation has ceased to be a bank holding company. 
However, under subparagraph (B) the 3oard is authorized on the 
application of anv qualified bank holding corporation to extend such 
period from time to time with respect to such corporation for not 
more than 1 year at a time if, in its judgment, such an extension would 
not be detrimental to the public interest. Such period may not in 
any case be extended beyond the date 5 vears after the date of enact- 
ment of this part. In order that subsection (b) of section 1101 is to 
apply to distributions of property of a kind which causes a qualified 
bank holding corporation to be a bank holding company and _ the 
disposition of which is necessary to enable such corporation to cease 
being a bank holding company, it is essential that such corporation 
cease to be a bank holding company within the peried (including 
extensions thereof) specified in subsection (e) (2) of section 1101. 
During the period during which such corporation disposes of property 
to enable it to cease being a bank holding company, distributions of 
such property are to be considered as being within subsection (b) of 
section 1101, if other requirements of this part are met. Thus, no 
gain would be recognized to shareholders on such distributions. (if 
such distributions would otherwise qualifv for the benefits of this part) 
during such period. If, at the close of such peried specified in sub- 
section (e) (2), the corporation has ceased to be a bank holding com- 
pany, subsection (b) of section 1101 will apply to distributions of such 
property. However, if, at the close of such period, the corporation 
has not ceased being a bank holding company, then subsection (b) of 
section 1101 will not apply to any distributions of such property by 
the corporation. Thus, in a case where the provisions of subsection 
(e) (2) are not met, the tax treatment of any distributions of property 
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of a kind which causes a qualified bank holding corporation to be a 
bank holding company to its shareholders is governed by the provi- 
sions of other sections of the Internal Revenue Code of 1954 applicable 
thereto. 

Section 1102 provides special rules for the application of this part: 

Subsection (a) relates to the basis of property acquired in distribu- 
tions under either subsection (a) or subsection (b) of section 1101, 
If gain is not recognized by reason of either of such subsections with 
respect to the receipt of any property, then the basis of such property 
and of the stock with respect to which it was distributed, shall, in the 
hands of the distributee, be determined by allocating the adjusted 
basis of such stock between such property and such stock. Such 
allocation shall be made under regulations prescribed by the Secretary 
or his delegate. 

Subsection (b) of section 1102 relates to the periods of limitation. 
Under this subsection the periods of limitation provided in sections 
6501 and 6502 on the making of an assessment or the collection by 
levy, or a proceeding in court shall not expire, with respect to any 
deficiency (including interest and additions to the tax) resulting solely 
from the receipt of property to which subsection (a) or (b) of section 
1101 applies, before the date which is 1 year after the date on which the 
corporation notifies the Secretary or his delegate, that final certifica- 
tion by the Board with respect to the corporation from which such 
property was received has been made under section 1101 (e); and such 
assessment and collection may be made notwithstanding any provision 
of law or rule of law which would otherwise prevent such assessment 
and collection. Thus, if the Board does not make the certification 
provided in subsection (e) (1) or (2), the periods of limitation provided 
in sections 6501 and 6502 will not prohibit the making of an assess- 
ment or collection by levy or proceeding in court with respect to any 
deficiency for prior taxable vears resulting solely from receipt of 
property which would otherwise fell within subsections (a) or (b) of 
section 1101. 

Subsection (c) of section 1102 relates to allocation of earnings and 
profits. In case of any exchange described in section 1101 (e) (2) 
or (3), the earnings and profits of the corporation transferring the 
property shall be properly allocated between such corporation an d the 
corporation receiving such property under regulations prescribed by 
the Secretary or his de legate. 

Subsection (d) relates to itemization of property distributed. The 
Board is required in any certification under this part to make such 
specification and itemization of property as may be necessary to carry 
out the provisions of this part. 

Section 1103 sets forth the definitions, for purposes of this part, 
of “bank holding company,” “qualified bank holding corporation,” 
“prohibited property,” “nonexempt property,” and “Board.” 

Subsection (a) of this section provides that the term “bank holding 
company” means a bank holding company as defined by section 3 of 
the Bank Holding Company Act of 1955. 

Subsection (b) of this section defines the term ‘qualified bank hold- 
ing corporation.” In order for a corporation to be a qualified bank 
holding corporation, and therefore for its shareholders to receive the 
special tax treatment provided by this part, it must not only be a bank 
holding company but in addition, it must hold “prohibited property” 
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as defined in subsection (c). For example, if the sole assets of cor- 
poration X consist of 25 percent of the voting shares of each of 2 banks, 
corporation X is not a qualified bank holding corporation. 

In addition, to be a qualified bank holding corporation the pro- 
hibited property must have been acquired on or before May 15, 1955, 
by a corporation which is a bank holding company, or must have been 
acquired in a distribution to it by a qualified bank holding corporation 
with respect to which gain is not recognized by reason of section 1101 
(a). Furthermore, a bank holding company which holds prohibited 
property acquired by it in exchange for all of its stock in an exchange 
described in section 1101 (e) (2) is a qualified bank holding corporation. 

The preceding paragraph may be illustrated by the following exam- 
ples. (1) If the sole assets of corporation X on May 15, 1955, consist 
of cash and 25 percent of the voting shares of each of 2 banks and on 
May 30, 1955, corporation X purchases nonbanking business assets, 
corporation X is not a qualified bank holding corporation. (2) The 
sole assets of corporation Y, on May 15, 1955, consist of 25 percent of 
the voting shares of each of 2 banks and 4 percent of the outstanding 
voting securities (the value of which is less than 5 percent of the value 
of corporation Y’s total assets) of corporation Z, a qualified bank 
holding corporation. Corporation Z distributes nonbanking business 
assets to corporation Y which are prohibited property in the hands of 
corporation Y, in a distribution to which section 1101 (a) applies. 
Corporation Y becomes a qualified bank holding corporation by reason 
of the distribution by Z. (3) On May 15, 1955, corporation B owns 
all of the stock of corporation A, a qualified bank holding corporation 
on such date. Corporation B, a qualified bank holding corporation 
by virtue of its ownership of the stock of corporation A, transfers such 
stock to corporation C in an exchange meeting the requirements of 
section 1101 (ce) (2). Corporation C is a qualified bank holding 
corporation. 

Notwithstanding that a corporation meets the requirements of 
paragraph (1) of subsection (b), such corporation shall not be a 
qualified bank holding corporation unless it meets the additional 
requirements of subparagraphs (A), (B), and (C) of paragraph (2). 

Subparagraph (A) of paragraph (2) provides that a bank holding 
company shall not be a qualified bank holding corporation unless 
such corporation would have been a bank holding company on May 
15, 1955, if the Bank Holding Company Act of 1955 had been in 
effect on such date, or unless such corporation is a bank holding 
company determined solely by reference to the following: (1) Property 
acquired by such corporation on or before May 15, 1955; (2) property 
acquired by such corporation in a distribution by a qualified bank 
holding corporation to such corporation wherein gain was not recog- 
nized by reason of subsection (a) or (b) of section 1101; and (3) 
property acquired by such corporation in exchange for all of its stock 
in an exchange meeting the requirements of section 1101 (c) (2) or (3). 

Thus, if on May 15, 1955, the sole assets of corporation X consist 
of cash and business assets and on May 30, 1955, corporation X 
acquires 25 percent of the voting shares of each of 2 banks for cash, 
then, by reason of subparagraph (A) of paragraph (2), corporation X, 
although a bank holding company, holding prohibited property 
acquired by it before May 15, 1955, is not a qualified bank holding 
corporation. An additional example of the application of subpara- 
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graph (A) of paragraph (2) is where corporation X is determined, by 
the Board, after May 15, 1955, to be a bank holding company by 
reason of clause (2) of section 3 (a) of the Bank Holding Company 
Act of 1955, solely by reference to (1) property acquired by suc 
corporation on or before May 15, 1955, and (2) property acquired 
by it from a qualified bank holding corporation in a distribution in 
which gain to the distributee was not recognized by reason of sub- 
section (a) or (b) of section 1101. 

Except as explained in the next paragraph, subparagraph (B) of 
paragraph (2) provides that a bank holding company shall not be a 
qualified bank holding corporation by reason of either (1) the acquisi- 
tion by such bank holding company of prohibited property after 
May 15, 1955, in a distribution from a qualified bank holding corpora- 
tion to which section 1101 (a) is applicable or (2) the acquisition by 
such bank holding company (which company would not have been a 
bank holding company on May 15, 1955, if the Bank Holding Com- 
pany Act of 1955 had been in effect on such date) of property described 
in clause (i1) of subparagraph (A) of paragraph (2). An example of 
the operation of the foregoing is where, on May 15, 1955, the sole 
assets of corporation Y consist of cash and 25 percent of the voting 
shares of each of two banks. On May 30, 1955, corporation Y pur- 
chases for cash 50 percent of the stock of corporation Z, a qualified 
bank holding corporation. Corporation Z distributes business assets 
to corporation Y in a distribution in which gain to corporation Y with 
respect to the receipt of such property was not recognized by reason 
of section 1101 (a). Corporation Y is not a qualified bank holding 
corporation since such property was acquired by corportation Y in a 
distribution with respect to stock acquired after May 15, 1955. 

A bank holding company may be a qualified bank holding corpora- 
tion by reason of the property described in the preceding paragraph 
if such property was acquired in a distribution with respect to stock 
which was acquired by such company (1) on or before May 15, 1955, 
(2) in a distribution (with respect to stock held by it on May 15, 
1955, or with respect to stock in respect of which all previous applica- 
tions of this clause are satisfied) with respect to which gain to it was 
not recognized by reason of subsection (a) or (b) of section 1101, or 
(3) in exchange for all of the stock of the bank holding company in 
an exchange meeting the requirements of section 1101 (¢) (2) or (3). 

Subparagraph (C) of paragraph (2) states that a corporation 
may not be treated as a qualified bank holding corporation unless 
the Board certifies that it satisfies the requirements of subsection 
(b) of section 1103. 

Subsection (c) of section 1103 defines the term “prohibited prop- 
erty.’”’ Such property is defined as property, other than nonexempt 
property, the disposition of which, in the case of any bank holding 
company, would be necessary or appropriate to effectuate the first 
sentence of section 6 (a) of the Bank Holding Company Act of 1955, 
if such company continued to be a bank holding company beyond the 
period (including any extensions thereof) specified in section 6 (a), 
in the case of distributions under section 1101 (a), or specified in sec- 
tion 1101 (e) (2) (B), in the case of distributions under section 1101 
(b). The term “prohibited property” does not include shares, securi- 
ties, or obligations of any company which are held by a bank holding 
company to the extent that the ownership by such bank holding 
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company of such property is not prohibited by section 6 of such act 
by reason of subsection (¢) (6) of such section. 

Subsection (d) defines the term ‘“nonexempt property,” the dis- 
tribution of which may not be accorded the tax treatment provided 
by this part. 

Subsection (e) of this section states that the term “Board” means 
the Board of Governors of the Federal Reserve System. 

Subsection (g) amends the Investment Company Act of 1940, as 
amended, and the Investment Advisers Act of 1940, as amended, so as 
to exclude from those acts, bank holding companies as defined in the 
Bank Holding Company Act of 1955 rather than as defined in the 
Banking Act of 1933. The subsection also excludes from the Invest- 
ment Company Act of 1940 and the Investment Advisers Act of 1940 
any banking subsidiary or other subsidiary of a bank holding company 
if such subsidiary is exempt from the provisions of section 6 of the 
Bank Holding Company Act of 1955 by reason of the provisions of 
section 6 (ce) (1) of that act. 

Section 12. This section contains a savings clause to make clear that 
nothing in this act shall be construed as approving any act, action, or 
conduct in violation of existing law or constituting a defense in 
antitrust or monopolistic proceedings. 

Section 13. This section contains the usual separability clause for 
provisions of the act. 


’ 


Cuances IN Existina Law 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 


duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FEDERAL RESERVE ACT, AS AMENDED 


* * * * * * 

Sec, 4, * * * 

Paragraph i6. Nomination and election of class A and B directors 

Directors of class A and class B shall be chosen in the following manner: 

The Board of Governors of the Federal Reserve System shall classify the 
member banks of the district into three general groups or divisions, designating 
each group by number. Each group shall consist as nearly as may be of banks of 
similar capitalization. Each member bank shall be permitted to nominate to 
he chairman of the board of directors of the Federal Reserve bank of the district 
one candidate for director of class A and one candidate for director of class B. 
The candidates so nominated shall be listed by the chairman, indicating by whom 
nominated, and a copy of said list shall, within fifteen days after its completion, 
be furnished by the chairman to each member bank. Each member bank by 3 
resolution of the board or by an amendment to its by-laws shall authorize its 
president, cashier, or some other officer to cast the vote of the member bank in the 
elections of elass A and class B directors: [Provided, That whenever any two or 
more member banks within the same Federal Reserve district are affiliated with 
the same holding company affiliate, participation by such member banks in any 
such nomination or election shall be confined to one of such banks, whieh mav be 
designated for the purpose by such holding cormpany affiliateJ Provided, That 
whenever any member banks within the same Federal Reserve district are subsidiaries 
of the same bank holding company within the meaning of the Bank Holding Company 
Act of 1955, participation in any such nomination or election by such member banks, 
tncluding such bank holding company if it is also a member bank shall be confined 
10 one of such banks, which may be designated for the purpose by such holding 
company. 

o * 2 * * * & 
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Src. 9. * * * 
Paragraph 19. Failure to obtain reports of affiliates 
Any such affiliated member bank which fails to obtain from any of its affiliates 
and furnish any report provided for by the two preceding paragraphs of this 
section shall be subject to a penalty of $100 for each day during which such failure 
continues, which, bv direction of the Board of Governors of the Federal Reserve 
System, may be collected, by snit or otherwise, by the Federal reserve bank of 
the district in which such member bank is located. [For the purposes of this 
paragraph and the two preceding paragraphs of this section, the term “affiliate” 
shall include holding company affiliates as well as other affiliates. J 
* * ¥ * oS ok % 
Paragraph 22. Holding company affiliates 
Ciach State member bank afiiliated with a holding company affiliate shall 
obtain from such holding company affiliate, within such time as the Board of 
Governors of the Federal Reserve System shall prescribe, an agreement that 
such holding company alfiiliate shall be subject to the same conditions and limita- 
tions as are applicable under section 5144 of the Revised Statutes, as amended, in 
the case of holding company affiliates of national banks. A copy of each such 
agreement shall be filed with the Board of Governors of the Federal Reserve 
Upon the fs ite member bank affiliated with a holding com- 
iate to obtain such an agreement within the time so prescribed, the 
} ‘eder erve System shall require such bank to 
nk and to forfeit all rights and 
ivi leral Reserve System as provided in this section. 
Whenever » Hoare f Ge rnors of the Federal Reserve Svstem shall have 
revok« h ting permi any such holding company affiliate, the Board of 
Governors of the leral Reserve System may, in its diseretion, require any or 
Is mber banks affiliated with such holding companvy affiliate to surrender 
their stock in the Federal reserve bank and to forfeit all rights and privileges of 
membership in the Federal Reserve System as provided in this section. ] 
e * * * * * * 


BANKING ACT OF 1933, AS AMENDED 
* * * * * o 


2. As used in this Act and any provision of law amended by this Act— 


* *« * * * * * 

E(c) The term “holding company affiliate” shall include any corporation, 
business trust, association, or other similar organization— 

{(1) Which owns or controls, directly or indirectly, either a majority of the 
shares of capital stock of a member bank or more than 50 per centum of the 
number of shares voted for the election of directors of any one bank at the pre- 
ceding election, or controls in any manner the election or a majority of the directors 
of any one bank; or 

[‘2) For the benefit of whose shareholders or members all or substantially all 
the capital stock of a member bank is held by trustees. 

[Notwithstanding the foregoing, the term “holding company affiliate” shall 
not include (except for the purposes of section 23A of the Federal Reserve Act, 
as amended) any corporation all of the stock of which is owned by the United 
States, or any organization which is determined by the Board of Governors of 
the Federal Reserve System not to be engaged, directly or indirectly, as a business 
in holding the stock of, or managing or controlling, banks, banking associations, 
savings banks, or trust companies. J 

* * * * * * * 


SECTION 5144, REVISED STATUTES, AS AMENDED 


Sec. 5144. In all elections of directors, each shareholder shall have the right 
to vote the number of shares owned by him for as many persons as there are 
directors to be elected, or to cummlate such shares and give one candidate as many 
votes as the number of directors multiplied by the number of his shares shall 
equal, or to distribute them on the same principle among as many candidates as 
he shall think fit; and in deciding all other questions at meetings of shareholders, 
each shareholder shall be entitled to one vote on each share of stock held by him; 
except that (1) this shall not be construed as limiting the voting rights of holders 
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of preferred stock under the terms and provisions of articles uf association, or 
amendments thereto, adopted pursuant to the provisions of section 302 (a) of the 
Emergency Banking and Bank Conservation Act, approved March 9, 1933, as 
(amended, ] amended; (2) in the election of directors, shares of its own stock held 
by a national bank as sole trustee, whether registered in its own name as such 
trustee or in the name of its nominee, shall not be voted by the registered owner 
unless under the terms of the trust the manner in which such shares shall be voted 
may be determined by a donor or beneficiary of the trust and unless such donor or 
beneficiary actually directs how such shares shall be voted[,] ; and (3) shares of 
its own stock held by a national bank and one or more persons as trustees may be 
voted by such other person or persons, as trustees, in the same manner as if he or 
they were the sole trustee [, and (4) shares controlled by any holding company 
affiliate of a national bank shall not be voted unless such holding company affiliate 
shall have first obtained a voting permit as hereinafter provided, which permit 
is in force at the time such shares are voted, but such holding company affiliate 
may, Without obtaining such permit, vote in favor of placing the association in 
voluntary liquidation or taking any other action pertaining to the voluntary 
liquidation of such association]. Shareholders may vote by proxies duly au- 
thorized in writing; but no officer, clerk, teller, or bookkeeper of such bank shall 
act as proxy; and no shareholder whose liability is past due and unpaid shall be 
allowed to vote. Whenever shares of stock cannot be voted by reason of being 
held by the bank as sole trustee, such shares shall be excluded in determining 
whether matters voted upon by the shareholders were adopted by the requisite 
percentage of shares. 

[For the purposes of this section shares shall be deemed to be controlled by a 
holding comvany affiliate if they are owned or controiled directly or indirectly 
by such holding compeny affiliate, or held by any trustee for the benefit of the 
shareholders or members thereof. 

[Any such holding company affiliate may make application to the Board of 
Governors of the Federal Reserve System for a voting permit entitling it to 
vote the stock controlled by it at any or all meetings of shareholders of such 
bank or authorizing the trustee or trustees holding the stock for its benefit or 
for the benefit of its shareholders so to vote the same. The Board of Governors 
of the Federal Reserve System may, in its discretion, grant or withhold such 
permit as the public interest may require. In acting upon such application, the 
Board shall consider the financial condition of the applicant, the general char- 
acter of its management, and the probable effect of the granting of such permit 
upon the affairs of such bank, but no such permit shall be granted except upon 
the following conditions: 

{(a) Every such holding company affiliate shall, in making the application 
for such permit, agree (1) to receive, on dates identical with those fixed for the 
examination of banks with which it is affiliated, examiners duly authorized to 
examine such banks, who shall make such examinations of such holding company 
affiliate as shall be necessary to disclose fully the relations between such banks 
and such holding company affiliate and the effect of such relations upon the 
affairs of such banks, such examinations to be at the expense of the holding com- 
pany affiliate so examined; (2) that the reports of such examiners shall contain 
such information as shall be necessary to disclose fully the relations between 
such affiliate and such banks and the effect of such relations upon the affairs of 
such banks; (3) that such examiners may examine each bank owned or controlled 
by the holding company affiliate, both individually and in conjunction with other 
banks owned or controlled by such holding company affiliate; and (4) that 
publication of individual or consolidated statements of condition of such banks 
may be required; 

E(b) After five vears after the enactment of the Banking Act of 1933, every 


such holding company affiliate (1) shall possess, and shall continue to possess, 


during the life of such permit, free and clear of any lien, picdge, or hypothceation 
of any nature, readily marketable assets other than bank stock in an amount 
not less than 12 per centum of the aggregate par value of all bank stocks con- 
trolied by such holding company affiliate, which amount shall be increased by 
not less than 2 per centum per annum of such aggregate par value until such 
assets shall amount to 25 per centum of the aggregate par value of such bank 
stocks; and (2) shall reinvest in readily marketable assets other than bank stock 
all net earnings over and above 6 per centum per annum on the book value of its 
own shares outstanding until such assets shall amount to such 25 per centum of 
the aggregate par value of all bank stocks controlled by it; 
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L(c) Notwithstanding the foregoing provisions of this section, after five years 
after the enactment of the Banking Act of 1933, (1) any such holding company 
affiliate the shareholders or members of which shall be individually and severally 
liable in proportion to the number of shares of such holding company affiliate 
held by them respectively, in addition to amounts invested therein, for all status 
tory liability imposed on such holding company affiliate by reason of its control 
of shares of stock of banks, shall be required only to establish and maintain out 
of net earnings over and above 6 per centum per annum on the book value of its 
own shares outstanding a reserve of readily marketable assets in an amount of 
not less than 12 per centum of the aggregate par value of bank stocks controlled 
bv it, and (2) the assets required by this section to be possessed by such holding 
company affiliate may be used by it for replacement of capital in banks affilated 
with it and for losses incurred in such banks, but any deficiency in such assets 
resulting from such use shall be made up within such period as the Board of 
Governors of the Federal Reserve System may by regulation prescribe and the 
provisions of this subsection, instead of subsection (b), shall apply to all holding 
company affilates with respect to any shares of bank stock owned or controlled 
by them as to which there is no statutory liability imposed upon the holders of 
such hank stock: 

{(d) Every officer, director, agent, and emplovec of every such holding company 
affiliate shall be subject to the same penalties for false entries in any book, report, 
or statement of such holding company affiliate as are applicable to officers, 
directors, agents, and employees of member banks under section 5209 of the 
Revised Statutes, as amended (U. 8. C., title 12, sec. 592); and 

{(e) Every such holding company affiliate shall, in its application for such 
voting permit, (1) show that it does not own, control, or have any interest in, 
and is not participating in the management or direction of, any corporation, 
business trust, association, or other similar organization formed for the purpose of, 
or engaged principally in, the issue, flotation, underwriting, public sale, or dis- 
tribution, at wholesale or retail or through svndicate participation, of stocks, 
bonds, debentures, notes, or other securities of any sort (hereinafter referred to 
as “securities company’’); (2) agree that during the period that the permit 
remains in force it will not acquire anv ownership, control or interest in anv such 
securities company or participate in the management or direction thereof: (3) 
azree that if, at the time of filing the application for such permit, it owns, controls, 
or has an interest in, or is participating in the management or direction of, any 
such securities company, it will. within five vears after the filing of such applica- 
tion, divest itself of its ownership, control], and interest in such securities company 
and will cease participating in the management or direction thereof, and will not 
thereafter, during the period that the permit remains in force, acquire any further 
ownership, control, or interest in any such securities company or participate in 
the management or direction thereof; and (4) agree that thenceforth it will 
declare dividends only out of actual net earnings. 

[if at any time it shall appear to the Board of Governors of the Federa! Reserve 
System that any holding company affiliate has violated anv of the provisions of 
the Banling Act of 1933 or of any agreement made pursuant to this section, the 
Board of Governors of the Federal Reserve System may, in its diseretion, revoke 
anv such voting permit after giving sixty davs’ notice bv registered mail of its 
intention to the holding company affiliate and affording it an opportunity to be 
heard. Whenever the Board of Governors of the Federal Reserve System shall 
have revoked anv such voting permit, no national bank whose stock is controlled 
bv the holding company affiliate whose permit is so revoked shall receive deposits 
of public moneys of the United States, nor shall any such national bank pav any 
further dividend to such holding company affiliate upon any shares of such bank 
controlled by such holding company affiliate. 

[Whenever the Board of Governors of the Federal Reserve System shall have 
revoked any voting permit as hereinbefore provided, the rights, privileges, and 
franchises of any or all national banks the stock of which is controlled by such 
holding company affiliate shall, in the diseretion of the Board of Governors of 
the Federa! Reserve System, be subject to forfeiture in accordance with section 
2 of the Federal Reserve Act, as amended. J 


a = * * * s s 
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SECTION 5211, REVISED STATUTES, AS AMENDED 


Sec. 5211. Every association shall make to the Comptroller of the Currency 
not less than three reports during each year, according to the form which may be 
prescribed by him, verified by the oath or affirmation of the president, or of the 
cashier, or of a vice president, or of an assistant cashier of the association desig- 
nated by its board of directors to verify such reports in the absence of the presi+ 
dent and cashier, taken before a notary public properly authorized and commis- 
sioned by the State in which such notary resides and the association is located, or 
any other officer having an official seal, authorized in such State to administer 
oaths, and attested by the signature of at least three of the directors. Each 
such report shall exhibit, in detail and under appropriate heads, the resources 
and liabilities of the association at the close of business on any past day by him 
specified, and shall be transmitted to the comptroller within five days after the 
receipt of a request or requisition therefor from him; and the statement of resources 
and liabilities, together with acknowledgment and attestation in the same form 
in which it is made to the comptroller, shall be published in a newspaper published 
in the place where such association is established, or if there is no newspaper in 
the place, then in the one published nearest thereto in the same county, at the 
expense of the association; and such proof of publication shall be furnished as 
may be required by the comptroller. The comptroller shall also have power to 
call for special reports from any particular association whenever in his judgment 
the same are necessary in order to obtain a full and complete knowledge of its 
condition, 
Hach national banking association shall obtain from each of its affiliates other 
han member banks and furnish to the Comptroller of the Currency not less than 
three reports during each year, in such form as the Comptroller may prescribe, 
verified by the oath or affirmation of the president or such other officer as may be 
designated by the board of directors of such affiliate to verify such reports, dis- 
closing the information hereinafter provided for as of dates identical with those 
for which the Comptroller shall during such year require the reports of the condi- 
tion of the association. [For the purpose of this section the term “‘affiliate” 
shall include holding company affiliates as well as other affiliates.] Each such 
report of an affiliite shall be transmitted to the Comptreller at the same time as 
the corresponding report of the association, except that the Comptroller may, in 
his discretion, extend such time for good cause shown. Each such report shall 
contain such information as in the judgment of the Comptroller of the Currency 
shall be necessary to disclose fully the relations between such affiliate and such 
bank and to enable the Comptroller to inform himself as to the effect of such 
relations upon the affairs of such bank. The reports of such affiliates shall be 
published by the association under the same conditions as govern its own condi- 
tion reports. The Comptroller shall also have power to eall for additional reports 
with respect to any such affiliate whenever in his judgment the same are necessary 
in order to obtain a full and complete knowledee of the conditions of the associa- 
tion with which it is affiliated. Such additional reports shall be transmitted to | 
the Comptroller of the Currency in such form as he may prescribe. Any such then n 
affiliated bank which fails to obtain and furnish any report required under this This s 
section shall be subject to a penalty of $100 for each day during which such failure any di 
continues, (c) 
* n * ° a * ° 
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INTERNAL REVENUE CODE OF 1954 


CuapTeR I—NorMAL TAXES AND SURTAXES 


Is] 
8 @ 2 * a e 6 @ 
Tm 
i SUBCHAPTER O-—-GAIN OR LOSS ON DISPOSITION OF PROPERTY 
3- Part I, Determination of amount and recognition of gain or loss. 
or Part II. Basis rules of general application. 
. Part IIIl. Common nontaxable exchanges. 
or Part Iv. Special rules 
h Part . Changes to effectuate F, C. C. policy. 
ag Part V a Exchanges in obedience to S is C. orders, 
Part VII. Wash sales of stock or securities. 
m Part VIII. Distributions pursuant to Bank Holding Company Act? of 1955. 
me 8 * * * * a e 
es 
m 


d PART VIII.— DISTRIBUTIONS PURSUANT TO BANK 
in HOLDING COMPANY ACT OF 1955 


18 

as Sec. 1101. Distributions pursuant to Bank Holding Company Act of 1955. 
to Sec. 1102, S ial rules, 

nt Sec. 110 Definitions. 

its 


SEC. 1101. DISTRIBUTIONS PURSUANT TO BANK HOLDING COM- 
er PANY ACT OF 1955. 





ios (a) Dirsrrrevrions oF Prouipirep Properry.—If— 

be (1) a qualified bank holding c w poration distributes (with respect to its stock) 
ise prohibited property to a shareholder, without the surrender by such shareholder 
se of stock or securities in such corporation; and 

di- (2) the Board ‘he 1s, before the distribution, certified that the distribution of such 
-e? properly is necessary or appropriate to effectuate the first sentence of section 
ich 6 (a) of the Bank Hold no Company Act of 1955, 

as then no gain to the shareholder from the receipt of such property shall be recognized. 
in This subsection shall not apply to any distribution by a corporation which has made 
rall any distr a ition pursuant to s thsection (b) 

eV (b) Corporation CeasinG To Be a Bank Hot DING Company.—If— 

ich (1) a qualified bank holk ling corporation distributes (with respect to tts a 
ich property loa shareholder, without the surrender on such shar -eholder of stock 

be securities in such corporation; and 

idi- (2) the Board has, before the distribution, certified that (A) such property ts 
rts of a h tnd which causes 8 ich corp ration to be a hank holdina company. (3B) the 
arv dist posili nt of property of that hy l is necessary to enable such corporation to 
cia- cease being a bank holding company, and (C) the d stribution is necessary or 
| to appro fe to effectuate the policies of the Bank Holding Company Act of 1955, 
uch then no gain to the shareholder from the receipt of such property shall be recognized, 
this This subsect shall not apply to any distribution by a corporation which has made 
lure any distribution pursuant to subsection (a). 

(c) Property AcquiReD AFTER May 15, 1955.— 
(1) In GeneraL.—Frcept as provided in paragraphs (2) and (8), subsection 


(a) or (b shall not apply lo 


A) any property acquired by the distributing corporation after May 16, 
1955, unless (1) gain to such co poration with respect to the rece ipt of such 
property was not re coqnized by reason of s bsection (a) or (b). or (21) such 
property was received by it in exchange for all of its stock in an exchange to 
wh rch paragra ph (2) or (8) appcries, or 





B) any distribution with resp ct to any slock which we as icquired by the 
distributee afler May 15, 1955, unless gain to such distributee with re spect 
to the receipl of such stock was not recognized by reason a subsection (a) 
or (b) 

2) EXCHANGES INVOLVING PROHIBITED PROPERTY.—I1f— 

A) any qualified bank holding corporation exchanges (1) solely property 
which, under subsection (a), such corporation could distribute directly to its 
shareholders without the recognition of gain to such shareholders, for (ii) all 
of the stock of a second corporation created and availed of solely for the pur- 
pose of receiving such property: 

(B) immediately after the exchange, the qualified bank holding corpora- 
tion distribuies all of such slock to ils shareholders with respect to its stock; 
and 
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(C) before such exchange, the Board has certified that the exchange and 
distributien are necessary or appropriate to effectuate the ‘first sentence 
of section 6 (a) of the Bank Holding Company Act of 1955. 

then paragraph (1) shall not apply with respect to such distribution. 

(3) EXCHANGES INVOLVING INTERESTS IN BANKS.—If— 

(A) any qualtfied bank holding corporation exchanges (t) solely property 
which, under subsection (b), such corporation could distribute directly to 
ats shareholders without the recognition of gain to such shareholders, for 
(11) all of the stock of a second corporation created and availed of solely 
for the purpose of receiving such property; 

(B) immediately after the exchange, the qualified bank holding cor- 
poration distributes all of such stock to its shareholders with respect to its 
stock; and 

(C) before such exchange, the Board has certified— 

(1) that such property is of a kind which causes such corporation to 
be a bank holding company; 

(it) that the disposition of property of that kind is necessary to 
enable such cor poration to cease being a bank holding company; and 

(ci) that the exchange and distribution are necessary or appropriate 
to effectuate the policies of the Bank Holding Company Aet of 1954, 

then paragraph (1) shall not apply with respect to such distribution. 
(d) Cerrain Construction To CapiraL Arrer May 15, 1955.— 

(1) In @eneraLt.—The nonrecognition of gain provided by subsection (a) or 
(b) shall not apply to that portion of any distribution which is attributable to 
any contribution to the capital of any corporation made after May 15, 1956. 

(2) SpPecIAL RULE FOR CONTRIBUTION TO CAPITAL OF BANKS.—Paragraph 
(1) shall not apply with respect to any contribution to the capital of a bank, if 
the Secretary or his delegate determines that the avoidance of Federal income taz 
was not one of the principal purposes for the making of such contribution. 

(e) Finat CerriFricaTion.— 

(1) For sunsecrion (a).—Subsection (a) shall not apply with respect to any 
distribution by a corporation unless the Board certifies that, before the expiration 
of the period permitted under section 6 (a) of such Act (including any extensions 
thereof granted to such corporation under such section 6 (a)), the corporation has 
disposed of all the property the disposition of which is necessary or appropriate 
to effectuate the first sentence of such section 6 (a) (or would have been so necessary 
or appropriate if the corporation had continued to be a bank holding company). 

(2) For supsecrion (b).— 

(A) Subsection (b) shall not apply with respect to any distribution by any 
corporation unless the Board certifies that, before the expiration of the period 
specified in subparagraph (B), the corporation has ceased to be a bank holding 
company. 

(B) The period referred to in subparagraph (A) ts the period which expires 
two years after the date of the enactment of this part. The Board is authorized, 
on application by any corporation, to extend such period from time to time with 
respect to such corporation for not more than one year at a time if, in its judgment, 
such an extension would not be detrimental to the public interest; except that such 
period may not in any case be extended beyond the date five years after the date 
of the enactment of this part. 


SEC. 1102. SPECIAL RULES. 


(a) Basis or Property Acquired in Distrrizetions.—If, by reason of section 
1101, gain is not recognized with respect to the receipt of any property, then the 
basis of such property and of the stock with respect to which it is distributed shall, 
in the distributee’s hands, be determined by allocating between such property and 
such stock the adjusted basis of such stock. Such allocation shall be made under 
regulations prescribed by the Secretary or his delegate. 

(b) Perrops or Liuirarion.—The periods of limitation provided in sections 6501 
and 6502 on the making of an assessment or the collection by levy or a proceeding 
in court shall not expire, with respect to any deficiency (including interest and addi- 
tions to the tax) resulting solely from the receipt of property to which subsection (a) 
or (b) of section 1101 applies, before the date which is one year after the date on which 
the corporation notifies the Secretary or his delegate that final certification by the 
Board with respect to the corporation from which such property was received has 
been made under section 1101 (e); and such assessment and collection may be made 
notwithstanding any provision of law or rule of law which would otherwise prevent 
such assessment and collection. . 
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(c) AttocaTion or Earninoas AnD Prorirs.—In the case of any exchange 
described in section 1101 (c) (2) or (3), the earnings and profits of the corporation 
transferring the prohibited property shall be properly allocated between such eorpo- 
ration ani the corporation receiving such property under regulations prescribed by 
the Secretary or his delegate. 

(d) IremizaTion oF Property.—In any certification under this part, the Board 
shall make such specification and itemization of property as may be necessary to 
carry out the provisions of this part. 


SEC. 1103. DEFINITIONS. 


(a) Bank Hoipine Company.—For purposes of this part, the term “‘bank holding 
company” has the meaning assigned to ao term by section 3 of the Bank Holding 
Company Act of 1955. 

(b) Ovatirirep Bank Hotpine Corporation.— 

(1) In GENERAL.—FExcept as provided in paragraph (2), for purposes of this 
part the term “qualified bank holding corporation” means any corporation 
which is a bank holding company and which holds prohibited property acquired 
by t— 

. (A) on or before May 15, 1955, 

(B) in a distribution in which gain to such corporation with respect to the 
receipt of such property was not recognized by reason of subsection (a) of 
section 1101, or 

(C) in exchange for all of its stock in an exchange described in section 
1101 (c) (2) 

(2) Limirarions.— 

(A) A bank holding company shall not be a qualified bank holding 
corporation, unless it would have been a bank holding company on May 15, 
1955, if the Bank Holding Company Act of 1955 had been in effect on such 
date, or unless it is a bank holding company determined solely by reference 
to— 

(t) property acquired by it on or before May 15, 1956, 

(tt) property acquired by it in a distribution in which gain to such 
corporation with respect to the receipt of such property was not recog- 
nized by reason of subsection (a) or (b) of section 1101, and 

(itt) property acquired by it in exchange for all of its stock in an 
exchange described in section 1101 (c) (2) or (8). 

(B) A bank holding company shall not be a qualified bank holding cor- 
poration by reason of property described in subparagraph (B) of paragraph 
(1) or clause (ti) of subparagraph (A) of this paragraph, unless such prop- 
erty was acquired in a distribution with respect to stock, which stock was 
acquired by such bank holding company— 

(t) on or before May 15, 1955, 

(1t) in a distribution (with respect to stock held by it on May 16, 
1955, or with respect to stock in respect of which all previous applications 
of this clause are satisfied) with respect to which gain to it was not 
recognized by reason of subsection (a) or (b) of section 1101, or 

(2277) in exchange for all of its stock in an exchange described in 
section 1101 (c) (2) or (8). 

(C) A corporation shall be treated as a qualified bank holding corporation 
only if the Board certifies that it satisfies the foregoing requirements of this 
subsection, 

(c) Pronipirep Property.—For purposes of this part, the term “prohibited 
property” means, in the case of any bank holding company, property (other than 
nonexempt property) the disposition of which would be necessary or appropriate to 
effectuate the first sentence of section 6 (a) of the Bank Holding Company Act of 1955 
if such company continued to be a bank holding company beyond the period (includ- 
ing any extensions thereof) specified in such section 6 (a) or in section 1101 (e) (2) (B) 
of this part, as the case may be. The term ‘prohibited property’’ does not include 
shares, securities, or obligations of any company held by a bank holding company to 
the extent that the prohibitions of section 6 of the Bank Holding Company Act of 1955 
do not apply to the ownership by such bank holding company of such property by 
reason of subsection (c) (6) of such section. 

(d) Nonexempr Properry.—For purposes of this part, the term ‘‘nonexempt 
property’? means— 

(1) obligations (including notes, drafts, bills of exchanges, and bankers’ ac- 
ceptances) having a maturity at the time of issuance of not exceeding 24 months, 
exclusive of days of grade; 
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(2) securilies issued by or guaranteed as to principal or interest by a govern- 
ment or subdivision thereof or by any instrumentality of a government or sub- 
division; or 

(3) money, and the right to receive money not evidenced by a security or obliga 
tion (other than a security or obligation described in paragraph (1) or (2)). 

(e) Boarp.—For purposes of this part, the term “Board” means the Board of 
Governors of the Federal Reserve System. 
* * * * * * * 


INVESTMENT COMPANY ACT OF 1940, AS AMENDED 
* . * * * * * 
Sec: 3. * * * 
(c) Notwithstanding subsections (a) and (b), none of the following persons is 
an investment company within the meaning of this title: 


* k * * * * * 
[(4) Any holding company affiliate, as defined in the Banking Act of 1933, 
which is under (te supervision of the Board of Governors of the Federal Reserve 
System by reason of the fact that such holding company affiliate holds a general 
voting permit issued to it by such Board prior to January 1, 1940; and any 
holding company affiliate which is under such supervision by reason of the fact 
that it holds a general voting permit thereafter issued to it by the Board of 
Governors and which is determined by such Board to be primarily engaged, 
directly or indirectiv in the business of holding the stock of, and manayzing or 
controlling, banks, banking associations, savings banks, or trust companies 
The Commission shall be given appropriate notice prior to anv such determination 
and shall be entitled to be heard. The definition of the term “control” in section 
2 (a) shall not apply to this paragraph.J 
(4) Any bank holding company which is registered with the Foard of Governors 
of the Federal Reserve System pursuant to the Bank Holding Company Aet of 1955, 
or any banking subsidiary or any other subsidiary thereof which 1 erempt from 
section 6 by reason of the provisions of subsection (c) (1) thereof as dejined in said Act. 


* * * * * * * 


INVESTMENT ADVISERS ACT OF 1940, AS AMENDED 
* * * * * * * 

Sec. 202 (a) * * * 

(11) “Investment adviser”? means any person who, for compensation, engages 
in the business of advising others, either directly or through publications or 
writings, as to the value of securities or as to the advisabilitv of investing in, 
purchasing, or selling securities, or who, for compensation and as part of a regular 
business, issues or promulgates analvses or reports concerning securities; but does 
not include (A) a bank, [or any holding company affiliate, as de‘ined in the Pank- 
ing Act of 1933] or any bank holding company, as defined in the Bank Holding 
Company Act of 1955, or any banking subsidiary or any other subsidiary thereof 
which is ecempl from section 6 by reason of the provisions of subsection (c) (1) thereof 
as defined in said Act, which is not an investment company; * * *, 

* * * * * * . 
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card of [a Mr. Gary, from the committee of conference, submitted the following 
ngzaged ; 





ioaricn, i CONFERENCE REPORT 

mnMnation ; 

section [To accompany H. R. 4876] 

overnors 3 

of 1955, Ff The committee of conference on the disagreeing votes of the two 

yt jrom  F ~=Houses on the amendments of the Senate to the bill (H. R. 4876) 

a making appropriations for the Treasury and Post Office Departments, 

and the Tax Court of the United States, for the fiscal year ending 
June 50, 1956, and for other purposes, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the Senate recede from its amendment numbered 5. 

siieiiiilie That the House recede from its disagreement to the amendments of 
‘ions or [gf the Senate numbered 1, 4, and 9, and agree to the same. 
yitna Amendment numbered 2: 
mit does i That the House recede from its disagreement to the amendment of 
Faerie > the Senate numbered 2, and agree to the same with an amendment 
thereot (a 2S follows: 
thereof i In lieu of the number proposed insert one hundred and seventy-five; 
» and the Senate agree to the same. 

Amendment numbered 3: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert 282,250,000; 
and the Senate agree to the same, 

Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,870,000,000; 
and the Senate agree to the same, 
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Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
~ Senate numbered 7, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $661,620,500; 
and the Senate agree to the same. 


Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $157 ,400,000; 
and the Senate agree to the same. 


J. VAUGHAN Gary, 
Orro E. PAssMAN, 
Atrrep D. SIEMINSKI, 
James C. Murray, 
CLARENCE CANNON, 
Earut WIitson, 
BENJAMIN F. JAMeEs, 
Joun TABER, 

Managers on the Part of the House. 


A. Wituts Ropertson, 
Hartey M. Kitcore, 
Joun L. McCietian, 
DENNIS CHAVEZ, 

Ou D. JouNston, 

Joe McCarruy, 

SryLes Brinces, 

Everetrr M. Dirksen, 

Managers on the Part of the Senate. 
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USE, 


STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 4876) making appropriations for the Treasury and 
Post Office Departments and the Tax Court of the United States for 
the fiscal year ending June 30, 1956, and for other purposes, submit 
the following statement in explanation of the effect of the action 
agreed upon ‘and recommended in the ac companying conference report 
as to each of such amendments, namely: 


Tire I—Treasury DEPARTMENT 


Amendment No. 1: Appropriates $2,680,000 for the Office of the 
Secretary as proposed by the Senate instead of $2,650,000 as proposed 
by the House. 

Amendment No. 2: Provides 175 passenger motor vehicles for the 
Internal Revenue Service instead of 150 as proposed by the House 
and 200 as proposed by the Senate. 

Amendment No. 3: Appropriates $282,250,000 for the Internal 
Revenue Service instead of $278,500,000 as proposed by the House 
and $286,000,000 as proposed by the Senate. 

Amendment No. 4: Deletes House language relating to Assistant 
Secretaries. It is the expectation of the conferees that this work be 
liquidated to a point where the additional position of Assistant 
Secretary will not be required after this fiscal year. It is hoped the 
Department will plan accordingly in its 1957 budget. 


Tirte I1—Post Orrice DepartTMENT 


Amendment No. 5: Eliminates Senate language providing for pay- 
ments for special services. 

Amendment No. 6: Appropriates $1,870,000,000 for “Operations” 
instead of $1,850,000,000 as proposed by the House and $1,886,363 ,000 
as _ by the Senate. 

mendment No.7: Appropriates $661 ,620,500 for ““Transportation” 
instead of $648,000,000 as proposed by the House and $675,241,000 
as proposed by the Senate. 

Amendment No. 8: Appropriates $157,400,000 for ‘“Facilities” 
instead of $155,000,000 as proposed by the House and $159,800,000 as 
proposed by the Senate. 
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Trrte I1J—Tue Tax Court or tHE Unrrep Srates 


Amendment No. 9: Appropriates $1,170,000 as proposed by the 
Senate instead of $1,035,000 as proposed by the House. 


J. VAUGHAN Gary, 
Orro E. PassMAN, 
Autrrep D. SIeMINSKI, 
James C. Murray, 
CLARENCE CANNON, 
Earut WItson, 
Benjamin F. JAMEs, 
JoHn TABER, 
Managers on the Part of the House. 
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AUTHORIZING CERTAIN SUMS TO BE APPROPRIATED 
IMMEDIATELY FOR THE COMPLETION OF THE CON- 
STRUCTION OF THE INTER-AMERICAN HIGHWAY 





May 23, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Fatton, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 5923] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 5923) to authorize certain sums to be appropriated immediately 
for the completion of the construction of the Inter-American Highway, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The purpose of the bill (H. R. 5923) is to provide basic statutory 
authority for accelerating the completion of the Inter-American 
Highway which extends from the United States to the Canal Zone 
via the Central American countries, and to authorize the appropria- 
tions required. 

This project has been under construction sporadically since 1934 
and the Congress has appropriated funds in the amount of $53,723,000 
up to 1955; however the uncompleted state of the project prevents 
realization of maximum benefits. 

The committee heard qualified witnesses of the State Department 
and the Department of Commerce (Bureau of Public Roads) who are 
convinced that for economic and political reasons now is the appro- 
priate time to speed completion of the Inter-American Highway. 
They testified that this would be the most significant single action 
which the United States could take in Central America and Panama 
to bring about the most mutually advantageous results. 

Among the considerations which would justify an accelerated con- 
struction program on the highway were the following: 

1. A completed highway will provide a very important contribution 
to the economic development of the countries through which it passes. 

2. There will be an opportunity for increased trade and improved 
political relations among these-countries and the United States. 
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3. The resultant increase in tourist traffic would not only improve 
cultural relations but also serve as a very important element in the 
development of their economies through earnings of foreign exchange. 

4. The existence of such an all-weather highway would be of sub- 
stantial security importance, both in providing overland contact and 
communication as far southward as the Panama Canal, and in bringing 
an important physical link between these countries in our common 
defense of the Western Hemisphere against aggression from without 
and subversion from within. 

The committee believes that the stabilizing effect of these factors 
will tend to bar any possible return of communism which was so 
recently and successfully defeated in this area. 

To complete the Inter-American Highway in a 3-vear period the 
sum of $112,470,000 is required, of which $74,980,000 would be the 
share of the United States, leaving $37,490,000 as the combined share 
of the several cooperating countries on a 2 to 1 matching basis. We 
were told that the cooperating countries are ready, willing. and able 
to provide their share of the necessary funds to complete the project. 

At the time the Federal Aid Highway Acts of 1952 and 1954 were 
passed it was anticipated that the project would be completed at a 
cost of $56 million, thus, the Congress authorized the appropriation 
of that amount. Funds actually appropriated against these author- 
izations have totaled $6,750,000 leaving a balance of $49,250,000 yet 
to be appropriated. More recent estimates of the cost to complete 
the project and within a 3-year period, will require an additional 
authorization of $25,730,000 to provide for increases in costs of labor, 
materials, and equipment. The original estimate of cost to complete 
the highway on which the above authorizations were based have 
become inadequate as a result of increasing construction costs. Quite 
some time ago it became apparent that the funds authorized would 
not be sufficient to provide a bituminous surface on the full length of 
the completed highway. It is now estimated that approximately 
$14 million United States funds additional will be needed to include 
a bituminous surface. 

To complete the highway within the next 3 years, it is estimated 
that additional funds will be required because the proposed accelerated 
program will require the extensive use of United States contractors 
who will necessarily bring in larger amounts of United States skilled 
labor and equipment to meet the accelerated schedule. It is estimated 
that this method of operation will cause a further additional increase 
in cost of approximately $11 million, bringing the revised estimate to 
a total of $74,980,000 United States funds. 

The bill H. R. 5923 will amend section 7 of the Federal Highway 
Act of 1954 which act, in addition to the sums previously authcrized, 
also authorized the sum of $8 million for the fiscal year ending June 30, 
1955, and a like sum for each fiscal vear thereafter ending June 30, 
1959, or a total balance of $49,250,000 yet to be appropriated. 
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By the amendment provided for in the bill, H. R. 5923, the sums 
authorized are as follows: 


Heretofore authorized: 
1953 balance of authorization 1, 250, 000 
1954 authorization 8, 000, 000 
Reauthorized in the bill: 1955 8, 000, 000 


17, 250, 000 


Reauthorized for 1956-59: 
4 years, at $8,000,000 each, total $32, 000, 000 
Additional cost authorization 25, 730, 000 


57, 730, 000 


Total amount required to complete within 3-year period 
which shall be available immediately 74, 980, 000 

The majority of the committee believes that accelerated construc- 
tion of this highway will result in general development of stronger, 
more independent, and more durable economies in these countries. 
Heretofore, such development has been retarded to a great extent by 
the lack of surface transportation. It should follow that strengthened 
economies would result in higher living standards which is generally 
recognized as a strong safeguard against subversive influences. 

In addition, a completed main highway would encourage construc- 
tion of feeder roads over which products could be transported to 
market. This is expected to encourage development of new agricul- 
tural areas and lead to general development of natural resources. 
Moreover, improved access to and among these countries would open 
up new possibilities for the investment of United States capital and 
would promote greater trade between us and the Central American 
countries. 

The President recommended the accelerated development of the 
Inter-American Highway in a special message to Congress on March 
31,1955. It was also recommended by representatives of the Depart- 
ment of State, the Department of Commerce, and the Bureau of 
Public Roads who appeared before the committer. The committee 
was informed that the Bureau of the Budget favors the enactment of 
H. R. 5923. The full amount needed to complete this project was 
recommended in the message of the President of the United States 
for supplemental appropriations. 

The committee has carefully considered the request for additional 
authorization to complete the highway on the accelerated basis and 
feels that the increase is warranted because of the substantial benefits 
which may be expected to accrue at an earlier date to the governments 
of the countries involved as well as our Government and American 
business interesis operating in this area. 

The committee was informed that the House Committee on Appro- 
priations cannot appropriate the additional funds required for this 
accelerated program without the basic authority provided in this 
legislation. 

The letter from the President of the United States suggesting the 
accelerated program for completing the Inter-American Highway and 
: report from the Secretary of Commerce favoring H. R. 5923 are as 

ollows: 
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Tue Wurre Hovse, 
Washington, March 31, 1955. 
Hon. Sam Rayrvurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: For some time I have had under consideration the desira- 
bility of accelerating the completion of the Inter-American Highway which 
extends from the United States to the Canal Zone via the Central American 
countries. 

The early completion of the Inter-American Highway in close cooperation with 
the affected countries is a clearly established objective of United States policy. 

Although this project has been under construction sporadically sinee 1034 and 
the Congress has appropriated funds in the amount of $58,723,000 to date for its 
completion, the incompleted state of the project prevents realization of maximum 
benefits. 

Recently I have sought the advice of interested agencies of the Government 
and I am convinced that for economie and political reasons now is the appropriate 
time to speed completion of the Inter-American Highway. I believe this would 
be the most sisnificant single action which the United States can take in Central 
America and Panama to bring about the most mutually advantageous results. 

Among the considerations which make me feel that an accelerated constructior 
program on the highway is essential are these: 

A completed highway will provide a very important contribution to the 
economic development of the countries through which it passes 
2. There will be an opportunity for increased trade and improved political 
relations among these countries and the United States. 

3. The resultant increase in tourist traffic would not only improve cultural 
relations but also serve as a very important element in the development of their 
economies through earnings of foreign exchange. 

4. The existence of such an all-weather hichway would be of substantial security 
importance, | 


oth in providing overland contact and communication as far south 


ward as the Panama Canal, and in bringing an important physical 
these countries in our common defense of the Western Hemispher 
gression from without and subversion from within. 

si Sete 


The stabilizing effect of these factors will tend to bar any possible re 
communism which was so recently and successfully defeated in this area. 

It is estimated that the amount needed to complete the Inter-American High 
way in a 3-vear period is $112,470,000, of which $74,980,000 would be the shi 
of the United States, leaving $37,490,000 as the combined share of 
cooperating colntries on the usual 2:1 matching basis. 

In the Federal-Aid Highwav Acts of 1952 and 1954, Congre 
expenditure of $56 million for this project. Funds actually appropriated 
these authorizations have totaled $6,750,000, leaving a balance of S49 
vet to be appropriated. Of this amount $5,750,000 is currently included in 
budget estimates now pending before the Congress. In order to accelerate the 
highway work sufficiently to permit its completion within the next 3 years, an 
additional authorization of $25,730,000 will be needed. It will also be necessary 
to increase o 156 appropriation request from $5,750,000, to $74,980,000. 

In the near future I shall transmit to the Congress the necessary budget request 
to carry out this program, and I trust that the Congress will give this proposal 
for accelerated completion of the Inter-American Highway its most favorable 
consideration. 

Sincerely, 
Dwicnutr D. E1seNHOWER. 
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DEPARTMENT OF CoMMERCE, 
Tue Unper Secretary OF CoMMERCE FOR TRANSPOKTATION, 
Washington, May 16, 1955. 
Hon. Cnarues A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This letter is in reply to your ora! request of May 13, 
1955, for the views of this Department with respect to H. R. 5923, a bill to author- 
ize certain sums to be appropriated immediately for the completion of the con- 
struction of the Inter-American Highway. 

The President, ina letter dated March 31, 1955, to the Vice President and to the 
Speaker of the House, respectively, pointed out that the early completion of the 
Inter-American Highway, which has been in progress since 1934, is a clearly estab- 
lished objective of the United States. In this letter, the President stressed the 
considerations which have led him to feel that an accelerated construction program 
on the highway is essential and that in the near future he would transmit to the 
Congress the necessary budget request which would provide for completion of 
the project within the next 3 vears. 

The Secretary of State has addressed a letter to the Secretary of Commerce 
fated April 1, 1955, which gives assurance of his complete support and cooperation 
in the proposed accelerated program and which sets forth the views of the Depart- 
ment of State as to the justification and importance of the proposed accelerated 
program to United States foreign policy. 

It is estimated that the United States share of the cost of completing the Inter- 
American Highway within a 3-year period is $74,980,000. The normal fund- 
matching ratio will be applicable, with the United States bearing two-thirds of the 
cost of construction and the several cooperating countries bearing the remaining 
one-third. The Federal-Aid Highway Acts of 1952 and 1954 authorized to be 
appropriated for this project the sum of $8 million for each of the fiscal years 
ending June 30, 1953, up to and including the fiseal year ending June 30, 1959, or a 
total of $56 million. Of such amount, $6,750,000 has been appropriated, which 
leaves a balance of $49,250,000 of funds authorized but not appropriated. Sub- 
tracting this amount from $71,980,000 leaves a balance of $25,730,000 of additional 
funds that would have to be authorized. 

The pending bill would amend section 7 of the 1954 act by authorizing the 
appropriation of the sum of $8 million for the fiscal year ending June 30, 1955, and 
an additional sum of $57,730,000. The proposed legislation would, therefore, 
authorize the appropriation of $65,730,000, which together with a balance of 
$9,250,000 authorized by the 1952 act but not yet appropriated would provide the 
necessary authority for appropriations to accomplish the program as authorized 
by the President. 

H. R. 5960, 84th Congress, would have the same purpose and effect as 
H. R. 5923. Comments contained herein relating to the desirability of legisiation 
of the type proposed would also be applicable to H. R. 5960. 

The Department recommends enactment of the proposed legislation. 

Due to the urgency of this matter, we have been unable to obtain the views of 
the Bureau of the Budget with respect thereto. 

Sincerely yours, 
Louis 8S. RoruscwiLp. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law proposed by the 
bill are,shown in parallel columns as follows: 
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Existinc Law 


SECTION 7 OF THE FEDERAL-AID HIGHWAY 
ACT OF 1954 


For the purpose of carrying out the 
provisions of section 1 of the Act en- 
titled ‘‘An Act to provide for cooperation 
with Central American Republics in the 
construction of the Inter-American 
Highway’’, approved December 26, 1941 
(55 Stat. 860), as amended by section 11 
of the Federal-Aid Highway Act of 1950, 
approved September 7, 1950 (64 Stat. 
785), there is hereby authorized to be 
appropriated, in addition to the sums 
heretofore aut .urized, the sum of $8 000- 
000 for the tiscal year ending June 30, 
1955, and a like sum for each fiscal year 
thereafter up to and including the fiscal 
year ending June 30, 1959, to be avail- 
able until expended, to enable the United 
States to cooperate with the Govern- 
ments of the American Republics situ- 
ated in Central America—that is, with 
the Governments of the Republics of 
Costa Rica, El Salvador, Guatemala, 
Honduras, Nicaragua, and Panama—in 
the survey and completion of construc- 
tion of the Inter-American Highway 
within the borders of the aforesaid Re- 
publics, respectively. Not to exceed 
one-third of the appropriation author- 
ized for each fiscal year may be expended 
without requiring the country or coun- 
tries in which such sums may be ex- 
pended to match any part thereof, if the 
Secretary of State s all find that the 
cost of constructing said highway in such 
country or countries will be beyond their 
reasonable capacity to bear. 


OF INTER-AMERICAN HIGHWAY 


AMENDMENT UNDER H. R. 5923 


For the purpose of carrying out the 
provisions of section 1 of the Act en- 
titled “An Act to provide for coopera- 
tion with Central American Republics in 
the construction of the Inter-American 
Highway’’, approved December 26, 1941 
(55 Stat. 860), as amended by section 11 
of the Federal-Aid Highway Act of 1950, 
approved September 7, 1950 (64 Stat. 
785), there is hereby authorized to be 
appropriated, in addition to the sums 
heretofore authorized, the sum of $8,000,- 
000 for the fiscal year ending June 30, 
1955, and an additional sum of $57,730,- 
000 which shall be available immediately 
and remain available until expended, to 
enable the United States to cooperate 
with the Governments of the American 
Republics situated in Central America— 
that is, with the Governments of the 
Republics of Costa Rica, El Salvador, 
Guatemala, Honduras, Nicaragua, and 
Panama—in the survey and completion 
of construction of the Inter-American 
Highway within the borders of the afore- 
said Republics, respectively. Not to ex- 
ceed one-third of the appropriation au- 
thorized by this section may be expended 
without requiring the country or coun- 
tries in which such sums may be ex- 
pended to match any part thereof, if the 
Secretary of State shall find that the cost 
of constructing such highway in such 
country or countries will be beyond their 
reasonable capacity to bear. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES | Report 
1st Session No. 612 
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CONSIDERATION OF H. R. 5881 





May 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bot.ina, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 248] 


The Committee on Rules, having had under consideration House 


Resolution 248, report the same to the House with the recommendation 
that the resolution do pass. 
O 
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CONSIDERATION OF H. R. 2851 





May 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Trimsxe, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 249] 


The Committee on Rules, having had under consideration House 
Resolution 249, report the same to the House with the recommenda- 
tion that the resolution do pass. 


0 
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1st Session No. 614 





CREATING A SELECT COMMITTEE TO CONDUCT AN 
INVESTIGATION AND STUDY OF THE FINANCIAL POSI- 
TION OF THE WHITE COUNTY BRIDGE COMMISSION 





May 24, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Manvpen, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 244] 


The Committee on Rules, having had under consideration House 


Resolution 244, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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AUTHORIZING THE EXECUTION OF MORTGAGES AND 
DEEDS OF TRUST ON INDIVIDUAL INDIAN TRUST OR 
RESTRICTED LAND 





May 24, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Enatr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4802) 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4802) to authorize the execution of mortgages 
and deeds of trust on individual Indian trust or restricted land, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


H. R. 4802 would authorize an Indian owner of trust or restricted 
property to mortgage such property, subject to approval by the 
Secretary of the Interior, so that a valid mortgage thereon could be 
issued and the property pledged as security for loans. Its enactment 
would encourage individual Indian landholders to utilize commercial 
credit to the maximum extent possible, under proper supervision. 

While existing law authorizes the Secretary of the Interior to 
approve mortgages and deeds of trust on Indian trust or restricted 
lands, some title companies in the Northwest and North Central 
States have refused to make loans to Indians because they feel present 
provisions of law do not grant clear and unquestionable authority for 
such borrowing by Indians and for encumbering the trust lands and 
related property interests with foreclosurable first mortgages. The 
Department of the Interior, therefore, has requested the enactment 
of H. R. 4802 to permit competent individual Indians to use their 
real-estate resources for obtaining capital necessary to develop an 
economic unit. 

The proposed legislation also ratifies and confirms mortgages and 
deeds of trust previously approved by the Secretary. ‘The bill further 
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2 EXECUTION OF CERTAIN MORTGAGES AND DEEDS OF TRUST 


provides that the land so encumbered shall be subject to foreclosure 
or sale in accordance with the laws of the State or Territory in which 
the property is located. In order to confirm that the United States 
need not be made a party to the proceeding, H. R. 4802 provides 
that for the purpose of a foreclosure proceeding the Indian owners 
shall be regarded as vested with an unrestricted fee simple title to 
the land; finally, the bill provides that the United States shall not be 
a necessary party to the proceeding and that a foreclosure sale shall 
divest the United States of title to the land. 

Testimony before the committee indicated that this proposed 
legislation is approved by tribal representatives. 

An identical bill, H. R. 4783, was introduced by Representative 
Berry and considered jointly with H. R. 4802. 

The executive communication from the Secretary of the Interior 
requesting introduction and enactment of this legislation is set forth 
below in full. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 1, 1955. 
Hon. Sam RAyYBURN, 


Speaker of the House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Speaker: Enclosed is a draft of a proposed bill to authorize 
the execution of mortgages and deeds of trust on individual Indian trust or 
restricted land. 

We shall appreciate the reference of this proposed bill to the appropriate com- 
mittee for consideration. We recommend that it be enacted. 

The bill authorizes the individual Indian owners of any trust or restricted 
land to execute a mortgage or deed of trust to the land, subject to approval by 
the Secretary of the Interior, and it ratifies and confirms all mortgages and deeds 
of trust heretofore approved by the Secretary. The bill further provides that 
the land so encumbered shall be subject to foreclosure or sale in accordance with 
the laws of the State or Territory in which the land is located, and in order to 
make it ctesr that the United States need not be made a party to the proceeding 
the bill prowides that for the purpose of any sueh proeeeding the Indian owners 
shall be regarded as vested with an unrestricted fee simple title to the land, that 
the United States shall not be a necessary party to the proceeding, and that a 
foreclosure sale shall divest the United States of title to the land. 

The Department believes that the Secretary presently has the authority to 
approve mortgages and deeds of trust to trust or restricted lands of individual 
Indians, and that such approval has the effect of removing restrictions on the 
lands to the extent of permitting a foreclosure or sale pursuant to the terms of 
the mortgage or deed of trust in accordance with the laws of the State or Territory 
in which the lands are located. Trust and restricted individual Indian lands may 
be sold with the approval of the Secretary, and it has long been the position of 
the Department that the power to approve sales and conveyances of restricted 
Indian lands includes the lesser power to approve mortgages on the lands. This 
position of the Department is reflected in 25 Code of Federal Regulations 241.52, 
which provides for the execution and approval of mortgages and deeds of trust in 
the following language: 

“Approval of mortgages and deeds of trust. The Commissioner of Indian Affairs 
or his authorized representative may approve mortgages or deeds of trust on any 
individually owned trust or restricted land whenever such lands under any law 
or treaty may be sold with the approval of the Secretary of the Interior or his 
duly authorized representative. The approval of such a mortgage or deed of 
trust terminates the trust or restricted status of the land only with respect to 
such mortgage or deed of trust and only for the purpose of permitting foreclosure 
or sale pursuant to the terms of the mortgage or deed of trust in accordance with 
the laws of the State or Territory in which the land is situated.” 

In some States Indians have experienced little difficulty in obtaining loans 
from commercial sources on the basis of mortgages or deeds of trust executed 
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and approved in accordance with the regulation quoted above. In other States, 
however, Indian applications for loans have been disapproved because the title 
insurance companies have refused to insure the lien of the mortgages. The title 
insurance companies that have taken this position have expressed a doubt about 
the authority of the Secretary under present law to consent to the encumbrance 
of the Indian trust land, and a belief that under some State laws the United 
States would be a necessary party defendant in a foreclosure action because it 
is the holder of the legal title to the trust allotted land. 

It is the policy of the Department to encourage Indians to utilize commercial 
credit sources to the maximum extent possible, and in order to do so the Indians 
need to be able to mortgage their trust land under proper secretarial supervision. 
Consequently, the objections raised by some of the title insurance companies 
should be met by legislation that removes any question about the validity and 
enforceability of such mortgages. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed bill to the Congress. 

Sincerely yours, 
Orme LEwis, 
Assistant Secretary of the Interior. 


Enactment of H. R. 4802 is recommended by the Committee on 
Interior and Insular Affairs. 


O 
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[NCREASING THE PUBLIC BENEFITS FROM THE NATIONAL PARK 
SYSTEM BY FACILITATING THE MANAGEMENT OF MUSEUM 
PROPERTIES RELATING THERETO 





24, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





*, Eneaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5597] 


The Committee on Interior and Insular Affairs, to whom was 
eferred the bill (H. R. 5597) to increase the public benefits from the 
ational park system by facilitating the management of museum 
roperties relating thereto, and for other purposes, having considered 


he same, report favorably thereon with amendments and recom- 
nend that the bill, as amended, do pass. 
The amendments are as follows: 
Page 2, line 6, following the word “Purchase” insert the words “from 
h donations and bequests of money”. 


EXPLANATION OF THE BILL 


This bill was introduced in response to an executive communication 
from the Department of the Interior and is intended to facilitate the 
management and operation of the National Park Service’s museum 
properties. The Department’s explanation of the need for this pro- 
posed legislation is set forth below in full. 


DeEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 1, 1955. 
norable the SPEAKER oF THE House OF REPRESENTATIVES, 
Washington, D. C. 
Dear Mr. SpeEAKER: Enclosed is a draft of proposed legislation entitled 
ill to increase the publie benefits from the national park system by facilitating 
the management of museum properties relating thereto, and for other purposes.” 
Chis proposed legislation, the principal features of which relate to the acceptance 
f donations of museu:in properties, the acquisition of such properties, the 
xchange, and the loan of museum properties, is necessary in order to render and 
to secure suitable cooperation from public and private museums. It is also con- 
sistent with accepted museum practices. We believe this proposed legislation 
will enhance the public benefit from the various museums situated in the areas of 
the national park system. 
55006 
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We shall appreciate the reference of this proposed bill to the appropriate com- 
mittee for consideration. We recommend that it be enacted. 

Administration of museum properties presents problems that are not commonly 
found in the administration of other types of Federal property. This draft of 
bill has been prepared on the basis of our many years of experience in administering 
these properties and we feel that this proposed. egislation will meet adequately 
the need that exists. 

We shall continue to cooperate closely with the Smithsonian Institution on 
those projects particularly that relate to historical and archeological matters. 

We shall consummate exchanges of museum properties wherever possible with 
the Smithsonian Institution, giving preference to that Institution in such dis- 

osition. We are confident that we shall receive the same degree of cooperation 
rom that agency in carrying out our work in this field. In our opinion, enactment 
of this proposed legislation will in no way interfere with, or infringe upon, the 
functions of the Smithsonian Institution but should provide a more effective 
means of continuing our cooperation with that agency. 

Situations frequently have arisen in our administration of the national park 
system where our authority to carry out common museum practices has been lack- 
ing or uncertain. For example, a particularly generous donor gave furnishings 
for an important historic house. Later, however, the same donor obtained certain 
fine antiques of high quality that were more appropriate to the historic house 
than some of the pieces originally donated. The donor proposed taking back 
the less desirable pieces in exchange for the better ones. 

In another instance, the Yosemite Museum at Yosemite National Park, Calif., 
was bequeathed a collection of 12 oil paintings by a famous artist of western 
landscapes. Several of the paintings are of national park scenes and are very 
useful accessions. We find, however, that some of the paintings are not adaptable 
to our museum displays. In keeping with the intent of the donor, these paintings 
should be exchanged for other museum properties that can be used effectively in 
Yosemite National Park or in other park museums. We have received recently 
an offer to carry out such an exchange. 

Another situation where our authority is not clear occurred recently in connec- 
tion with the Loomis Memorial Museum at Lassen Volcanic National Park, 
Calif. This museum was offered a large collection of Indian baskets. We find 
that some of the baskets can be used more advantageously for exchange purposes 
because their retention requires a considerable amount of storage space as well as 
continual care to prevent deterioration. 

At Colonial National Historical Park, Va., the United States acquired from a 
local historical society, which had become inactive, the valuable Walcott collec- 
tion of firearms. Guns from this collection have enriched a number of national 
park museums. A portion of the collection consists, however, of modern European 
military arms that are inappropriate for display in national park museums and 
which should be exchanged for more appropriate exhibits. 

In another instance, the United States was offered the donation of an important 
and valuable portrait of Benjamin Franklin for purposes of the Independence 
National Historical Park in Philadelphia. The National Park Service lacked 
authority to pay the packing and shipping charges for the painting prior to its 
examination and acceptance. 

We find that the millions of Americans who visit the national park system 
annually obtain much benefit from the museums that are a part of such areas. 
Enactment of this proposed legislation, therefore, will serve a very desirable 

ublie purpose and will enable us to carry on this type of service more efficiently. 

he enactment of this proposed legislation will result in little if any additional 
cost to the United States. We anticipate that in many instances we will be able 
to effect a saving in these operations. 

We have been advised by the Bureau of the Budget that there is no objection to 
the submission to the Congress of this proposed legislation. 

Sincerely yours, 
OrME LEwIs, 
Assistant Secretary of the Interior. 


The committee has amended H. R. 5597 to provide that the pur- 
chase pursuant thereto of museum objects, collections, etc., shall be 
limited to donated funds. . 

The Committee on Interior and Insular Affairs considers this legis- 
lation desirable and recommends its enactment. 
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AUTHORIZING THE CONSTRUCTION OF A BUILDING FOR A MU- 
SEUM OF HISTORY AND TECHNOLOGY FOR THE SMITHSONIAN 
INSTITUTION, INCLUDING THE PREPARATION OF PLANS AND 
SPECIFICATIONS, AND ALL OTHER WORK INCIDENTAL THERETO 





May 24, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Jones of Alabama, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 6410] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6410) to authorize the construction of a building for a Museum 
of History and Technology for the Smithsonian Institution, including 
the preparation of plans and specifications, and all other work inci- 
dental thereto, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of H. R. 6410 is to authorize and direct the Regents of 
the Smithsonian Institution to plan and to have constructed under the 
direction of the Administrator of the General Services Administration, 
a building and all necessary appurtenances, for use by the Smithsonian 
Institution as a national Museum of History and Technology. 

The building would be located between 12th and 14th Streets, Con- 
stitution Avenue, and Madison Drive NW., in the city of Washington. 
The exact location of the building on this site would be approved by the 
National Capital Planning Commission, and the design approved by 
the Commission of Fine Arts. 

The bill establishes a joint congressional committee to advise with 
the Regents of the Smithsonian Institution in the planning and con- 
struction of the building and to report to the Congress from time to 
time on the progress of the building. The joint committee would be 
composed of 10 members as follows: Five Senators appointed by the 
President of the Senate, 3 of whom shall be the Senate members of 
the Board of Regents of the Smithsonian Institution; 5 Representa- 
tives appointed by the Speaker of the House of Representatives, 3 
of whom shall be the Representative members of the Board of Regents 
of the Smithsonian Institution. 
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The bill authorizes the appropriation of such sums, not to exceed 
$36 million, as may be necessary to carry out the work of planning and 
constructing the building and appurtenances. 

The Smithsonian Institution has served the Nation well for over a 
century by the increase and diffusion of knowledge, and as the prin- 
cipal repository of the Government for objects of historic and scientific 

value, many of which are irreplaceable national treasures. It is 
world famous as a scientific institution and also for its art galleries 
and museums. It is one of the major points of interest for visitors in 
Washington, of whom more than 5 million, including many thousands 
of schoolchildren on class pilgrimages from all over the country, 
annually enter its museum buildings. 

Some of these buildings now in use by the Smithsonian Institution 
have become antiquated and worn out and are of such design that 
they cannot be economically reconstructed for satisfactory use asa 
museum. At the same time, the Institution’s valuable collections 
have grown steadily, so that they can no longer be safely housed or 
properly exhibited in these buildings. 

The proposed building is intended for use as a national museum 
of history and technology to house the collections now occupying the 
75-3 ear-old Arts and Industries Building. Thi s structure is ¢ rowded 
beyond its capacity for the effective display of its contents—more 
than 800,000 objects representing the development of our “history 
and —— Its design and location make reconstruction 
impracticabl 

Adeq juate 5] ace in the new museum building will be provided for 

lisplaying with Gignity and ¢ - these priceless treasures, so that the 
Smithsonian Institution, in a manner calculated to inspire patriotism 
and to arouse respect, can set them before visitors from all the world 
as the visual storv of our Na tion’s growth and achievement. Space 
will also be qubesae for offices, laboratories, and the research and 
other facilities needed to carry on the normal work of a museum, 

The aenitans believes that enactment of this legislation will per- 
mit careful planning of the new museum building, will expedite its 
orderly and economical construction, and will be a major cultural 
contribution to the national interest. 

Members of the Board of Rezents of the Smithsonian Institution, 
and repres*ntatives of the interested Federal agencies testified before 
the commiitee in favor of this I eislat ion. ‘The bill has the approval 
of the Smithsonian Institution, the \ ational Capital Planning Com- 
mission, the General Services Administration, and the Commission 
of Fine Arts, as indicated in the following communications on H. R. 
414, iH. R. 2114, H. R. 6117, and H. &. 6119, other similar bills 
which H. R. 6410 supersedes: 

SMITHSONIAN INSTITUTION, 


Washington, D. C., May 12, 1955. 
Hon. CuHarurs A. Buckiey, 
Chairman, Commitiee on Public Works, 
flouse of Representatives, Washington, D. C. 

Dear Mr. Buckiuy: Thank you for your letter of May 11, 1955, requesting 
the views of the Smithsonian Institution on the two bills (H. R. 6117 and 6119) 
to authorize the construction of a building for a Museum of History and Tech- 
nology for the Smithsonian Institution, including the preparation of plans and 
specifications, and all other work incidental thereto. I take this opportunity to 
express my deep appreciation to you and to the members of your committee and 
staff for the courteous understanding and support which you have extended to 
us in furthering this needed legislation. 
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A. can best state the Smithsonian Institution’s views on the two bills by saying 

at they are the result of many years of thought and planning culminating in 
a decision of our Board of Regents to seek the construction of the building as 
ranidly as possible. 

The immediate urgency for the new building is the distressing condition of the 
75-year-old Arts and Industries Building. This building, which was cheaply con- 
structed even for its dav, is an awkward shell of a building much too smal! for the 
collections which are crowded into it and for the millions who visit it each year. 
It lacks the essential serviees of a building to handle museum crowds of such 
creat size and no reconstruction of it would make it large enough or suitable for 
the purpose for which it was intended. 

The proposed new building is required to preserve and exhibit appropriately 
the collections which uniquely record our national history and great tec -hnolozic - 
progress. The objective is to sh ow these collections in effective exhibits that wi 
inspire sentiments of respect and admiration for the traditions and accor ati 
ments of the United States in the minds of our millions of visitors. Noteworthy 
exhibits will promote in the minds of our vouth an interest in the productive 
careers of pt iblie service, science, and indusivy. This will be done successfully 
through the exhibition in an appropriate building of the actual objects associated 
with our Nation's history and technological progress. 

Our studies indicate that a total of 797,500 square feet of space is needed. 
Included in our space estimates, for example, are some 300,000 square feet of 
exhibition space which is needed to exhibit properly the collections now on display. 
Additior al exhibition space is also required to portray eleme nts of our progress 
now represented only in stored collections or by material in the possession of 
privs ate owners but which will be made available to us when appropriate space is 
provided. New means of spreading the cultural and patriotic influence of these 
collections to all parts of the country, as through museum-originated television 
and radio programs, require additional space. [I can sum up these remarks on 
the extreme need for additional space by stating that a growing country must 
have a crowing national museum to preserve and portray properly the significant 
relies of its progress. 

Many less wealthy but important nations have in recent years built national 
museums which put our Arts and Industries Building to shame in al! respects 
except the unique character of our items on display. 

The site designated in both bills, and approved by the National Capital Planning 
Commission, is admirably situated in line with the National Gallery of Art and 
the Natural Historv Building of the National Museum. For the visiting tourist 
it is on the direct route from the Capitol to the Washington Monument and the 
White House. Safe, protected crossings for pedestrians exist between these points 
of interest. For the tourist and the residents of the thickly populated surrounding 
area, the location satisfies requirements which museum planners are agreed upon. 
Some of these are (1) proximity to the business district, (2) abutment on main 
traveled routes between downtown and outlying areas, and (3) adequate parking 
on the Me!l drives. 

This project has been approved by the General Services Administration, the 
National Capital Planning Commission, and the Commission on Fine Arts, as 
evidenced by letters already submitted to your committee. 

This report has been submitted to the Director of the Bureau of the Budget, 
and he has no objection to its presentation to the Congress. 

Yours sincerely, 
LEONARD CARMICHAEL, Secretary. 


NATIONAL CaprraL PLANNING COMMISSION, 
Washington 25, D. C., May 13, 1955. 
Representative CuarLes A’ BuckLey, 
Chairman, Commiliee on Public Works. 
Heuse of Representatives, Washington, D. C. 


Drar Mr. Buckiey: Thank vou for your request for an expression of the views 
of this Commission on H. R. 6117 (and H. R. 6119, an identical bill) to authorize 
the construction of a building for a Museum of History and Technology for the 
Smithsonian Institution, including the preparation of plans and specifications, 
and all other work incidental thereto. 

As vou know from our letter of March 1, 1955, the Commission’s comprehensive 
plan has shown for a number of vears the location of the proposed Smithsonian 
Building as it is provided in the bill. ' 
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We favor the early construction of the proposed building and have no objection 
to the language of the bill as introduced. 
The Bureau of the Budget has advised that it has no objection to the submission 
of this report. 
Sincerely, 
Joun A. Remon, Acting Chairman, 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., May 17, 1956. 
Re H. R. 6117 and H. R. 6119. 
Hon. Cuarves A. BucKLeEy, 
Chairman, Committee on Public Works, 
House of Representatives, Washington 25, D. C. 

DEAR ConGRESSMAN Buck.ey: Further reference is made to your letter of 
May 11 requesting the views of this agency regarding H. R. 6117 and H. R. 6119, 
for the construction of a building for a Museum of History and Technology for 
the Smithsonian Institution. 

The bill directs the Regents of the Smithsonian Institution to have prepared 
drawings and to construct a building, with related equipment, suitable for a 
museum of history and technology to be located between 12th and 14th Streets 
NW., and Constitution Avenue and Madison Drive, in the District of Columbia. 
The exact location must be approved by the National Capital Planning 
Commission. 

Preparation of the drawings and specifications, and the design and construction 
of the building would be under the supervision of the General Services Admin- 
istration. Appropriations for these purposes, except incidental expenses needed 
by the Institution, would be transferred to the Administration for performance of 
the work. Design of the building requires approval by the Commission of Fine 
Arts. 

The bill further establishes a Joint Congressional Committee on Construction 
of a Building for a Museum of History and Technology for the Smithsonian 
Institution to advise with the Institution during the p!anning end construction 
of the building. The bill authorizes to be appropriated to the Institution sums 
necessary for the work. 

This agency is familiar with the space requirements of the Institution for these 
purposes. The proposed building would provide a welcome solution. This 
agency is prepared to cooperate fully toward a successful completion of this project. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Cordially yours, 
Epmunp F. Mansure, Administrator. 


Tue Commission OF FINE Arts, 
Washington, March 7, 1956, 
Hon. Cuarues A. BUCKLEY, 
Chairman, Committee on Public Works, 
New House Office Building, Washington 25, D. C. 

Dear ConcrRessMAN Bucktey: Your letter of February 17, 1955, referred 
H. PR. 416 and H. R. 2114, bills to provide for the preparation of plans and speci- 
fications for a museum building for the Smithsonian Institution, to the Com- 
mission for its views on the two bills. It is noted that the two bills are identica 
with S. 1071 (84th Cong.), S. 3622 (83d Cong.), and H. R. 9500 (82d Cong.) 
which the Commission of Fine Arts considered and approved previously. 

The Commission understands that the building is intended for a Museum of 
History and Technology and will house the collections now in the existing Arts 
and Industries Building which has long been inadequate for the purpose. The 
Commission also understands that the proposed building will be placed in the 
Mall between 12th and 14th Streets, facing Constitution Avenue. 

The Commission is glad to approve H. R. 416 and H. R. 2114, and hopes. that 
they will be enacted into law so that plans may go forward without delay for the 
eventual erection of a museum building for the Smithsonian Institution on the © 
site indicated. 
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We have been advised by the Bureau of the Budget by telephone that there 
is no objection to the enactment of H. R. 416 and H. R. 2114 with the under- 
standing that no commitment can be made with respect to approval of an esti- 
mate of appropriation for construction of the building until such time as the 
budgetary situation has improved sufficiently to justify this action. 

Sincerely yours, 
Davi E. Fintey, Chairman 
(For the Commission of Fine Arts), 


O 








Sirn CoNGRESS t HOUSE OF REPRESENTATIVES ; Reporr 
No. 618 


1st Session 








PROVIDING FOR INVESTIGATING THE FEASIBILITY OF ESTAB- 
LISHING A COORDINATED LOCAL, STATE, AND FEDERAL PRO- 
GRAM IN THE CITY OF BOSTON, MASS., AND GENERAL VICINITY 
THEREOF, FOR THE PURPOSE OF PRESERVING THE HISTORIC 
PROPERTIES, OBJECTS, AND BUILDINGS IN THAT AREA 





May 24, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. EneGur, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. J. Res. 207] 


The Committee on Interior and Insular Affairs, to whom was 
referred the joint resolution (H. J. Res. 207) to provide for investi- 
gating the feasibility of establishing a coordinated local, State, and 
Federal program in the city of Boston, Mass., and general vicinity 
thereof, for the purpose of preserving the historic properties, objects, 
and buildings in that area, having considered the same, report favor- 
ably thereon with amendments and recommend that the joint resolu- 
tion do pass. 

The amendments are as follows: 

Page 1, first line of the second “Whereas” paragraph, insert the 
word “at” following the words “as well as’. 

Page 3, line 12, insert the word “the” following the word “by” 
Page 3, line 13, strike the word “the” following the word “or 
Strike the word “Government” and insert in lieu thereof the word 

“vovernments’”’. 

Page 4, line 1, strike the figure “1923” and insert in lieu thereof 
the figure “1949”’. 

Page 4, lines 14 and 15, strike the words “including printing and 
binding,”’. 

Page 4, line 15, change the period to a comma and add the words 
‘fneluding printing and binding.”’. 


EXPLANATION OF THE BILL 


The purpose of this joint resolution is to establish a commission 
to be known as the Boston National Historic Sites Commission, com- 
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posed of seven members. The Commission’s functions would be to 
make an inventory and analysis of historic sites and buildings in 
Boston, Mass., and the general vicinity thereof, and to report to the 
Congress. 

The study by the Commission would permit formulation of a 
coordinated Federal, State, and local program for the better preserva- 
tion of the many important historical areas and structures in the Bos- 
ton area, which is recognized as one of the greatest historical regions 
of the Nation. 

The Commission would be composed of 1 Member of the United 
States Senate to be appointed by the President of the Senate; 1 
Member of the House of Representatives to be appointed by the 
Speaker of the House; 1 member to be appointed by the Secretary of 
the Interior; and 4 persons to be appointed by the President, at least 
1 of whom must be a resident of the city of Boston. An appropriation 
of $40,000 is requested to carry out the provisions of the legislation. 

A comparable commission was the Philadelphia National Shrine 
Park Commission, established pursuant to the act of August 9, 1946. 
The report of that Commission formed the basis of legislation estab- 
lishing the Independence National Historical Park in Philadelphia 
(act of June 28, 1948; 62 Stat. 1061). Similar commissions preceded 
establishment of the Mount Rushmore Memorial, the Jefferson Me- 
morial, and the International Peace Memorial. 

The favorable report of the Department of the Interior, set forth 
below in full, further explains the purpose of House Joint Resolution 
207. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 25, 19568. 
Hon. Criarr ENGteE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. EnGte: Your committee has requested a report on House Joint 
Resolution 207, to provide for investigating the feasibility of establishing a 
coordinated local, State, and Federal program in the city of Boston, Mass., and 
general vicinity thereof, for the purpose of preserving the historic properties, 
objects, and buildings in that area. This joint resolution would establish a com- 
mission to be known as the Boston National Historic Sites Commission for the 
purpose of carrying out the investigation that would be authorized. 

We recommend the enactment of this proposed legislation. 

The duties of the Commission would be to make an inventory of the historic 
sites, buildings, and other historic properties of Boston and general vicinity, 
including comparative real-estate costs; to prepare an analysis of the existing 
condition and state of care of such properties; and to recommend such pro- 
grams by the local, State, or Federal Governments and cooperating societies for 
the future preservation, public use, and appreciation of such properties as the 
Commission might consider to be in the public interest. The findings of the 
Commission are to be shown in a report containing all of the basic factual material 
which it may obtain from its studies and investigations. The report of the 
Commission would be transmitted to the Congress bv the Secretary of the Interior. 
In general, it may be said that the functions of this Commission would be com- 
parable to those functions which were exercised by the Philadelphia National 
Shrines Park Commission, established pursuant to the act of August 9, 1946 
(60 Stat. 972). That Commission was of great assistance to the Congress in ob- 
taining the information which led to the establishment of the Independence 


National Historical Park in the city of Philadelphia by the act of June 28, 1948 ° 


(62 Stat. 1061). 

The Boston area is recognized, of course, as one of the greatest historical 
regions of the Nation. It is, therefore, a logical place for such a study as is 
H. Rept. 618 
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roposed. Within the city of Boston and in its general vicinity, there are many 
of the most important historic sites, buildings, and objects associated with the 
Colonial and Revolutionary periods of American history. These are of incal- 
culable value to the Nation, as an inspirational and cultural resource. Of major 
importance are those colonial sites associated with the efforts of the colonists 
to create a livelihood in the new land and their struggles for religious freedom. 
There are also outstanding exhibits of colonial architectural craftsmanship. In 
historic Cambridge there remains, for example, that great architectural and 
literary monument, the Longfellow House, as well as Christ Church, a colonial 
edifice of outstanding architectural and ecclesiastical significance. Other unique 
monuments of colonial architecture such as the Peter Tufts House at Medford, 
and the Harrison Gray Otis House in Boston, have long been accorded recognition 
because of their importance in the history of the Nation. 

The Boston area is also renowned for its early association with the movement 
for the Patriot revolt in the 18th century. Classic Revolutionary sites, known 
to all Americans, are situated in the heart of metropolitan Boston. These include 
the Old State House, an ancient colonial structure which was witness to the early 
outbreak of Patriots in 1770 known as the Boston Massacre. Also included in 
the area is Faneuil Hall, that unique old townhall and public market, one of the 
first colonial structures of academic design, so well remembered as the cradle of 
liberty, where many important protest mectings were held by Patriots before and 
during the Revolution. The old North Church, also known to every American, 
is located in this area, where in the classic belfrey of the old church, on the eve of 
Le xington and Concord, were hung the signal lanterns immortalized by Long- 
fellow in the phrase ‘‘* ** Lif by land and 2 if by sea * * *.’ 

In the historic environs of Boston lies the famous Lexington and Concord Road, 
with associated colonial sites and buildings, scenes of the valor of the Minute Men 
at Lexington. On the heights of Breed’s Hill, in Charlestown, is the site com- 
memorated as the Battle of Bunker Hill, where in 1775 American Patriots made 
a brilliant stand. From a similar height to the south of Boston, at Dorchester, 
Washington’s Revolutionary Army, in 1776, forced the evacuation of Boston by 
the British, never again to return to Massachusetts soil, bringing about the suc- 
cessful culmination of the first great Revolutionary campaign. 

The State and local governments and the historical and patriotie societies in 
Boston and vicinity have displayed much initiative in their efforts to preserve, 
with very limited resources, a number of the great colonial and Rev olutionary 
historie sites and buildings existing in that area. Much remains to be done to 
assist in the preservation and coordinated publie use of these properties. We 
anticipate that the Commission will be enabled, with the assistance of these local 
groups and organizations, to make the ty pe of comprehensive study which is 
justified in that particular area in a comparatively short time. If this is done, we 
believe that a very commendable service to the Nation will be accomplished. 

It has become generally recognized by the public, and by the Congress as well, 
that the historical properties of the Nation are one of its most important heritages 
which contribute to the national welfare, through education and patriotic inspira- 
tion. In times such as the present it is important to focus national attention 
upon the basic traditions of our historical heritage. The study that would be 
undertaken by this Commission is, therefore, one that we believe will be well 
worth the effort in the results that may be anticipated. 

The following perfecting amendments to a previous measure, House Joint 
Resolution 254, 82d Congress, were adopted, and we would have no objection to 
such amendments if they are adopted by your committee in connection with the 
present bill: 

(1) Page 1, first line of the second ‘‘Whereas”’ paragraph, insert the word “at’’ 
following the words ‘‘as well as” 

(2) Page 3, line 12, insert the ‘word “the” following the word “by”. 

(3) Page 3, line 13, strike the word “the’’ following the word “or”. Strike the 
word “Government” and insert in lieu thereof the word “‘governments”’. 

(4) Page 4, line 3, strike the figure “1923” and insert in lieu thereof the figure 
"1949", 

(5) Page 4, lines 16 and 17, strike the words “including printing and binding,” d 

(6) Page 4, line 17, ——— the period to a comma and add the words “including 
printing and binding.” 


EH. Rept. 618 
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The Bureau of the Budget has advised that there is no objection to the sub- 

mission of this proposed report to your Committee. 
Sincerely yours, 
OrmME LEwIs, 
Assistant Secretary of the Interior. 

The perfecting amendments proposed by the Department have been 
adopted by the committee. 

An identical bill passed the House in the 82d Congress. 

The Committee on Interior and Insular Affairs recommends that 
House Joint Resolution 207 as amended be enacted. 


H. Rept. 618 
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AUTHORIZING ERECTION OF A STATUE OF SIMON 
BOLIVAR IN THE DISTRICT OF COLUMBIA 





May 24, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be prinied 





\fr. Burteson, from the Committee on House Administration, sub- 
mitted the following 


> 


REPORT 


[To accompany H. J. Res. 232] 


The Committee on House Administration, to whom was referred 


House Joint Resolution 232, having considered the same, report 
favorably thereon without amendment and recommend that the 
joint resolution do pass. 


PURPOSE OF THE JOINT RESOLUTION 


House Joint Resolution 232 would supersede Public Law 157 of the 
Sist Congress, as amended, in order to narrow the line between offer 
and acceptance of a statue of Simon Bolivar, the liberator, said statue 
to be the gift of the Government of Venezuela to the Government of 
the United States. 

The aforementioned public law authorized the Simon Bolivar Me- 
morial Foundation, a nongovernmental entity with headquarters in 
Washington, to make the arrangements for the statue’s acceptance 
and placement on Federal land in the District of Columbia. House 
Joint Resolution 232 has been introduced to authorize these negotia- 
tions solely on a governmental level, so that the generous gift of 
Venezuela may be cast in ils true purpose as a demonstration of 
friendship which our Latin American neighbor feels for the United 
States, 

The Simon Bolivar Memorial Foundation has informed the com- 
mittee that its own interest in perpetuating the memory of the great 
hero will be served by the enactment of any legislation which will 
result in the erection of the contemplated statue. 

The Department of State has recommended passage of this joint 
resolution, and the Commission of Fine Arts has interposed no objec- 
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tion to the enactment of superseding legislation which will effectively 
produce the Bolivar statue. 

A communication from the Government of Venezuela to the Govern- 
ment of the United States, transmitted to the Secretary of State by 
the Venezuelan Ambassador, follows herewith: 


As the Department of State already knows, the Government of Venezuela has 
decided to offer to the Government of the United States, as a demonstration of 
its deep and cordial friendship, a statue of the liberator, Simon Bolivar, to be 
erected at the expense of Venezuela, in the city of Washington, Capital of the 
United States. The Government of Venezuela has noted with pleasure that at 
this time a proposed joint resolution (H. J. Res. 232) is following its legal course 
in the House of Representatives, by means of which resolution the Congress of 
the United States authorizes the executive branch to accept and to permit the 
erection in the city of Washington of a statue of Simon Bolivar, a gift of the 
Government of Venezuela. 

Under these circumstances, and since this proposed joint resolution is already in 
legal process, I have instructions from the Government of Venezuela, which it is 
a pleasure for me to fulfill, to confirm to the Government of the United States, 
through Your Excellency, the proposal of my government to offer a statue of 
Simon Bolivar, the liberator, in order that it may be erected in the city of Washing- 
ton as permanent evidence of the cordial and sincere friendship which exists 
between our two countries. The bronze statue of the liberator in the Capital 
of this great Nation will symbolize the bonds of friendship between Venezuela and 
the United States, grounded in affection, respect, and mutual understanding. 

On this pleasant occasion, I renew to Your Excellency the assurances of my 
highest consideration. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law (Public Law 157, 81st 


Cong., as amended by Public Law 397, 83d Cong.) made by the joint 
resolution, as introduced, are shown as follows (existing law proposed 
to be omitted is enclosed in black brackets, new matter is printed in 
italics, existing law in which no change is proposed is shown in roman): 


Resolved the Senate and House of Representatives of the United States of America 
in Congress assembled, That the Secretary of the Interior is [hereby] authorized 
Cand directed to grant authority to the Simon Bolivar Memorial Foundation, 
Washington, D. C.,] to [erect] accept, on behalf of the Government of the United 
States, a [bronze] statue of the liberator, Simon Bolivar, [the gift of the Govern- 
ment of Venezuela, including pedestal, on an appropriate site on grounds now 
owned bv the United States in the District of Columbia: Provided, That the 
design of the siztue, including the pedestal, and the site chosen shall be approved 
by the National Commission of Fine Arts, and the United States shall be put to 
no expense in or by the erection of this statue and proper landscape treatment of 
the site, so as to provide a proper setting, including planting, walks, and curbs: 
Provided further, Vhat unless the erection of this statue is begun within five years 
from and after the date of passage of this joint resolution, the authorization hereby 
granted is revoked] to be erected on public grounds under the administration of the 
Secretary of the Interior, as a gift to the Government of the United States from the 
Government of Venezuela as a token of friendship. 

Sec. 2. The design and site of such statue shall be approved by the Secretary of the 
Interior, the National Capital Planning Commission, and the Commission of Fine 
Arts, and the United States shall be put to no expense in or by the erection of this 
statue. 

Sec. 3. (a) The authority conferred pursuant to this joint resolution shall lapse 
unless the erection of such statue is commenced within five years after the date of the 
passage of this joint resolution. 

(b) All Acts or parts of Acts inconsistent herewith are hereby repealed to the ertent 
of such inconsistencies. O ; 
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DESIGNATING THE CUSTIS-LEE MANSION AND DEDI- 
CATING IT AS A PERMANENT MEMORIAL TO ROBERT 
E, LEE 





May 24, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany S. J. Res. 62] 


The Committee on House Administration, to whom was referred 
the joint resolution (S. J. Res. 62) having considered the same, report 
favorably thereon with an amendment and recommend that the joint 
resolution, as amended, do pass. 

The amendment is as follows: 

Page 3, line 3, strike out all after “2esolved,” down to and including 


“plaque”’ in line 7 and insert: 


That the magnificent manor house situated in its prominent position at the 
brow of a hill overlooking the Potomac River in Arlington National Cemetery, 
and popularly known as Lee Mansion, be officially designated as the Custis-Lee 
Mansion, so as to give appropriate recognition to the illustrious Virginia family 
in which General Lee found his wife, and that the Custis-Lee Mansion is hereby 
dedicated as a permanent memorial to Robert E. Lee, and the Secretary of the 
Interior is authorized and directed to erect on the aforesaid premises a suitable 
memorial plaque, and to correct governmental records to bring them into com- 
pliance with the designation authorized by this joint resolution 


PURPOSE OF THE AMENDMENT 


The historic mansion which would gain proper recognition by the 
adoption of this amendment to the Senate bill is a home established 
in 1802 by George Washington Parke Custis, son of Martha Wash- 
ington and foster son of George Washington. The home was known 
as Arlington House, and the estate as Arlington. 

Arlington House as a property never left possession of the Custis 
family, the deed to the property being in Mary Custis Lee, wife of 
General Lee, during her lifetime, and then descending to their eldest 
son, George Washington Custis Lee. General Lee did make his home 
there for the 3 years immediately preceding the Civil War, and it was 
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from Arlington House that he was called to Richmond to head the 
Confederate armies. Mary Custis Lee remained in Arlington House 
for several months, but when Union troops seized the surrounding 
lands, she abandoned the house. 

The Government acquired title to the estate by bidding it in at a 
tax sale in 1864, but some 10 vears later, after the death of Mary 
Custis Lee in 1873, her son, George Washington Custis Lee, sued to 
recover the property, claiming title through his grandfather’s will. 
The United States Supreme Court ruled in his favor, and upon his 
obtaining title he relinquished it to the Government for $150,000. 

The house served for many years as an office for the cemetery 
superintendent, but was ordered restored to its original condition by 
act of Congress in 1925, at which time it was referred to as Lee Man- 
sion. ‘The amendment ts offered to serve the purpose of historical 
accuracy, and to accord belated honor to the family so closely identi- 
fied with two of our country’s greatest heroes. 

The following communication has been received from the congres- 
sionally chartered National Trust for Historic Preservation: 

May 12, 1955 

My Dear Mr. Burieson: The executive committee of the National Trust for 
listorie Preservation has learned with great satisfaction of the proposal to honor 
the memory of Robert E. Lee by dedicating the Lee Mansion in Arlington Na- 
tional Cemetery as a permanent memorial to General Lee, as provided in Senate 
Joint Resolution 62 and House Joint Resolution 274. 

In view of the fact that the house was erected by George Washington 
Custis, grandson of Mrs. George Washington, we hope that it may be designated 
the Custis-Lee Mansion, thus perpetuating the memory of the family of Mrs 
Lee as well as honoring the memory of General Lee. 

Sincerely yours, 


Davin E. Finrey, Char 
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AUTHORIZING THE COMMITTEE ON BANKING AND 
CURRENCY TO CONDUCT STUDIES AND INVESTIGA- 
TIONS, AND MAKE INQUIRIES RELATING TO HOUSING 





May 24, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Botuine, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 203] 


The Committee on Rules, having had under consideration House 
Resolution 203, report the same to the House with the recommenda- 
tion that the resolution do pass with the following amendment: 

Page 1, line 3, strike out “and directed”. 
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AUTHORIZING THE COMMITTEE ON BANKING AND CURRENCY 
TO CONDUCT STUDIES AND INVESTIGATIONS, AND MAKE IN- 
QUIRIES RELATING TO THE FEDERAL OPEN MARKET COM- 
MITTEE, AND OTHER MATTERS 





May 24, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. THorNBERRY, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Ree. 210] 


The Committee on Rules, having had under consideration House 
Resolution 210, report the same to the House with the recommenda- 
tion that the resolution do pass with the following amendments: 

Page 1, line 2, strike out “‘and’’. 

Page 1, line 3, strike out ‘directed’. 

Page 2, beginning on line 2, change the comma to a period, and 
strm®&e out the following language ending on line 5: 


and (4) the various proposals for Federal assistance (other than grants) in the 


financing of State, county, and municipal (or instrumentalities thereof) highway 
and school programs. 
O 
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CONSIDERATION OF H. R. 3990 





May 24, 1955.—Referred to the House Calendar and ordered to be printed 





Mr.“Mappen, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 251} 


The Committee on Rules, having had under consideration House 
Resolution 251, report the same to the House with the recommendation 
that the resolution do pass. 
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May 24, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Ricnarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany H. R. 6382] 


The Committee on Foreign Affairs, to whom was referred the bill 
(H. R. 6382) to amend the International Claims Settlement Act of 
1949, as amended, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


COMMITTEE ACTION 


On March 2, 1955, the committee received a communication from 
Chairman Whitney Gillilland, of the Foreign Claims Settlement 
Commission of the United States, transmitting draft legislation 
amending the International Claims Settlement Act of 1949, to author- 
ize payment of certain claims by nationals of the United States 
against the Governments of Bulgaria, Hungary, Rumania, Italy, 
and the Soviet Union. 

In its consideration of the legislation, the committee held 15 
meetings. Twenty-eight witnesses were heard during the hearings 
which began March 22, 1955, and continued through April and Mey. 
The draft bill was rewritten by the committee, and on May 19 a 
clean bill was introduced by the Honorable James P. Richards, 
chairman of the committee, incorporating the committee changes 
and amendments. The committee met in executive session on that 
day and ordered the measure reported. 


INTRODUCTION 


The main objective of this bill is to enable the Foreign Claims 
Settlement Commission of the United States to handle certain claims 
against five governments: Bulg garia, Hungary, Rumania, Italy, and 


the Union of Soviet Socialist Republics. 
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The bill does not create a new Government agency. It does not 
authorize, nor does its implementation depend upon, negotiations 
with any of these governments. It places no additional burden on 
the American taxpayer since expenses of administration are to be 
met from the funds available for distribution to the claimants. 

The available assets of these 5 countries from which claims can be 
paid are approximately $41 million: 

Bulgaria, $27, 000, 000 

] 5, 000, 000 
Russia 9, 000, 000 


Net total available for payment of claims__........._.._-- 41, 000, 000 


These funds will be available as follows: 

(1) Blocked assets of the three satellite countries are more than $34 
million. This total consists of about $27 million of government- and 
corporate-owned assets and $7 million of assets owned by natural per- 
sons. The bill specifically prohibits the vesting of the blocked assets 
of natural persons, and the $7 million of these assets are to remain 
blocked subject to future decision as to their disposition, leaving only 
$27 million of government- and corporate-owned assets to pay claims. 

2) Under the Lombardo Agreement of August 14, 1947, Italy 
turned over to the United States $5 million for distribution by the 
United States in full satisfaction of claims against Italy arising out 
of the war and not otherwise provided for in the peace treaty with 
Italy. 

(3) Pursuant to the Litvinov Assignment of November 16, 1933, the 
United States has recovered the sum of approximately $9 million which 
is now available for the payment of claims of United States nationals 
against the Soviet Union and certain of its nationals, 

Following is a statistical breakdown of the claims: 


Estimated number of claims, amounts, and funds available 





Estimated Estimated total] Funds avail 
Country number of of claims to able to pay 
claimants be filed claims 





Bulgaria $3, 000, 000 
' 4,000 | $125, 000, 000+- 
PRED. <casacpciictsrnbesstsemmicnehetensaamumonnan 25, 
tl. .<ciaihnnusdwacekatnenehousaedmaondatasak bactemer 1, 000-1, 500 5, 000, 000+- 
Russia 3, 000-3, 500 425, 000, 000 














IIE, occu cnanieaacuanmieaaceupamanaas 
Less assets owned by natural persons 





Net total available for payment of claims 





1 It is estimated that approximately 44 of these claims are for losses arising prior to Sept. 15, 1947. 


Before the blocked assets of the three satellite countries can become 
available for the payment of such claims, the United States must vest 
(take title to) the assets of these countries in the United States, make 
certain initial determinations disposing of prewar debt claims and title 
claims, liquidate the assets, and turn the net proceeds over to the 
Treasury Department. When this has been accomplished, a separate 
and distinct fund will be set up in the Treasury Department for each 
of the three satellite countries. No vesting or title taking will be 
needed in the case of Italian and U.S. S. R. assets covered by this bill, 
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since title in those assets already exists in the United States. As in 
the case of the satellite funds, separate and distinct funds are to be 
set up in the Treasury for Italy and the U.S.S. R. claims respectively. 


A. BULGARIA, HUNGARY, AND RUMANIA 


After the outbreak of war in September 1939, under Executive 
Order 8389 of April 10, 1940, assets in the United States of some 
governments and of their nationals were blocked. Accordingly, assets 
of Rumania were blocked on October 9, 1940; of Bulgaria on March 4, 
1941; and of Hungary on March 13, 1941. Of these assets, it is esti- 
mated that, as indicated above, approximately $27 million will be 
available for the payment of claims. 

Blocking means that no assets of these Governments and their 
nationals can be transferred, sold, or, in the case of bank accounts, 
drawn upon. ‘Title to the property remains with the original owner 
but he can do nothing with his property so long as it is blocked. 

The treaty of peace with each of the three countries provides that 
the United States can seize and liquidate property in the United States 
belonging to such country or its nationals and apply the proceeds for 
“sueh purposes as it may desire, within the limits of its claims and 
those of its nationals * * *” against such country. 

The peace treaties specifically require that war claims are to be 
taken care of by each of the three former enemy countries. None of 
the three countries has complied with its treaty agreement in this 
respect. In addition, each has seized property of United States 
nationals and has made no compensation. Consequently, the bill 
provides for the liquidation of the blocked assets to be vested and 
those already vested under the Trading With the Enemy Act, and the 
distribution of the proceeds among United States nationals having 
prewar contract claims, war damage claims, and nationalization or 
other expropriation claims which arose prior to September 15, 1947. 

Title taking. or vesting, is a preliminary step which must be taken 
by the United States Government in the case of Bulgarian, Hun- 
garian, and Rumanian blocked assets. This is necessary to enable the 
Government to convert these assets into dollars which will be used to 
pay awards. ‘Title Il of the bill provides that such liquidation will 
be undertaken by the President or his designee (which presumably 
will be the Office of Alien Property). 

In connection with this liquidation, the following three major types 
of determination will have to be made: 

1. Whether the property is owned by Bulgaria, Hungary, or Ru- 
mania or one of its nationals. Only such property can be vested. 
Any assertion that property should not have been vested on the 
ground it is not so owned may be presented either to the Office of 
Alien Property or a court for the return of the property or the net 
proceeds to the rightful owner. 

2. Whether the property is owned by a natural person rather than 
& corporation or government. Assets of natural persons are not to 
be taken under this bill. ‘They remain blocked. Should such assets 
already have been vested, they or their proceeds will be returned to 
blocked accounts. Thus vesting is limited to assets belonging to 1 
of the 3 Governments, corporations, or other business entities. 

3. Debt claims of certain prewar creditors. Provision is made for 
payment by the Office of Alien Property only of debts arising from 
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prewar business transactions that are payable in United States cur- 
rency. The creditor must be either (a) a United States citizen at the 
time the debt was incurred; or (6) permanently resident in the United 
States since December 7, 1941; or (c) an American corporation. 

Debt claims against the three governments are not allowed. Most 
such claims are based on bonds. Such claims may be presented to the 
Foreign Claims Settlement Commission in common with all other 
claims rather than be given the priority they would enjoy as debt 
claims. 

After the Office of Alien Property has taken title to and liquidated 
assets as authorized under this bill, it turns over to the Treasury the 
dollars it has acquired. The Foreign Claims Settlement Commission 
will handle claims against the three satellites. ‘These are— 

(1) Certain prewar contract claims against any of the three 
governments; 

(2) Claims arising out of the war for which provision was made 
in the treaties of peace (war damage claims); and 

(3) Nationalization and expropriation claims arising before 
September 15, 1947, the effective date of the treaties of peace with 
the three countries. 

Awards on claims against any country will be payable only from the 
liquidated assets attributable to that government. 

It is doubtful that many claims will be paid in full. The assets will 
be used to satisfy in full all awards of $1,000 or less. Awards over 
that amount will be paid $1,000 on account and the balance on a pro 
rata basis to the extent that the remaining assets permit. A claim 
which is not fully paid is not extinguished. The unsatisfied portion 
remains a claim against the appropriate foreign government. 


B. ITALY 


Title to the Italian fund already exists in the United States Govern- 
ment by virtue of the Lombardo Agreement referred to above. No 
vesting of these funds is required since the fund is in the Treasury. 
Thus, the Office of Alien Property has no responsibility in this regard. 

The Italian Government has paid the United States a sum of 
$5 million to cover the settlement in full of war claims not covered by 
the peace treaty with Italy in 1947. Such claims include those that 
arose from Italian action outside of Italy, including the high seas. 


C. UNION OF SOVIET SOCIALIST REPUBLICS 


The balance of the claims covered by the bill are claims against 
the U.S. S. R., and certain of its nationals. On November 16, 1933, 
by virtue of the Litvinov Assignment upon the recognition by the 
United States of the U. S. S. R., there were released and assigned to 
the United States certain assets and moneys of the Soviet Government 
as part of a contemplated overall settlement of the outstanding claims 
between the two Governments and their nationals. This overall 
settlement has never taken place. The Department of Justice has 
completed the liquidation of these Russian assets and there is now on 
deposit in the Treasury a special account of approximately $9 million 
representing the proceeds of the assets. Claims against this fund are 
included in this bill. 
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The Foreign Claims Settlement Commission must first, before 
making awards on general claims against the U. 8S. S. R., mako 
awards on account of certain claims represented by judgment or 
attachment liens which, prior to the date of the Litvinov Assignment, 
had existed on any property covered by the Assignment. 


D. PERSONS ELIGIBLE TO RECEIVE AWARDS UNDER THIS BILL 


1. War damage claims.—(a) A claimant against Hungary, Rumania, 
or Bulgaria must have been a United States national continuously 
since the date of the armistice with the country involved, or one who 
declared his intention to become a citizen before the armistice, had 
been continuously a United States resident between the armistice 
date and September 15, 1947, and have been a citizen continuously 
since September 15, 1947 (the effective date of the treaty). 

The armistice dates were: Bulgaria, October 28, 1944; Hungary, 
December 28, 1944; Rumania, August 24, 1944. 

(6) A war damage claimant against Italy under the Lombardo 
Agreement must have been a United States national continuously 
since the time of his loss. The loss must have arisen out of the war, 
which ended September 15, 1947. 

2. Expropriation and Russian claims.—A claimant must have been 
a United States national continuously since the date of the loss. All 
Russian claims must have arisen prior to November 16, 1933. Claims 
against Hungary, Rumania, or Bulgaria must have arisen prior to 
September 15, 1947. 

3. Contract claims.—A claimant must have been a United States 
national continuously since April 24, 1941, in the case of Bulgaria, 
and September 1, 1939, in the case of Hungary and Rumania. The 
debt must have become payable prior to September 15, 1947. 

4. Assigned claims.—Where a claimant who is a national of the 
United States acquired the claim from another person his eligibility 
will depend on whether his predecessors in interest met the applicable 
nationality requirement. 

5. Excluded claimants.—In no case will an award be made to a 
claimant who collaborated with the enemy during World War II or 
who has been convicted of disloyalty to the United States. 


E. UNSETTLED CLAIMS 


Although this bill is an international claims settlement bill, it 
should be made clear that all claims of American citizens against 
the Soviet Union and the three satellite countries will not be settled 
by virtue of its passage. We have been informed that approximately 
9,000 American nationals have claims of over half a billion dollars 
against the Soviets, Hungary, Rumania, and Bulgaria. Under this 
bill only $36 million is available to “settle” all of these claims against 
these four countries. This bill does not include claims arising since 
the treaties for nationalization, compulsory liquidation, or other 
seizure, and it does not include as claimants the large number of 
persons who have become American citizens since the treaties were 
ratified. It would therefore be a mistake to consider this bill as doing 
justice to Americans whose rights have been violated by the Soviets 
and their satellites. There is no way in which this bill can be amended 
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to do justice to all of these claimants and all of their claims by 
distributing $36 million. Every proposed amendment which would 
increase the number of claims or claimants will proportionately reduce 
the amount that each claimant receives and to that extent increase the 
injustice for all. 

The way to secure justice for these thousands of American citizens 
with their millions in claims is to induce the Soviets and their satellites 
to recognize, adjudicate fairly, and then pay these claims. All of them 
are based upon promises, agreements, and international law which 
prevails among civilized nations. If, as, and when, the President meets 
“at the summit” with the Soviet leaders, it is our hope that he will 
place high on the agenda of matters to be considered the rights of 
these American citizens. It might well be that, as a prerequisite to 
considering future promises by the Soviets, he would insist upon 
performance of the past promises involved in these unsettled claims, 
and would require their early satisfaction as a token of the good faith 
that must be demonstrated by deeds, not words, before just and lasting 
peace can come. 


PROVISIONS OF BILL 
RELATION TO INTERNATIONAL CLAIMS SETTLEMENT Act oF 1949 


Sections 1-3.—These sections contain the necessary provisions for 
combining the titles in this bill with the existing International Claims 
Settlement Act of 1949. The latter now becomes title I. 

The International Claims Commission established under that act 
has already been terminated and its functions transferred to the 
Foreign Claims Settlement Commission of the United States under 
Reorganization Plan No. 1 of 1954. 


Tirte I]. Vesvina anv LiquiIpATION OF BULGARIAN, HUNGARIAN, 
AND RuMANIAN PROPERTY 


DEFINITIONS (SEC. 201) 


This section defines the term “person” to include a natural person, 
partnership, association, other unincorporated body, corporation, 01 
body politic such as a government. ‘Property’ is defined as any 
property, right, or interest. ‘‘Treaty of Peace” refers to 1 of the 3 
treaties signed by the United States with Bulgaria, Hungary, and 
Rumania at Paris, February 10, 1947, and which came into force on 
September 15, 1947, 


AUTHORIZATION FOR VESTING (SEC. 202 (a)) 


Subsection (a)—Provides for the vesting of Bulgarian, Hungarian, 
and Rumanian assets which were directly or indirectly owned by 
such governments or by any national thereof (other than a natural 
person) on September 15, 1947, and which remain blocked on the 
effective date of title II. (September 15, 1947, is the date upon 
which treaties of peace became effective between such governments 
and the Governmert of the United States.) Such assets would 
vest in such officer or agency as the President may designate for 
this purpose, presumably the Office of Alien Property in the De- 
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partment of Justice. This subsection requires liquidation of such 
assets as expeditiously as possible. Property found to be owned 
directly by natural persons would not be vested under this subsection 
but would remain Blocked subject to possible future release. 


PROPERTY ALREADY VESTED (SEC. 202 (b)) 


Subsection (b)—Makes available for the payment of claims assets 
of the three countries which have already been vested under the Trad- 
ing With the Enemy Act (Public Law 91, 65th Cong.). Such vesting 
included primarily: 

(1) Substantial or controlling interests in American business 
enterprises. 
(2) Patents and interests in patents. 
(3) Trade-marks and interests in trade-marks. 
(4) Copyrights and interests in copyrights. 
(5) Ships. 
(6) Property under judicial administration, including interests 
in trusts and decedents’ estates. 
In general, enemy-owned cash, credits, investment securities and the 
like were excluded from the vesting authority of the Alien Property 
Custodian and were kept in merely a blocked status. 


FINALITY OF DETERMINATION (SEC. 202 (e)) 


Subsection (c).—Denies any court review of determinations by the 
Office of Alien Property as to whether or not property is owned by a 
natural person. Since the disposition of any Bulgarian, Hungarian, or 
Rumanian assets, whether or not owned by natural persons, is entirely 
a matter of grace, and since, in any event, the determination of whether 
property is directly owned by a natural person is not usually subject 
to substantial doubt, it seems entirely reasonable to eliminate the 
possibility of protracted litigation to review such a determination, 
with consequent delay in the liquidation of the assets. 


FURNISHING INFORMATION (SEC. 202 (d)) 


Subsection (d).—Authorizes the President or his designee to require 
any person to furnish complete information with respect to blocked 
vested assets or past transactions therein and to produce books of 
account, records and other documents relative to such assets as may be 
necessary to enforce the provisions of section 202. 


ISSUE OF NEW SECURITIES (SEC. 203) 


Requires any corporation, the outstanding shares of which have 
been vested, to issue new certificates to the administering agency 
(Office of Alien Property), in order to permit that agency to liquidate 
such shares. 


NOTICE (SEC. 204) 


Provides that the recording of a vesting order shall be effective to 
give notice for various purposes in the same way as the recording of a 
conveyance, assignment, etc. 
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FULL RELEASE (SEC. 205) 


Provides that any person transferring property to the President or 
his designee pursuant to a vesting directive will be discharged of 
obligation in that regard; and that, in general, no legal liability shall 
attach to any person who, in good faith, makes such transfer. 


ENFORCEMENT OF VESTING BY FEDERAL COURTS (SEC. 206) 


Confers jurisdiction on Federal! district courts to make and enter 
rules and to issue process as may be necessary to enforce the provisions 
of this title. 

The sections of the United States Code which are cited deal with 
the appeal procedures for Federal courts. 


TITLE CLAIMS (SEC. 207) 


Provides for a court trial or an administrative remedy with judicial 
review, for claimants filing claims for the return of vested assets a!leg- 
ing that they are not nationals of Bulgaria, Hungary, or Rumania. 
A claimant is required to choose one of the two procedures and may 
not avail himself of both. 

This is a departure from the provisions of the Trading With the 
Enemy Act which permits a claimant to seek return of his property 
through the Office of Alien Property and, if this is denied, then to 
initiate a new action in court. The procedure under the Trading 
With the Enemy Act has caused undue delay. ‘Therefore, in this 
bill the claimant is required to choose between two alternatives. 
Even if he chooses, however, to place his claim before the administra- 
tive agency, he can obtain a court review of the agency’s decision. 

Subsection (c) provides protection for minority, nonenemy interests 
in corporate property vested under this title. It balances the desir- 
ability of recognizing the rights of minority stockholders in Bulgarian, 
Hungarian, and Rumanian corporations who are either United States 
nationals or the nationals of countries which did not oppose us in 
World War II and the administrative problems which would result if 
the corporate veil had to be pierced in every case to determine whether 
a single share of stock was held by a person not a Bulgarian, 
Hungarian, or Rumanian. 

If it were required that the interest in the blocked or vested assets of 
such a holder of a single share of stock be determined in every case, 
there would be delay in the liquidation of assets which would impose 
undue hardship on the holders of claims. 

The bill therefore provides that if 25 percent or more of the stock 
or other proprietary interest in a corporation is owned by nationals 
of countries other than Bulgaria, Hungary, Rumania, Germany, or 
Japan, the interest of any person other than a Bulgarian, Hungarian 
or Rumanian national may be reimbursed from the vested assets o 
such corporation upon proper and timely application therefor. One 
reason for selecting the figure of 25 percent is that the State Depart- 
ment commonly uses the 25 percent figure as a test of substantial 
American ownership in espousing claims against foreign governments. 
Although there must be at least a 25 percent nonenemy interest in 
the corporation before minority shoclihealdabi? interests are recognized, 
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when this condition is met, the interest of the smallest shareholder may 
be recognized. It will not be recognized, however, unless the Depart- 
ment of State certifies that the country of the national asserting such 
an interest accords protection to United States nationals in similar 
cases. 

DEBT CLAIMS (SEC. 208) 


Provides that the President or his designee shall apply the proceeds 
of the property vested under section 202 to the payment of debt 
claims of Americans against the prevesting owners. The claim of a 
creditor can be paid only from the vested property of his particular 
debtor. The following classes of debt claims are barred: (1) Debt 
claims against the three governments; (2) debt claims payable in 
non-American currency; (3) debt claims arising after blocking. The 
effect of this section is to permit the payment of the debts, if any, of 
prevesting owners to Americans prior to the application of such owners’ 
property to the payment of claims against the governments of such 
owners under this bill. ‘The section authorizes judicial review of the 
disallowances of debt claims by the President or his designee. 

A person who has been continuously resident in the United States 
since December 7, 1941, is eligible to file a debt claim even though he 
is not a citizen. All debt claims are required to have been due and 
owing prior to the blocking of the property in 1940 and 1941. Since 
any foreign national living in this country before the war would have 
had access to our courts in collecting debts due him by enterprises 
of the three countries which were doing business in the United States, 
and since the debt claim procedure is generally designed to provide a 
substitute for recourse to our courts, it would not be just to limit debt 
claims to those of United States nationals, as is done with respect to 
the claims program against the foreign governments to be admin- 
istered bv the Foreign Claims Settlement Commission. 

Debt claims against governments are not allowed. Most such claims 
are based upon bonds. It is intended that such claims should be 
handled by the Commission in common with all other claims rather 
than be given the priority they might enjoy as debt claims. For 
example, the United States has blocked $13 million in gold belonging 
to the Rumanian Government. If Rumanian bonds were to get a 
prior claim against this gold through the filing of a debt claim, the 
gold would not be available for the benefit of other claimants. 

Claims for obligations not expressed in United States currency 
cannot be handled as debt claims by the Office of Alien Property 
although they may be eligible for consideration by the Commission. 
The treatment of debt claims is based on the theory that only those 
which arose primarily during the course of normal business in the 
United States before the war should be recognized. Debt claims 
involving other than United States currency normally would not arise 
in this way. Consequently, the bill does not give them the priority 
enjoyed by debt claims. 

The bill sets a limit of 1 year for debt claims to be filed. 


AUTHORITY TO HOLD HEARINGS (SEC. 209) 


Grants hearing, examination and rulemaking powers in relation to 
vesting, to the President or his designee. 
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TIME FOR FILING (SEC. 210) 


Fixes a 1-year limitation period for the filing of suits and claims 
for return of vested property. 


LIMITATION ON ATTORNEYS’ FEES (SEC. 211) 


Sets a 10 percent ceiling on attorneys’ fees in suits or claims and 
authorizes an attorney or agent of the claimant to petition any dis- 
trict court for the payment of a larger fee on the grounds of unusual 
hardship. 

This section is based on provisions of the Trading With the Enemy 
Act limiting attorneys’ fees. 

The language of this section which deals with the vesting provisions 
differs in some respects from the language of section 317 which 
relates to attorneys’ fees in claims cases. This difference is made 
necessary by certain differences between the operations of the Office 
of Alien Property and the Foreign Claims Settlement Commission. 
These differences include: 

(1) The base for limiting attorneys’ fees in the return of property 
is the value of the property, which value must be determined by the 
Office of Alien Property. In claims cases the computation is based 
on the amount paid on the claim. 

(2) Cases involving vesting may be handled entirely by the courts 
and even when initiated with the Office of Alien Property are subject 
to court review. Thus, many such cases will be in the courts so that 
making the courts responsible for fixing fees in excess of 10 percent 
is reasonable. 

In the claims procedure, as distinct from the vesting procedure, all 
matters will be handled by the Commission with no appeal to the 
courts. The Commission therefore presumably can more easily 
and quickly judge the fairness of attorneys’ fees than the courts. 


PAYMENT OF TAXES (SEC. 212) 


Provides that all Federal, State, and local taxes otherwise payable 
shall not be rendered inapplicable by vesting and requires the vesting 
agency to pay such taxes, 


DEDUCTION OF EXPENSES (SEC. 213) 


Provides that the vesting agency shall deduct the amount of its 
administrative expenses applicable to any particular assets prior to 
transferring them to the Treasury. 


VESTED PROPERTY NOT SUBJECT TO LIEN (SEC. 214) 


Proscribes post vesting liens, attachments, ete., against vested assets 
or the proceeds thereof, 


CRIMINAL PENALTIES (SEC. 215) 


Sets forth criminal penalties for violations of title IT (vesting) or 
rules and regulations thereunder. (The criminal penalties for the 
claim provisions of the bill are those of sec. 1001, title 18, of the 
U.S. Code.) 
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Titte IIT. Cuaims Acainst Butearia, Hungary, Rumania, IrAcy, 
AND THE Soviet UNION 


DEFINITIONS (SEC. 301) 


Defines terms used in title ITT. 

(1) “Person” is defined as a natural person, partnership, associa- 
tion, other unincorporated body, corporation, or body politic such as 
a government. 

(2) “National of the United States” includes both natural persons 
and corporations or other legal entities. In the case of natural persons 
there is a well established meaning. It covers United States citizens, 
together with the inhabitants of certain of our island dependencies 
who are not citizens but who owe allegiance to the United States. 
A legal entity such as a corporation is defined as one that is organized 
under the laws of the United States, any State or Territory thereof, 
or the District of Columbia, if natural persons who are nationals of 
the United States own, directly or indirectly, more than 50 percent 
of the outstanding capital stock or other beneficial interest in such 
legal entity. In neither case does the definition include aliens. 

Since the bill contemplates the assertion of claims by United 
States corporations or other legal entities, as well as natural persons, 
the committee considered whether such a legal entity should qualify 
as a United States “national” simply because of its organization 
under the laws of the United States or of one of its States, or whether 
an additional qualification requirement should be imposed by reference 
to the nationality of the individual owners of the entity. 

There is no statutory provision of general applicability which 
undertakes to define the nationality status of a corporation or other 
legal entitv for such purposes. In connection with its espousal of 
claims of United States nationals against foreign governments gen- 
erally, the policy of the State Department has been to espouse the 
claim of a lega! entity only if it represents a substantial United States 
ownership interest. ‘“‘Substantial’’ has been defined in varying terms 
from time to time. 

In view of the limited funds available for distribution under this 
bill, the committee concluded that such entities should qualify as 
claimants only if, in addition to their having been organized under the 
laws of the United States or one of its States or Territories or the 
District of Columbia, a majority of the stock or other beneficial 
interest is owned, directly or indirectly, by individual United States 
nationals. The most recently enacted statutory claims program, that 
relating to claims arising from the sequestration by the Japanese of 
bank deposits and other credits in the Philippines during World War II 
(Public Law 744, 83d Cong.) imposes a similar ownership qualification. 

(3) “Treaty of Peace’ refers to any of the 4 treaties signed by the 
United States with Bulgaria, Hungary, Rumania, and Italy, at Paris, 
February 10, 1947, and which came into force on September 15, 1947. 

(4) “Memorandum of Understanding”’ is the memorandum between 
the United States and Italy regarding Italian assets in the United 
States and certain claims of nationals of the United States, signed on 
August 14, 1947. This memorandum, popularly referred to as the 
Lombardo Agreement, resulted in the transfer by Italy to the United 
States of $5 million for the payment of claims authorized in section 
304. 
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(5) “Soviet Government” is defined as the Union of Soviet Socialist 
Republics, including any of its present or former constituent republics. 
other political subdivisions, and any territories thereof, as constituted 
on or prior to November 16, 1933. 

(6) “Litvinov Assignment’? means (a) the communication of 
November 16, 1933, from Maxim Litvinov to President Franklin D. 
Roosevelt, wherein the Soviet Government assigned to the Govern- 
ment of the United States amounts admitted or found to be due it 
as the successor of prior governments of Russia, or otherwise, pre- 
paratory to a final settlement of the claims outstanding between the 
two Governments and the claims of their nationals; (6) the communi- 
cation of November 16, 1933, from President Franklin D. Roosevelt 
to Maxim Litvinov, accepting such assignment; and (c) the assign- 
ments executed by Serge Ughet on August 25, 1933, and November 
15, 1933, assigning certain assets to the United States Government. 

(7) “Russian national’ includes any corporation or business 
association organized under the laws, decrees, ordinances, or acts of 
the former Empire of Russia or of any government successor thereto, 
and subsequently nationalized or dissolved, or whose assets were taken 
over by the Soviet Government, or which was merged with any other 
corporation or organization by the Soviet Government. 

(8) “Commission” refers to the Foreign Claims Settlement Com- 
mission of the United States, established pursuant to Reorganization 
Plan No. 1 of 1954. 

(9) ‘‘Property’’ means any property, right, or interest. 


ESTABLISHMENT OF CLAIMS FUNDS (SEC. 302) 


Provides for the establishment of claims funds in the Treasury for 
each of the countries included in the bill. 


CLAIMS AGAINST BULGARIA, HUNGARY, AND RUMANIA (SEC. 303) 


Authorizes the Foreign Claims Settlement Commission to make 
awards on claims of nationals of the United States arising out of the 
failure of the Governments of Bulgaria, Hungary, or Rumania to 
restore or compensate for property under certain articles of the 
treaties of peace with Bulgaria, Hungary, and Rumania. 

The pertinent articles of the treaties provided that the three coun- 
tries were to return all property of the United Nations and their 
nationals as they then existed, free of all encumbrances to which the 
property had become subject as a result of the war. In those cases 
where, because of destruction or damage, as a result of the war, the 
property could not so be restored, the country involved was obligated 
to pay the amount of the loss or damage in local currency to the extent 
of two-thirds of the loss. All of the three specified countries have 
failed to comply with these obligations. Paragraph (1) of section 303 
provides for the settlement of claims so arising; and as provided in the 
treaties, awards made upon such claims would be in amounts not 
exceeding two-thirds of the loss or damage actually sustained. 

(1) The peace treaties with the three satellite countries provide for 
war damage claims in favor of persons who were United States na- 
tionals, both on the date of the armistice with the country involved 
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and on the date of the peace treaty with that country. The bill 
eliminates the requirement of nationality as of the armistice date and 
substitutes for it the requirement that the claimant had been a perma- 
nent resident of the United States on that date and had by then 
formally declared his intention to become a United States citizen. 

(2) The bill provides for compensation for nationalization, com- 
pulsory liquidation or other taking of property of United States 
nationals in the three satellite countries which occurred prior to 
September 15, 1947. While the bulk of such claims arose thereafter, 
the committee concluded that, since the limited funds available for 
such distribution are derived from assets of those countries and their 
nationals which were blocked during and because of the war, the 
funds should first be used to satisfy, so far as possible, only claims 
against those countries arising prior to the peace treaties. All other 
valid claims against those countries would remain unaffected by the 
bill; and it is understood that efforts by the executive branch to 
obtain satisfaction of such claims will continue. With respect to 
claims for which provision is made in the bill, it is expressly provided 
that such claims are not extinguished, except to the extent that they 
will be paid under this bill. 

(3) Before and during the war the three satellite countries de- 
faulted on a variety of contractual obligations represented, for the 
most part, by Government bonds. Paragraph (3) of section 303 
authorizes the Commission to determine the validity and amounts 
of such claims and make appropriate awards thereon. Claims under 
this paragraph are limited to contractual obligations acquired by 
United States nationals before the war and which became payable 
prior to September 15, 1947. 


Significance of phrase “including international law’’ 

In connection with all categories of claims (referred to in secs. 303, 
304, and 305) the Commission is authorized and directed to determine 
the claims ‘in accordance with applicable substantive law, including 
international law.” 

The inclusion of “international law” would permit the application 
of several principles of law which might not otherwise be available 
to the Commission. One such principle would be that, unless other- 
wise provided by treaty, a claim may not be asseried by a national of 
one country (or by his government on his behalf) against another 
country unless the claimant was a national of the country espousing 
his claim at the time the loss occurred. The underlying theory is 
that it is the complaining country which is aggrieved through an 
injury to one of its nationals. Thus, the United States would not 
normally espouse a claim against a foreign government on behalf of 
one of its nationals unless he had been a United States national at 
the time the loss occurred. 

Another general principle of international law which could come 
into play in the consideration of these claims is the general rule that 
such a claim must have been continuously owned by a United States 
national (not necessarily the same one) at all times between the time 
the claim arose and the presentation of the claim, whether directly to 
the foreign government or before the appropriate adjudicating body. 
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Thus, if at any time subsequent to the time of the loss, a claim origi- 
nally accruing to a United States national had become vested in a 
nonnational (whether by inheritance, purchase, or otherwise), the 
claim would not be espoused even if it was thereafter reacquired by a 
United States national. 

These and other basic principles of international law would be 
applicable in the determination of these claims. 


ITALIAN CLAIMS (SEC. 804) 


Authorizes the Commission to determine claims against Italy 
arising out of the war (and not otherwise provided for in the Italian 
Peace Treaty) payable from the fund of $5 million established by 
the so-called Lombardo Agreement. This fund is to be in full settle- 
ment of all Italian war claims not provided for in the peace treaty 
with Italy. Property losses outside of Italy and claims for personal 
injury, suffering, and other losses would be compensable. 


RUSSIAN CLAIMS (LITVINOV) (SEC. 805) 


Authorizes the Commission to determine claims payable from the 
funds realized under the Litvinov Assignment and establishes priori- 
ties for some of such claims. The bill deals with claims against 
Russia which arose prior to November 16, 1933. 

Claims of nationals of the United States against Russian nationals 
upon which liens were obtained prior to November 16, 1933, against 
assets covered by the assignment, are to be determined and paid 
prior to other claims. The claims which are evidenced by liens are 
to be paid only to the extent the proceeds of the assets subject to 
lien permit. 

A claim under paragraph (a) (1) of this section qualifies only if three 
conditions are met: 

First, the claim must have accrued originally in favor of a United 
States national; 

Second, the judgment or warrant of attachment resulting in the lien 
must have been in favor of a United States national, and 

Third, a lien must have arisen in favor of a United States national, 
based on the judgment or attachment. 

In order to assure that the claims against Russian nationals which 
were the subject of litigation more than 20 years ago may be paid 
off as quickly as possible and in order to prevent the “retrying’’ of 
issues already decided by the courts, judgments entered in the courts 
are made binding on the Commission. 

The Commission is required to give preference to the disposition 
of the lien claims against Russian nationals over other claims under 
this bill. Under the bill (sec. 308) all awards are to be certified to 
the Treasury ‘‘as soon as possible and in the order of making awards.”’ 
To the extent the assets subject to the lien of each claimant are 
adequate, he would be paid immediately. 

It is understood that the preference given by this amendment would 
not require the Commission to suspend all other work until these pri- 


ority claims are settled. ‘The Commission would be required, however, 


to resolve all questions of work priority in favor of these claims. 
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TIME FOR FILING (SEC. 306) 


This requires the Commission to give notice, by Federal Register 
publication, for the filing of claims, within 60 days following enact- 
ment of the bill or following enactment of legislation appropriating 
funds to the Commission for administrative expenses. While the 
time limit for filing is left to the discretion of the Commission, it may 
not exceed 1 year after such publication, except with respect to the 
Russian “lien” claims, as to which the time limit may not exceed 6 
months. The latter provision is calculated to expedite final deter- 
mination and payment of such last-mentioned claims. 


SPECULATIVE PURCHASE OF CLAIMS (SEC. 307) 


Provides that a United States national who has acquired the claim 
of a United States national cannot be awarded more than the amount 
last paid for the claim before January 1, 1953. The purpose is to 
prevent the enrichment of speculators who bought bonds and other 
claims at low prices. ‘The date has been arbitrarily selected. Anyone 
buying a claim after January 1, 1953, could claim the amount which 
had last been paid for it by anyone purchasing the claim prior to that 
date. If he bought (after January 1, 1953) from the holder of a claim 
which had never been sold he would be entitled to claim the full 
amount. If he bought from an original holder of a claim prior to 
January 1, 1953, he could claim only what he paid for such claim. 


CERTIFICATION OF AWARDS (SEC. 308) 


Awards made by the Foreign Claims Settlement Commission will be 
certified to the Secretary of the Treasury in the chronological order 
in which they are made and paid in United States currency. 


PAYMENT FROM FUNDS (SEC. 309) 


Provides that funds derived from the assets of one country cannot 
be used to settle any claim with respect to another country. 

It also permanently appropriates the amounts in each country’s 
claims fund for making claims payments. Annual appropriations by 
Congress will be required, however, to cover the expenses of the 
Foreign Claims Settlement Commission. 

The following statement, indicating the requirement for personnel 
and the expenses anticipated by the Commission for the 4 years which 
are allowed for handling claims under this bill, has been submitted by 
the Commission: 

On May 9, 1955, the Commission’s personnel numbered 161 persons, most of 
whom are experienced claims attorneys and administrative personnel. The en- 
actment of the proposed legislation would not result in any substantial increase in 
the number of such employees or in the general character of the duties they are 
now performing. Such additions as may be made to the existing staff will consist 
chiefiv of a corporation or financial analyst, accountants and investigators num- 
bering perhaps not more than six employees. 

It is estimated that the new program will require.an average of approximately 
72 employees per year and that they will consist almost entirely of present experi- 
enced personnel. Over a 4-year period, in other words, the new program would 
require 291 man-years, 
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: Annual ve Man- 
Grade salary Position years Total cost 
Special positions in excess of $12,000 (3 9.0 $135, 000 
Commissioners). 
C66 ec $12,000 | Executive Director... ...cccccsctssccsccuns 3.5 $42, 000 
General Counsel... ---- 3. 5 42, 0 
84, 000 
10,800 | Administrator (Claims) oS eee eee 43, 200 
9,600 | Chief, Claims Branch-- 4.0 38, 400 
Chief, Hearings Branch 4.0 38, 400 
pannmenes 76, 800 
| eee 8,360 | Administrative officer....................- 4.0 33,440 
BUNS VIGNE ALONE .c erin cnccccccsccceuwen 6.5 54, 340 
ANG CEO oc cieccicentcnamencete 6.5 54, 340 
142,120 
Lf re 5 OGd PSN as 5c nc cakendeieanbeebbecasnen 15.0 105, 600 
P| TIERS EE LEE SEP TTESS 4.0 28, 160 
i ES Pree 4.0 28, 160 
Corporation analys6..... .cccccccccccsacccece 4.0 28, 160 
—_—— 190, 080 
ce | GOO 1 FT ao tcecdiceccscemcdgeebun 22.0 130, 680 
ROWING. 0.2. 2tanidncbivcncnsusdnsemees 8.0 47, 520 
178, 200 
mena ee CS ea eee eee 4.0 20, 740 
SR WUNG  . t.. ib kndcaccincatcbieenessen 10.0 51, 850 
Ce Re een ae 10.0 51, 850 
iy RS ae ee 4.0 20, 740 
RG II na cin ainsestsatielenbeniasacea 4.0 20, 740 
BEMeG» . .c cicchnbudedcadcndosmepaiante 4.0 20, 740 
186, 660 
= eR a fee 18.0 77, 940 
gg ee G5 | FOES ook ecdescbndaccneenausasnmes 8.0 32, 360 
| EI Oe ee 4.0 
Records analyst... ----- 4.0 
Correspondence analyst 4.0 
i ERE eee aes 4.0 
aerate 4.0 
RONMEIEN Gs scteascstececesan pugighaabaiesigicame ca teuegeadl 11.0 
113, 460 
eer 3,335 | Clork-stenographer...............<c-<«---- 12.0 40, 020 
a Re San en eee 7.0 23, 345 
CE ic hucluswiredtekicindaciuibentede 18.0 60, 030 
123, 305 
ein ccntoneses 3,110 | Clerk-stenographer........................ 16.0 49, 760 
i, See ee ee ae Oe ae EE ES 10.0 31, 100 
ine GN cs s acdndemmumiksemiabannicna 17.0 52, 870 
ee eas 12.0 37, 320 
tL , ee ee ere nee 4.0 12, 440 
183, 490 
UR saci) casaniients Wake deetsindaeusiahes aaueinden cocaine 291.0 1, 566, 705 
Other personal services payments 
Regular pay in excess of 52-week base..............._-.--_---.--- $4, 950 
bcp epenpecatice ected ane, Fe en are ae 1 SACL PEP 52, 345 
OR RIND. a: cin nus cedieaiidiiaingiemcgaae winAaddaiaia 146, 700 
POSE RUG WANGE oes goes eb seenddowiscbeeeeeeudee eee 110, 000 
CORI cscs ascii is x soaten tue wits mer nchonne taialialal als aniatiinatinsd thea nalceamete 5, 900 
Reimbursement to State Department........-----_-.--_-___ ee 117. 100 
Be eS ha ae 1, 703, 700 


Travel, employees 


Other administrative expenses (communications, transportation, con- 


tractual services, rentals, supplies and equipment, and taxes) 


Grand total estimate 


172, 300 


1224, 000 
2, 


000, 000 


' In the event investigative functions are performed by the Department of State or other agencies, reim- 
bursement to those agencies would offset these items. 


PRIORITY AND MANNER OF PAYMENT (SEC. 310) 


Subsection (a) provides (except for awards on lien claims against 
Russian nationals, which will be paid in full) that the principal of 


any award of $1,000 or less will be paid in full while a downpayment 
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of $1,000 will also be paid on each larger award. The balance of the 
awards larger than $1,000 will be paid on a pro rata basis from time 
to time as determined by the Treasury. Final payment cannot be 
made until after all the funds have been covered into the particular 
claims fund and after all claims against that fund have been certified 
by the Commission. 

The purpose of this arrangement is to make possible a payment to 
everyone before all the claims have been determined and a final divi- 
sion of the fund can be made. The small claim holder will be paid 
off in full at once. If all claimants are required to wait for the final 
disposition of the fund, no one will have a very accurate idea of what 
he will actually collect. This would be particularly hard on the holder 
of a small claim. Under the bill as drafted, both the claimant and 
his lawyer know that if a $1,000 claim is allowed he can collect $1,000. 
If, on the other hand, the man with the claim of $1,000 knows that 
he must wait several years and then get perhaps a small fraction of 
his award, it would not be worth the cost of pressing the claim. 

Paragraph (4) provides that interest on awards which bear interest 
will be paid only after the principal of all awards has been paid from 
a fund. On the basis of information currently available this means 
that in many cases no money will be available to pay interest awards. 

Subsection (ce) provides that a holder of several claims against a 
single claims fund can get only one downpayment of $1,000 for all 
his claims, with the balance being paid on a pro rata basis. 

Subsection (d) applies this same principle to the case where a single 
claim has passed to more than one person by inheritance or otherwise. 
Only one payment of $1,000 will be made, but this will be apportioned 
among the several claimants. 


CLAIMS BASED UPON INDIRECT OWNERSHIP INTERESTS (SEC. 811) 


Subsection (a) requires that if a corporation or other legal entity 
has a valid claim for compensation under the bill, it must prosecute 
the claim itself before the Commission. No stockholder can file a 
claim if the corporation is entitled todo so. This provision is designed 
to avoid the duplication of claims which would result if stockholders’ 
claims, based on their interests in the corporation, were entertained 
by the Commission. 

Subsection (b) deals with the reverse of the situation covered by 
subsection (a). That is, it applies where a loss was suffered by a 
corporation or other legal entity which was not a national of the 
United States, but which was owned in part by Americans, at the 
time of the loss. Because it is not a United States national, the 
corporation is not entitled under the bill to an award based on the loss. 
The committee was faced with the question of whether awards should 
be made to the American shareholders in such cases in recognition 
of their indirect interests in the corporation. 

Because the claims funds are limited, the committee concluded that 
unless a substantial portion of the total ownership interest in the 
corporation was American, a person whose claim is based upon such 
an indirect interest could properly be expected to look to his corpora- 
tion, or to the government of which his corporation was a national, 
for his protection. Accordingly, the bill provides that awards based 
on such indirect interests will be made only if, at the time of the loss, 








18 FOREIGN CLAIMS SETTLEMENT COMMISSION 


at least 25 percent of the stock or other beneficial interest in the 
corporation which suffered the loss was owned, directly or indirectly, 
by individual United States nationals. If this test is satisfied, every 
United States interest, no matter how small, would be recognized. 
In determining whether the test is satisfied, indirect interests through 
ownership of shares of one or more intermediate corporations or other 
legal entities will be recognized. 


COLLABORATORS OR DISLOYAL PERSONS (SEC. 812) 


Includes a general prohibition against awards for the benefit of 
persons who, although qualified as claimants by virtue of citizenship, 
collaborated with the enemy during World War II or who at any time 
have been convicted of a crime involving disloyalty to the United 
States. A provision excluding such collaborators is now contained in 
the War Claims Act. 

It is not contemplated that this would require the Commission to 
initiate investigations, in this regard, with respect to all claimants. 
The Commission would undertake to make such inquiries only if per- 
tinent information comes to its attention in the course of processing 
the claim. 


RIGHTS TO UNPAID BALANCE OF CLAIMS (SEC. 313) 


Provides that payment of less than the full amount of the claim 
under this bill does not prevent a claimant or the United States acting 
on his behalf from pressing a claim for the balance against Bulgaria, 
Hungary, Rumania, or Russia, or from seeking restitution of any 
property taken by any of those countries. 

Such a right is not retained in the case of claims against Italy since 
it was the intent of the Lombardo Agreement, under which $5 million 
was paid to the United States, that this amount was to be in full 
settlement of all Italian war claims not otherwise provided for in 
the Italian Peace Treaty. 


COMMISSION DECISIONS FINAL (SEC. 314) 


Provides that the decisions of the Commission ‘shall be final and 
conclusive on all questions of law and fact and not subject to review 
by any other official of the United States or by any court by manda- 
mus or otherwise.” This provision of the act is identical to section 4 
(b) of the International Claims Settlement Act of 1949. The Com- 
mission is also administering claims programs under identical provi- 
sions under section 11 of the War Claims Act of 1948. This provision 
is designed to preclude appeal from Commission decisions which 
could lead to endless litigation, delaying payments to claimants and 
increasing costs of administration. 

An appeal would be possible, however, in the case of gross miscon- 
duct (such as accepting a bribe) on the part of an officer of the Com- 
mission in accordance with the Wunderlich decision (United States v. 
Wunderlich, 342 U.S. 98). 
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CONTINUING AUTHORIZATION OF APPROPRIATION (SEC. 315) 


Grants a continuing authorization for an appropriation to pay the 
expenses of the Commission. This is the same procedure that is fol- 
lowed for the expenses of the executive departments. Annual appro- 
priations are made but authorizations are not required each year. 


TIME LIMIT ON COMPLETION OF ADJUDICATION (SEC. 316) 


Requires the Foreign Claims Settlement Commission to finish its 
work in 4 years except for claims of United States nationals against 
a Russian national upon which liens were obtained prior to Novem- 
ber 16, 1933. Since some of the latter claims have already been the 
subject of court action, they can be handled more expeditiously. 
Hence the bill prov ides for their settlement within 2 years. Four 
years are allowed for other Russian claims, including nationalization 
and other taking. 


LIMITATION ON ATTORNEYS’ FEES (SEC. 317) 


Limits attorneys’ fees in claims cases to a maximum of 10 percent 
of the amount paid against the award and provides a criminal penalty 
for violation. In those cases where an attorney has rendered an 
exceptional amount of service for which he feels the 10-percent fee 
is inadequate compensation, he may petition the Commission to 
authorize a higher fee. The Commission may authorize a higher fee 
upon a finding that unusual and extraordinary legal services have been 
rendered. Such a petition must be initiated within 3 months after all 
awards from a particular fund have been certified. This interval will 
enable the attorney to know what the final proration will be pursuant 
to the award. 

The language of this section is based on section 211 which contains 
a similar limitation in regard to vesting cases. The language differs 
from section 211 in a number of respects for the reasons set forth in 
the analysis of that section. 


ADMINISTRATIVE PROVISIONS OF INTERNATIONAL CLAIMS SETTLEMENT 
ACT MADE APPLICABLE (SEC. 318) 


Provides that certain provisions of title I (the International Claims 
Settlement Act of 1949, as amended) are made applicable to this 
title. Briefly the applicable provisions of title I are as follows: 

Section 4 (b): Directs Commission to give notice of claims filing 
period, requires decisions to be based upon submitted evidence, con- 
tentions, and results of investi gations and for notice to the claimant of 
the reasons for each decision. Such decisions are to be a full and final 
settlement of such claims. 

Section 4 (¢): The Commission may administer oaths, examine and 
subpena witnesses, and contract for reporting of inquiries or hearings. 
Witnesses would be paid the same fees and mileage as paid to witnesses 
in United States courts. 

Section 4 (d): Depositions may be taken either in the United States 
or in foreign countries. Fees shall be the same as paid for like services 
in United States courts. 
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Section 4 (e): Forfeiture of rights under this title is added to estab- 
lished criminal penalties for filing false claims. 

Section 4 (h): Claimants shall be notified of the disposition of their 
claims. They shall be entitled to hearings before the Commission or 
one of its designees in all cases in which the claim is denied in whole 
or in part, after which the Commission may affirm, modify, or revise 
its previous decision. 

Section 4 (j): The provisions of the Administrative Procedure Act 
of 1946 shall apply except as otherwise specifically provided by this 
act. 

Section 7 (c): Provides payment of awards to be made only to per- 
sons to whom awards are made except in cases involving, for example, 
death, legal disability, termination of partnership or corporations, and 
assignments of awards, in which cases payment shall be made to cer- 
tain designated persons, for example, the legal representative of a 
deceased claimant or receiver or trustee of a corporation or other 
entity. 

Section 7 (d): Payment of an award to a person determined by the 
Secretary of the Treasury or the Comptroller General under section 
7 (c) to be entitled to payment shall be an absolute bar to recovery 
with respect to such payment by any other person against the United 
States, its officers, agents, or employees 

Section 7 (e): Persons applying for payment shall be held to have 
consented to all provisions of this act (title). 

Section 7 (f): The United States does not assume liability for the 
payment or satisfaction of any claim in whole or in part on behalf of 
any national of the United States against any foreign government. 


REPEAL OF PUBLIC LAW 36, 76TH CONGRESS 


Section 4 (which is the final section of the bill) repeals Public Reso- 
lution 36 of the 76th Congress. 

This resolution has never been implemented and the functions of 
the Commissioner under this resolution were transferred to the For- 
eign Claims Settlement Commission by Reorganization Plan No. 1 
of 1954. 
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COMPLIANCE WITH RAMSEYER RULE 


CHANGES IN Existina Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


INTERNATIONAL CLAIMS SETTLEMENT ACT OF 1949, AS AMENDED 


(64 Stat. 12; 67 Stat. 506) 


AN ACT To provide for the settlement of certain claims of the Government of the United States on its 
own behalf and on behalf of American nationals against foreign governments 


Be it enacted by the Senate and House of Representatives of the United States of 


America in Congress assembled, That this Act may be cited as the ‘International 
Claims Settlement Act of 1949”. 


TITLEI 


Sec. 2. For the purposes of this [Act] title— 

(a) The term “person” shall include an individual, partnership, corporation, 
or the Government of the United States. 

(b) The term ‘United States’? when used in a geographical sense shall include 
the United States, its Territories and insular possessions, and the Canal Zone. 

(c) The term “nationals of the United States” includes (1) persons who are 
citizens of the United States, and (2) persons who, though not citizens of the 
United States, owe permanent allegiance to the United States. It does not include 
aliens. 

(d) The term “Yugoslav Claims Agreement of 1948” means the agreement 
between the Governments of the United States of America and of the Federal 
People’s Republic of Yugoslavia regarding pecuniary claims of the United States 
and its nationals, signed July 19, 1948. 

Sec. 3.1 (a) There is hereby established in the Department of State a com- 
mission to be known as the International Claims Commission of the United States 
(hereinafter referred to as the “Commission’’) and to be composed of three per- 
sons, to be appointed by the President by and with the advice and consent of the 
Senate. One of such members shall be designated by the President as the Chair- 
man of the Commission ard each shall receive compensation at the rate of $15,000 
per annum. ‘Two members of the Commission shall constitute a quorum for the 
transaction of business. Any vacancy that may occur in the membership of the 
Commission shall be filled in the same manner as in the case of an original appoint- 
ment: Provided, That in the event of the death, resignation, absence, or disability 
of a member, the President may designate an acting member from among persons 
in the judicial or in the executive branch of the Government (including employees 
of the Commission), who possess the qualifications prescribed by this subsection, 
to temporarily perform without additional compensation the duties of the member 
until a successor is appointed or the absence or disability of the member shall 
cease. 

(b) The principal office of the Commission shall be in the District of Columbia. 
The Secretary of State, in accordance with the provisions of the civil-service laws 
and the Classification Act of 1923, as amended, upon the recommendation of the 


1 The International Claims Commission of the United States was abolished, and its functions under this 
act and those of the Secretary of State under subsecs. (a) and (b) of this section were transferred to the For- 


eign Claims Settlement Commission of the United States by Reorganization Plan No. 1 of 1954, which took 
effect July 1, 1954. 21 
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Commission, may appoint and fix the compensation of an executive director, and 
of officers, attorneys, investigators, and other employees. 

(c) The Commission may prescribe such rules and regulations as may be 
necessary to enable it to carry out its functions, and may delegate functions to 
any member, officer, or employee of the Commission. The President may fix a 
termination date for the authority of the Commission, and the terms of office 
of its members under this [Act] title. Any member of the Commission may be 
removed by the Secretary of State, upon notice and hearing, for neglect of duty, 
or malfeasance in office, but for no other cause. Not later than six months after 
its organization, and every six months thereafter, the Commission shall make a 
report, through the Secretary of State, to the Congress concerning its operations 
under this [Act] title. The Commission shall. upon completion of its work, 
certify in duplicate to the Secretary of State and to the Secretary of the Treasury 
the following: (1) A list of all claims disallowed; (2) a list of all claims allowed, 
in whole or in part, together with the amount of each claim and the amount 
awarded thereon; and (3) a copy of the decision rendered in each case. 

No members of such Commission shall be appointed after the effective date of 
this [Act] tle until such Commission is reorganized by further Act of Congress 
but acting members may be designated by the President as provided by this 
section, who shall receive no compensation from the funds appropriated by H. R. 
6200 for defraying the expenses of such Commission. 

Sec. 4. (a) The Commission shall have jurisdiction to receive, examine, adjudi- 
cate, and render final decisions with respect to claims of the Government of the 
United States and of nationals of the United States included within the terms of 
the Yugoslav Claims Agreement of 1948, or included within the terms of any claims 
agreement hereafter concluded between the Government of the United States and 
a foreign government (exclusive of governments against which the United States 
declared the existence of a state of war during World War IT) similarly providing 
for the settlement and discharge of claims of the Government of the United States 
and of nationals of the United States against a foreign government, arising out of 
the nationalization or other taking of property, bv the agreement of the Govern- 
ment of the United States to accept from that government a sum in en bloc settle- 
ment thereof. In the decision of claims under this [Act] (tle, the Commission 
shall apply the following in the following order: (1) The provisions of the appli- 
cable claims agreement as provided in this subsection; and (2) the applicable prin- 
ciples of international law, justice, and equity. 

(b) The Commission shall give public notice of the time when, and the limit of 
time within which, claims may be filed, which notice shall be published in the 
Federal Register. In addition, the Commission is authorized and directed to mail 
a similar notice to the last-known address of each person appearing in the records 
of the Department of State as having indicated an intention of filing a claim with 
respect to a matter concerning which the Commission has jurisdiction under this 
[Act] title. All decisions shall be upon such evidence and written legal con- 
tentions as may be presented within such period as may be prescribed therefor by 
the Commission, and upon the results of any independent investigation of cases 
which the Commission may deem it advisable to make. Each decision by the 
Commission pursuant to this [Act] title shall be by majority vote, and shall state 
the reason for such decision, and shall constitute a full and tinal disposition of the 
case in which the decision is rendered. 

(ec) Any member of the Commission, or any employee of the Commission, 
designated in writing by the Chairman of the Commission, may administer oaths 
and examine witnesses. Any member of the Commission may require by subpena 
the aitendance and testimony of witnesses, and the production of all necessary 
books, papers, documents, records, correspondence, and other evidence, from any 
place in the United States at any designated place of inquiry or of hearing. The 
Commission is authorized to contract for the reporting of inquiries or of hearings. 
Witnesses summoned before the Commission shall be paid the same fees and mile- 
age that are paid witnesses in the courts of the United States. In case of dis- 
obedience to a subpena, the aid of any district court of the United States, as 
constituted by chapter 5 of title 28, United States Code (28 U. 8. C. 81 and the 
following), and the United States court of any Territory or other place subject to 
the jurisdiction of the United States may be invoked in requiring the attendance 
and testimony of witnesses and the production of such books, papers, documents, 
records, correspondence and other evidence. Any such court within the juris- 
diction of which the inquiry or hearing is carried on may, in case of contumacy 
or refusal to obey a subpena issued to any person, issue an order requiring such 
person to appear or to give evidence touching the matter in question; and any 
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failure to obey such order of the court may be punished by such court as a con- 
tempt thereof. 

(d) The Commission may order testimony to be taken by deposition in any 
inquiry or hearing pending before it at any stage of such proceeding or hearing. 
Such depositions may be taken, under such regulations as the Commission may 
prescribe, before any person designated by the Commission and having power to 
administer oaths. Any person may be compelled to appear and despose, and to 
produce books, papers, documents, records, correspondence, and other evidence 
in the same way as witnesses may be compelled to appear and testify and produce 
documentary evidence before the Commission, as hereinabove provided. If a 
witness whose testimony may be desired to be taken by deposition be in a foreign 
country, the deposition may be taken, provided the laws of the foreign country so 
permit, by a consular officer, or by an officer or employee of the Commission, or 
other person commissioned by the Commission, or under letters rogatory issued 
by the Commission. Witnesses whose depositions are taken as authorized in 
this subsection, and the persons taking the same, shall severally be entitled to the 
same fees as are paid for like services in the courts of the United States. 

(e) In addition to the penaities provided in title 18, United States Code, section 
1001, anv person guilty of anv act, as provided therein, with respect to any matter 
under this [Act] title, shall forfeit all rights under this [Act] title, and, if payment 
shall have been made or granted, the Commission shall take such action as may be 
necessary to recover the same. 

(f) In connection with any claim decided by the Commission pursuant to this 

\ct } ttle in which an award is made, the Commission mey, upon the written 
request of the claimant or any attorney heretofore or hereafier employed by such 
claimant, determine and apportion the just and reasonable attorney’s fees for 
services rendered with respect to such claim, but the total amount of the fees so 
determined in any case shall not exceed 10 per centum of the total amount paid 
pursuant to the award. Written evidence that the claimant and any such 
attorney have agreed to the amount of the attorney’s fees shall be conclusive upon 
the Commission: Provided, however, That the total amount of the fees so ayreed 
upon does not exceed 10 per centum of the total amount paid pursuant to the 
award. Any fee so determined shall be entered as a part of such award, and pay- 
ment thereof shail be made by the Secretary of the Treasury by deducting the 
amount thereof from the total amount paid pursuant to the awatd. Any agree- 
ment to the contrary shall be unlawful and void. The Commission is authorized 
and directed to mail to each claimant in proceedings before the Commission notice 
of the provisions of this subsection. Whoever, in the United States er elsewhere, 
pays or offers to pay, or promises to pay, or receives on account of services rendered 
or to be rendered in connection with any such elaim, compensation which, when 
added to anv amount previously paid on account of such services, will exceed the 
amount of fees so determined by the Cemnnission, shall be guilty of a misdemeanor, 
and, upon conviction thereof, shall be fined not more than $5,000 or imprisoned 
not more than twelve months, or both, and if any such payment shall have been 
made or zranted, the Commission shall take such action as may be necessary to 
recover the same, and, in addition thereto, anv such person shall forfeit all rights 
under this [Act] ttle. 

(g) The Attorney General shall assign such officers and employees of the 
Department of Justice as may be necessary to represent the United States as to 
any claims of the Government of the United States with respect to which the 
Commission has jurisdiction under this [Act] title. Any and all payments 
required to be made by the Secretary of the Treasury under this [Act] title 
pursuant to any award made by the Commission to the Government of the United 
States shall be covered into the Treasury to the credit of miscellaneous receipts. 

(h) The Commission shall notify all claimants of the approval or denial of 
their claims, stating the reasons and grounds therefor, and, if approved, shall 
notify such claimants of the amount for which such claims are approved. Any 
claimant whose elaim is denied, or is approved for less than the full amount of 
such claim, shall be entitled, under such regulations as the Commission may 
prescribe, to a hearing before the Commission, or its duly authorized representa- 
tives, with respect to such claim. Upon such hearing, the Commission may 
affirm, modify, or revise its former action wfth respect to such claim, including 
a denial or reduction in the amount theretofore allowed with respect to such 
elaim. The action of the Commission in allowing or denying any claim under 
this [Act] title shall be final and conclusive on all questions of law and fact and 
not subject to review by the Secretary of State or any other official, department, 
agency, or establishment of the United States or by any court by mandamus or 
otherwise. 
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(i) Tae Commission may in its discretion enter an award with respect to one 
or more items deemed to have been clearly established in an individual claim 
while deferring consideration and action on other items of the same claim. 

(j) The Commission shall comply with the provisions of the Administrative 
Procedure Act of 1946 except as otherwise specifically provided by this [Act] title. 

Src. 5. The Commission shall, as soon as possible, and in the order of the 
making of such awards, certify to the Secretary of the Treasury and to the See- 
retary of State copies of the awards made in favor of the Government of the 
United States or of nationals of the United States under this [Act] title. The 
Commission shall certify to the Secretary of State, upon his request, copies of 
the formal submissions of claims filed pursuant to subsection (b) of section 4 
of this [Act] title for transmission to the foreign government concerned. 

Sree. 6. The Commission shall complete its affairs in connection with settle- 
ment of United States-Yugoslav claims arising under the Yugoslav Claims Agree- 
ment of 1948 not later than December 31, 1954: Provided, That nothing in this 
provision shall be construed to limit the life of the Commission, or its authority 
to act on future agreements which may be effected under the provisions of this 
legislation. 

Src. 7. (a) Subject to the limitations hereinafter provided, the Secretary of 
the Treasury is authorized and directed to pay, as prescribed by section 8 of this 
[Act] title, an amount not exceeding the principal of each award, plus accrued 
interest on such awards as bear interest, certified pursuant to section 5 of this 
CAct] title, in accordance with the award. Such payments, and applications 
for such payments, shall be made in accordance with such regulations as the 
Secretary of the Treasury may prescribe. 

(b) There shall be deducted from the amount of each payment made pursuant 
to subsection (c) of section 8, as reimbursement for the expenses incurred by the 
United States, an amount equal to 5 per centum of such payment. All amounts 
so deducted shall be covered into the Treasury to the credit of miscellaneous 
receipts. 

(c) Payments made pursuant to this [Act] title shall be made only to the 
person or persons on behalf of whom the award is made, except that— 

(1) if such person is deceased or is under a legal disability, payment shall 
be made to his legal representative: Provided, That if the total award is not 
over $500 and there is no qualified executor or administrator, payment may 
be made to the person or persons found by the Comptroller General of the 
United States to be entitled thereto, without the necessity of compliance with 
the requirements of law with respect to the administration of estates; 

(2) in the case of a partnership or corporation, the existence of which has 
been terminated and on behalf of which an award 1s made, payment shall be 
made, except as provided in paragraphs (3) and (4), to the person or persons 
found by the Comptroller General of the United States to be entitled thereto; 

(3) if a receiver or trustee for any such partnership or corporation has been 
duly appointed by a court of competent jurisdiction in the United States 
and has not been discharged prior to the date of payment, payment shall be 
made to such receiver or trustee in accordance with the order of the court; 

(4) if a receiver or trustee for any such partnership or corporation, duly 
appointed by a court of competent jurisdiction in the United States, makes an 
assignment of the claim, or any part thereof, with respect to which an award 
is made, or makes an assignment of such award, or any part thereof, payment 
shall be made to the assignee, as his interest may appear; and 

(5) in the case of any assignment of an award, or any part thereof, which is 
made in writing and duly acknowledged and filed, after such award is certified 
to the Secretary of the Treasury, payment may, in the discretion of the 
Secretary of the Treasury, be made to the assignee, as his interest may appear. 

(d) Whenever the Secretary of the Treasury, or the Comptroller General of 
the United States, as the case may be, shall find that any person is entitled to 
any such payment, after such payment shall have been received by such person, 
it shall be an absolute bar to recovery by any other person against the United 
States, its officers, agents, or employees with respect to such payment. 

(e) Any person who makes application for any such payment shall be held to 
have consented to all the provisions of this [Act] title. 

(f) Nothing in this [Act] title shall be construed as the assumption of any 
liability by the United States for the payment or satisfaction, in whole or in part, 


of any claim on behalf of any national of the United States against any foreign’ 


government. 
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Sec. 8. (a) There are hereby created in the Treasury of the United States (1) 
a special fund to be known as the Yugoslav Claims Fund; and (2) such other 
special funds as may, in the discretion of the Secretary of the Treasury, be 
required, each to be a claims fund to be known by the name of the foreign govern- 
ment which has entered into a settlement agreement with the Government of 
the United States as described in subsection (a) of section 4 of this [Act] title. 
There shall be covered into the Treasury to the credit of the proper special fund 
all funds hereinafter specified. All payments authorized under section 7 of this 
[Act] title shall be disbursed from the proper fund, as the case may be, and all 
amounts covered into the Treasury to the credit of the aforesaid funds are hereby 
permanently appropriated for the making of the payments authorized by section 
7 of this [Act] ttle. 

(b) The Secretary of the Treasury is authorized and directed to cover into— 

(1) the Yugoslav Claims Fund the sum of $17,000,000 being the amount 
paid by the Government of the Federal People’s Republic of Yugoslavia pur- 
suant to the Yugoslav Claims Agreement of 1948; 

(2) a special fund created for that purpose pursuant to subsection (a) of 
this section any amounts hereafter paid, in United States dollars, by a for- 
eign government which has entered into a claims settlement agreement with 
the Government of the United States as described in subsection (a) of sec- 
tion 4 of this [Act] title. 

(c) The Secretary of the Treasury is authorized and directed out of the sums 
covered into any of the funds pursuant to subsection (b) of this section, and after 
making the deduction provided for in section 7 (b) of this [Act] t#tle— 

(1) to make payments in full of the principal of awards of $1,000 or less, 
certified pursuant to section 5 of this [Act] ttle; 

(2) to make payments of $1,000 on the principal of each award of more 
than $1,000 in principal amount, certified pursuant to section 5 of this 
[Act] tile; 

(3) to make additional payment of not to exceed 25 per centum of the 
unpaid principal of awards in the principal amount of more than $1,000; 

(4) after completing the payments prescribed by paragraphs (2) and (8) 
of this subsection, to make payments, from time to time in ratable propor- 
tions, on account of the unpaid principal of all awards in the principal amount 
of more than $1,000, according to the proportions which the unpaid principal 
of such awards bear to the total amount in the fund available for distribution 
at the time such payments are made; and 

(5) after payment has been made of the principal amounts of all such 
awards, to make pro rata payments on account of accrued interest on such 
awards as bear interest. 

(ad) The Secretary of the Treasury, upon the concurrence of the Secretary of 
State, is authorized and directed, out of the sum covered into the Yugoslav Claims 
Fund pursuant to subsection (b) of this section, after completing the payments of 
such funds pursuant to subsection (ce) of this section, to make payment of the 
balance of any sum remaining in such fund to the Government of the Federal 
People’s Republic of Yugoslavia to the extent required uncer article 1 (ce) of the 
Yugoslav Claims Agreement of 1948. The Secretary of State? shall certify to 
the Secretary of the Treasury the total cost of adjudication, not borne by the 
claimants, attributable to the Yugoslav Claims Agreement of 1948. Such cer- 
tification shall be final and conclusive and shall not be subject to review by any 
other official, or department, agency, or establishment of the United States. 

Sec. 9. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to 
enable the Commission to carry out its functions under this [Act] title. 


TITLE II 
VESTING AND LIQUIDATION OF BULGARIAN, HUNGARIAN, AND RUMANIAN PROPERTY 


Src. 201. As used in this title the term— 

(1) “Person’’ means a natural person, partnership, association, other unincor- 
porated body, corporation, or body politic. 

(2) “Property”? means any property, right, or interest. 

(3) “Treaty of peace’, with respect to a couniry, means the treaty of peace with 
that country signed at Paris, France, February 10, 1947, which came into force 
between that country and the United States on September 15, 1947. 


1 The functions of the Secretary of State under this sentence were transferred to the Foreign Claims Settle- 
ment Commission of the United States by Reorganization Plan No. 1 of 1954, which took effect July 1, 1954, 
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Sec. 202. (a) In accordance with article 25 of the treaty of peace with Bulgaria, 
article 29 of the treaty of peace with Hungary, and article 27 of the treaty of pecce 
with Rumania, any property which was blocked in accordance with Executive Order 
8389 of April 10, 1940, as amended, and remains blocked on the effective date of this 
title, and which, as of September 15, 1947, was owned directly or indirectly by Bui- 
garia, Hungary, and Rumania or by any national thereof as defined in such Executive 
order, shall vest in such officer or agency as the President may from time to time 
designate and shall vest-when, as, and upon such terms as the President or his desiqnee 
shall direct. Such property shall be sold or otherwise liquidated as exrpedttiously as 
possible after vesting under such rules and regulations as the President or his designee 
may prescribe. The net proceeds remaining upon completion of the admtnistration 
and liquidation thereof, including the adjudication of any suits or claims with respect 
thereto under sections 207 and 208, shall be covered into the Treasury. Notwithstand- 
ing the preceding provisions of this subsection, any such properly determined by the 
President or his designee to be owned directly by a natural person shall not be veste! 
under this subsection but shall remain blocked subject to release when, as, and upon 
such terms as the President or his designee may prescribe. If, at any time within one 
year from the date of the vesting of any property under this subsection, the President 
or his designee shall determine that it was directly owned at the date of vesting by a 
natural person, then the President or his designee shall divest such property and restore 
at to tts blocked status prior to vesting, subject to release when, as, and upon such terms 
as the President or his designee may prescribe, or 1f such property has been liquidated, 
shall divest the net proceeds thereof and carry them in blocked accounts with the Treas- 
ury, bearing no interest, in the name of the owner thereof at the date of vesting, subject 
to release when, as, and upon such terms as the President or his designee moy 
prescribe. 

(b) The net proceeds of any property which was vested in the Alien Proper! 
Custodian or the Attorney General after December 17, 1941, pursuant to the Trading 
With the Enemy Act, as amended, and which at the date of vesting was ‘owned 
directly or indirectly by Bulgaria, Hungary, or Rumania, or any national thereo 
shall after completion of the administration, liquidation, and disposition of s 
property pursuant to such Act, including the adjudication of any suits or claims 2 
respect thereto under such Act, be covered into the Treasury, except that the net p 
ceeds of any such property which the President or his designee shall determine wi 
directly owned by a natural person at the date of vesting shall be divested by the Pri 
dent or such officer or agency as he may designate and carried in blocked accounts 
with the Treas.:ry, bearing no interest, in the name of the owner thereof at the date of 
vesting, subject to release when, as, and upon such terms as the President or his 
designee may prescribe. 

(c) The determination under this section that any vested properiy was not direcily 
owned by a natural person at the date of vesting shall be within the sole discretion of 
the President or his designee and shall not be subject to review by any court. 

(d) The President or his designee may require any person to furnish, in the form 
of reports or otherwise, complete information, including information with regard to 
past transactions, relative to any property blocked under Executive Order 8389 of 
April 10, 1940, as amended, or as may be otherwise necessary to enforce the provisions 
of this section; and the President or his designee may require of any person the pro- 
duction of any books of account, records, contracts, letters, memoranda, or other 
papers relative to such property or as may be otherwise necessary to enforce the provi- 
sions of this section. 

Sec. 203. Whenever shares of stock or other beneficial interest in any corporation, 
association, or company or trust are vested in any officer or agency designated by th- 
President under this title, it shall be the duty of the corporation, association, or come 
pany or trustee or trustees issuing such shares or any certificates or other instruments 
representing the same or any other beneficial interest to cancel such shares of stock or 
other beneficial interest upon its, his, or their books and in lieu thereof to issue cer- 
itficates or other instruments for such shares or other beneficial interest to the designee 
of the President, or otherwise as such designee shall require. 

Sec, 204, Any vesting order, or other order or requirement issued pursuant to this 
title, or a duly certified copy thereof, may be filed, registered, or recorded in any office 
for the filing, registering, or recording of conveyances, transfers, or assignments of 
such property as may be covered by such order or requirement; and 7f so filed, registered, 
or recorded shall impart the same notice and have the same force and effect as a duly 
executed conveyance, transfer, or assignment so filed, registered, or recorded. 

Sec. 205. Any payment, conveyance, transfer, assignment, or delivery of proper! 
made to the President or his designee pursuant to this title, or any rule, regulation, in- 
struction, or direction issued under this title, shall to the extent thereof be a full acquit- 
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tance and discharge for all purposes of the obligation of the person making the same; 
and no person shail be held liable in any court for or in respect of any such payment, 
conveyance, transfer, assignment, or delivery made in good faith in pursuance of and 
in reliance on the provisions of this title, or of any rule, regulation, instruction, or 
direction issued thereunder. 

Sec. 206. The district courts of the United States are given jurisdiction to make 
and enter all such rules as to notice and otherwise, and all such orders and decrees, 
and to issue such process as may be necessary and. proper in the premises to enforce 
the provisions of this title, with a right of appeal from the final order or decree of such 
court as provided in sections 1252, 1254, 1291, and 1292 of title 28, United States 
Code. 

Sec. 207. (a) Any person who has not filed a notice of claim under subsection (b) 
of this section may institute a suit in equity for the return of any property, or the net 
proceeds thereof, vested in a designee of the President pursuant to section 202 (a) and 
held by such designee. Such suit, to which said designee shall be made a party de- 
fendant, shall be instituted in the District Court of the United States for the District 
of Columbia or in the district court of the United States for the district in which the 
claimant resides, or, if a corporation, where it has its principal place of business, 
by the filing of a complaint which alleges— 

(1) that the claimant is a person other than Bulgaria, Hungary, or Rumania, 
or a national thereof as defined in Executive Order 8389 of April 10, 1940, as 
amended; and 

(2) that the claimant was the owner of such property immediately prior to its 
—s or 1s the successor in interest of such owner by inheritance, devise, or 
request. 

If the court finds in favor of the claimant, it shall order the payment, conveyance, 
ransfer, assignment, or delivery to said claimant of such property, or the net proceeds 
thereof, held by said designee or the portion thereof to which the court shall determine 
said claimant is entitled. If suit shall be so instituted, then such property, or, if 
‘quidated, the net proceeds thereof, shall be retained in the custody of said designee 
intil any final judgment or decree which shall be entered in favor of the claimant shail 
he fully satisfied, or until final judgment or decree shall be entered against the claimant 
or sus otherwise terminated. 

(b) Any person who has not instituted a suit under the provisions of subsection (a) 
of this section may file a notice of claim under oath for the return of any property, or 
the net proceeds thereof, vested in a designee of the President pursuant to section 202 
a) and held by such designee. Such notice of claim shall be filed with said designee 
and in such form and containing such particulars as said designee shall require. 
Said designee may return any property so claimed, or the net proceeds thereof, when- 
ever he shall determine— 

(1) that the claimant ts a person other than Bulgaria, Hungary, or Rumania, 
or a national thereof as defined in Executive Order 8389 of April 10, 1940, as 
amended; and 

(2) that the claimant was the owner of such property immediately prior to 
tts vesting, or is the successor in interest of such owner by inheritance, devise, 
or bequest. 

Any person whose claim is finally denied in whole or in part by said designee may 
obtain review of such denial by filing a petition therefor in the United States Court of 
Appeals for the District of Columbia Circuit. Such petition for review must be filed 
within sixty days after the date of mailing of the final order of denial by said designee 
and a copy must be served on the said designee. Within forty-five days after service 
of such petition for review, or within such further time as the court may grant for 
good cause shown, said designee shall file an answer thereto, and shall certify and file 
with the court a transcript of the entire record of the proceedings with respect to such 
claim. The court may enter judgment affirming the order of the designee; or, upon 
finding that such order is not in accordance with law or that any material findings 
upon which such order is based are unsupported by substantial evidence, may enter 
judgment modifying or setting aside the order in whole or in part, and (1) directing 
a return of all or part of the property claimed, or (2) remanding the claim for further 
administrative proceedings thereon. If a notice of claim is filed under this sub- 
section, the property which is the subiect of such claim, or if liquidated, the net pro- 
ceeds thereof, shall be retained in the custody of said designee until any final order 
of said designee or any final judgment or decree which shall be entered in favor of the 
claimant shail be fully satisfied, or until a final order of said designee or a final 
judgment or decree shall be entered against the claimant, or the claim or suit otherwise 
terminated, 
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(c) The sole relief and remedy of any person having any claim to any property 
vested pursuant to section 202 (a) shall be that provided by the terms of subsection (a) 
or (b) of this section, and in the event of the liquidation by sale or otherwise of such 
property, shall be limited to and enforced against the net proceeds received therefrom 
and held by the designee of the President. The claim of any person based on his 
ownership of shares of stock or other proprietary interest in a corporation which was 
the owner of property at the date of vesting thereof under section 202 (a) shall be allow- 
able under subsection (a) or (b) of this section if 25 per centum or more of the out- 
standing capital stock or other proprietary interest in the corporation was owned at 
such date by nationals of countries other than Bulgaria, Hungary, Rumania, Cer- 
many, or Japan. But no such claim of a national of a foreign country shall be 
satisfied except after certification by the Department of State that the country of the 
national accords protection to nationals of the United States in similar types of cases. 

(d) The designee of the President may retain or recover from any property, or the 
net proceeds thereof, returned pursuant to subsection (a) or (b) of this section an 
amount not exceeding that expended or incurred by him for the conservation, preserva- 
tion, or maintenance of such property or proceeds. 

Sec. 208. (a) Any property vested in the designee of the President pursuant to 
section 202 (a), or the net proceeds thereof, shall be equitably applied by such designee 
in accordance with this section to the payment of debts owed by the person who owned 
such property immediately prior to its vesting in such designee. No debt claim shall 
be allowed under this section— 

(1) if it is asserted against Bulgaria, Hungary, or Rumania (including the 
government or any political subdivisions, agencies, or instrumentalitics thereof) ; or 

(2) if it is based upon an obligation expressed or payable in any currency other 
than the currency of the United States; or 

(3) if it was not due and owing— 

(A) on October 9, 1940, in the event the property in respect to which such 
debt claim is filed was owned immediately prior to vesting by a national of 
Rumania; 

(B) on March 4, 1941, in the event the property in respect of which such 
debt claim is filed was owned immediately prior to vesting by a national of 
Bulgaria; or 

(C) on March 18, 1941, in the event that the property in respect of which 
such debt claim is filed was owned immediately prior to vesting by a national 
of Hungary. 

Any defense to the payment of such claim which would have been available to the 
debtor shall be available to the designee, except that the period from and after December 
7, 1941, shall not be included for the purpose of determining the applicability of any 
statute of limitations. Debt claims allowable under this section shall include only 
those of natural persons who were citizens of the United States at the dates their 
debtors became obligated to them; those of other natural persons who are and have been 
continuously since December 7, 1941, residents of the United States; those of corpo- 
rations organized under the laws of the United States or any State, Territory, or 
possesion thereof, or the District of Columbia; and those acquired by the designee of 
the President under this title. Successors in interest by inheritance, devise, bequest, 
or operation of law of debt claimants, other than persons who would themselves be 
disqualified hereunder from allowance of a debt claim, shall be eligible for payment to 
the same extent as their principals or predecessors would have been. 

(b) The designee of the President under this title shall fix a date or dates after 
which the filing of debt claims in respect of any or all debtors shall be barred, and 
may extend the time so fixed, and shall give at least sirty days’ notice thereof by 
publication in the Federal Register. In no event shall the time ertend beyond the 
expiration of one year from the date of the last vesting in the designee of the President 
of any property of a debtor in respect to whose debts the date is fired. No debt shall 
be paid prior to the expiration of one hundred and twenty days after publication of 
the first such notice in respect of the debtor, nor in any event shall any payment of a 
debt claim be made out of any property or proceeds in respect of which a suit or 
proceeding for return pursuant to this title is pending. 

(c) The designee shall examine the claims, and such evidence in respect thereof as 
may be presented to him or as he may introduce into the record, and shall make a 
determination, with respect to each claim, of allowance or disallowance, in whole or 
in part. The determination of the designee that a claim is within either paragraph (1) 
or (2) of subsection (a) of this section shall be final and shall not be subject to judicial 
review, and such claim shall not be considered a debt claim for any purpose under 
this section. 
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(d) Payment of debt claims shall be made only out of such money included in, or 
received as net proceeds from the sale, use, or other disposition of, any property 
owned by the debtor immediately prior to its vesting in the designee of the President, 
as shall remain after deduction of (1) the amount of the expenses of the designee 
(including both expenses in connection with such property or proceeds thereof, and 
such portion as the designee shall fix of his other expenses), and of taxes, as defined 
in section 212, paid by the designee in respect of such property or proceeds; and 
(2) such amount, if any, as the designee may establish as a cash reserve for the future 
payment of such expenses and taxes. If the money available hereunder for the pay- 
ment of debt claims against the debtor is insufficient for the satisfaction of all claims 
allowed by the designee, ratable payments shall be made in accordance with subsection 
(9) of this section to the extent permitted by the money available and additional pay- 
ments shall be made whenever the designee shall determine that substantial further 
money has become available, through liquidation of any such property or otherwise. 
The destgnee shall not be required, through any judgment of any court, levy of execu- 
tion, or otherwise, to sell or liquidate any property vested in him, for the purpose of 
paying or satisfying any debt claim. 

(e) If the aggregate of debt claims filed as prescribed does not exceed the money from 
which, in accordance with subsection (d) of this section, payment may be made, the 
designee shall pay each claim to the extent allowed, and shall serve by registered mail, 
on each claimant whose claim is disallowed in whole or in part, a notice of such dis- 
allowance. Within sixty days after the date of mailing of the designee’s determination, 
any debt claimant whose claim has been disallowed in whole in in part may file in the 
District Court of the United States for the District of Columbia a complaint for review 
of such disallowance naming the designee as defendant. Such complaint shall be 
served on the designee. The designee, within forty-five days after service on him, shall 
certify and file in said court a transcript of the record of proceedings with respect to 
the claim in question. Upon good cause shown such time may be extended by the court. 
Such record shall include the claim as filed, such evidence with respect thereto as may 
have been presented to the designee or introduced into the record by him, and the deter- 
mination of the designee with respect thereto, including any findings made by him. 
The court may, in its discretion, take add*tional evidence, upon a showing that such 
evidence was offered to and excluded by the designee, or could not reasonably have been 
adduced before him or was not available to him. The court shall enter judgment affirm- 
ing, modifying, or reversing the desiqnee’s determination, and directing payment in 
the amount, if any, which it finds due 

(f) If the aggregate of debt claims filed as prescribed exceeds the money from which, 
in accordance with subsection (d) of thts section, payment may be made, the designee 
shall prepare and serve by registered mail on all claimants a schedule of ail debt 
claims allowed and the proposed payment to each claimant. In preparing such 
schedule, the designee shall assign priorities in accordance with subsection (g) of this 
section. Within strty days after the date of marling of such schedule, any claimant 
considering himself aggrieved may file in the District Court of the United States for 
the District of Columbia a complaint for review of such schedule, naming the desiqnee 
as defendant. A copy of such complaint shall be served upon the designee and on 
each claimant named in the schedule. The designee, within forty-five days after 
service on him, shali certify and file in said court a transcript of the record of pro- 
ceedings with respect to such schedule. Upon good cause shown such time may be 
extended by the court. Such record shall include the claims in question as filed, such 
evidence with respect thereto as may have been presented to the designee or introduced 
inte the record by him, any findings or other determinations made by the desiqnee 
with respect thereto, and the schedule prepared hy the designee. The court may, in 
its discretion, take additional evidence, upon a showing that such evidence was offered 
to and excluded by the designee or could not reasonably have been adduced before him 
or was not available io him. Any interested debt claimant who has filed a claim 
with the designee pursuant to this section, upon timely application to the court, shall 
be permitted to intervene in such review proceedings. The court shall enter judg- 
ment affirming or modifying the schedule as prepared by the designee and directing 
payment, if any be found due, pursuant to the schedule as affirmed or modified and 
to the extent of the money from which, in accordance with subsection (d) of this section, 
payment may be made. Pending the decision of the court on such complaint for 
review, and pending final determination of any appeal from such decision, payment 
may be made only to an extent, if any, consistent with the contentions of all claimants 
for review. 

(9) Debt claims shall be paid in the following order of priority: (1) Wage and 
salary claims, not to exceed $600; (2) claims entitled to priority under sections 3466 
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and 8468 of the Revised Statutes (31 U.S. C., secs. 191 and 193), except us provided 
in subsection (h) of this section; (8) all other claims for services rendered; for expenses 
incurred in connection with such services, for rent, for goods and materials delivered 
to the debtor, and for payments made to the debtor for goods or services not recetved 
by the claimant; (4) all other debt claims. No payment shall be made to claimants 
within a subordinate class unless the money from which, in accordance with sub- 
section (d) of this section, payment may be made permits payment in full of all 
allowed claims in every prior class. 

(h) No debt of any kind shall be entitled to priority under any law of the United 
States or any State, Territory, or possession thereof, or the District of Columbia, 
solely by reason of becoming a debt due or owing to the United States as a result of 
its acquisition by the designee of the President under this title. 

(t) The sole relief and remedy available to any person seeking satisfaction of a 
debt claim out of any property vested in the designee under section 202 (a), or the 
proceeds thereof, shall be the relief ana remedy provided in this section, and suits for 
the satisfaction of debt claims shall not be instituted, prosecuted, or further maintained 
except in conformity with this section. No person asserting any interest, right, or 
title in any property or proceeds acquired by the designee shall be barred from pro- 
ceeding pursuant to this title for the return thereof, by reason of any proceeding 
which he may have brought pursuant to this section; nor shall any security interest 
asserted by the creditor in any such property or proceeds be deemed to have been waived 
solely by reason of such proceeding. Nothing contained in this section shall bar any 
person from the prosecution of any suit at law or in equity against the original debtor 
or against any other person who may be liable for the payment of any debt for 
which a claim might have been filed hereunder. No purchaser, lessee, licensee, or other 
transferee of any property from the designee shall, solely by reason of such purchase, 
lease, license, or transfer, become liable for the payment of any debt owed by the per- 
son who owned such property prior to its vesting in the designee. Payment by the des- 
agnee to any debt claimant shall constitute, to the extent of payment, a discharge 
of the indebtedness represented by the claim. 

Sec. 209. The officer or agency designated by the President under this title to 
entertain claims under section 207 (b) and section 208 shall have power to hold such 
hearings as may be deemed necessary; to prescribe rules and regulations governing the 
form and contents of claims, the proof thereof, and all other matters related to proceed- 
ings on such claims; and in connection with such proceedings to issue subpenas, 
administer oaths, and eramine witnesses. Such powers, and any other powers con- 
ferred upon such officer or agency by section 207 (b) and section 208 may be exercised 
through subordinate officers designated by such officer or agency. 

Sec. 210. No suit may be instituted pursuant to section 207 (a) after the expiration 
of one year from the date of vesting of the property in respect of which relief is sought, 
No return may be made pursuant to section 207 (b) unless notice of claim has been 
filed within one year from the date of vesting of the property in respect of which the 
claim is filed. 

Sec. 211. No property or proceeds shall be returned under this title, nor shall any 
payment be made or judgment awarded in respect of any property vested in any officer 
or agency jedan by the President under this title unless satisfactory evidence is 
furnished to said designee, or the court, as the case may be, that the aggregate of the fees 
to be paid to all agents, attorneys at law or in fact, or representatives, for services 
rendered in connection with such return or payment or judgment does not exceed 10 
per centum of the value of such property or proceeds or of such payment. Any agent, 
attorney at law or in fact, or representative, believing that the aggregate of the fees 
should be in excess of such 10 per centum may, in the case of any return of, or the 
making of any payment in respect of, such property or proceeds by the President or 
such officer or agency as he may designate, petition the district court of the United 
States for the district in which he resides for an order authorizing fees in excess of 10 
per centum and shall name such officer or agency as respondent. The court hearing 
such petition or a court awarding any judgment in respect of any such property or 
proceeds, as the case may be, shall approve an aggregate of fees in excess of 10 per 
centum of the value of such property or proceeds only upon a finding that there exist 
special circumstances of unusual hardship which require the payment of such excess. 
Any person accepting any fee in excess of an amount approved under this section or 
retaining for more than thirty days any portion of a fee, accepted prior to such approval, 
in excess of the fee as approved, shall be guilty of a violation of this title. 

Sxc. 212. (a) The vesting in any officer or agency designated by the President 
under this title of any property or the receipt by such designee of any earnings, incre- 
ment, or proceeds thereof shall not render inapplicable any Federal, State, Territorial, 
or local tax for any period before or after such vesting. 
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(b) The officer or agency designated by the President under this title shall, notwith- 
standing the filing of any claim or the institution of any suit under this title, pay any, 
tax incident to any such properiy, or the earnings, increment, or proceeds thereof, at 
the earliest time appearing to him to be not conirary to the interest of the United 
States. The former owner shall not be liable for any such tax accruing while. such 
property, earnings, increment, or proceeds are held by such designee, unless they are 
returned pursuant to this title wilhout payment of such tax by the designee. Every 
such tax shall be paid by the designee to the same exient, as nearly as may be deemed 
practicable, as though the property had not been vested, and shall be paid only out of 
the property, or earnings, increment, or proceeds thereof, to which they are incident 
or out of other property acquired from the same former owner, or earnings, increment, 
or proceeds thereof. No tax liability may be enforced from any property or the earn- 
ings, increment, or proceeds thereof while held by the designee except with his consent. 
Where any property ts transferred, otherwise than pursuant to section 207 (a) or 
207 (b) hereof, the designee may transfer the property free and clear of any tax, except 
to the extent of any lien for a tax existing and perfected at the date of vesting, and the 
proceeds of such transfer shall, for tax purposes, replace the property in the hands of 
the designee. 

(c) Subject to the provisions of subsection (b) of this section, the manner of com- 
puting any Federal taxes, including without limitation by reason of this enumeration, 
the applicability in such computation of credits, deductions, and exemptions to which 
the former owner is or would be entitled, and the time and manner of any payment 
of such taxes and the extent of any compliance by the designee with provisions of 
Federal law and regulations applicable with respect to Federal taxes, shall be in 
accordance with regulations prescribed by the Secretary of the Treasury to effectuate 
this section. Statutes of limitations on assessments, collection, refund, or credit of 
Federal taxes shall be suspended with respect to any vested property or the earnings, 
increment, or proceeds thereof, while vested and for siz months thereafter; but no 
interest shall be paid upon any refund with respect to any period during which the 
statute of limitations is so suspended. 

(d) The word “‘tax’’ as used in this section shall include, without limitation by 
reason of this enumeration, any property, income, excess-profits, war-profits, excise, 
estate, and employment tax, import duty, and special assessment; and also any 
interest, penalty, additional amount, or addition thereto not arising from any act, 
omission, neglect, failure, or delay on the part of the desiqnee. 

Sec. 218. Prior to covering the net proceeds of liquidation of any property into 
the Treasury pursuant to section 202 (a), the designee of the President under this 
title shall determine— 

(1) the amount of his administrative expenses attributable to the performance 
of his functions under this title with respect to such property and the proceeds 
thereof. The amount so determined, together with an amount not exceeding that 
expended or incurred for the conservation, preservation, or maintenance of such 
property and the proceeds thereof, and for taxes in respect of same, shall be 
deducted and retained by the designee from the proceeds otherwise covered into 
the Treasury; and 

(2) that the time for the insiitution of a suit under section 207 (a), for the 
filing of a notice of claim under section 207 (b), and for the filing of debt 
claims under section 208 has elapsed. 

The determinations of the designee under this section shall be final and conclusive. 

Sec. 214. No property conveyed, transferred, assigned, delivered, or paid to the 
designee of the President under this title, or the net proceeds thereof, shall be liable 
to lien, attachment, garnishment, trustee process, or execution, or subject to any order 
or decree of any court, except as provided in this title. 

Sec. 215. Whoever shall willfully violate any provision of this title or any rule or 
regulation issued hereunder, and whoever shall willfully violate, neglect, or refuse to 
comply with any order of the President or of a designee of the President under this 
title, issued in compliance with the provisions of this title shall be fined not more than 
$5,000, or, if a natural person, imprisoned for not more than five years, or both: and 
the officer, director, or agent of any corporation who knowingly participates in such 
violation shall be punished by a like fine, imprisonment, or both. 


TITLE Ill 
CLAIMS AGAINST BULGARIA, HUNGARY, RUMANIA, ITALY, AND THE SOVIET UNION 


Sre. 801. As used in this title the term— 


(1) ‘Person’? means a natural person, partnership, association, other unincorpo- 
rated body, corporation, or body politic. 
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(2) “National of the United States” means (A) a natural person who is a citizen 
of the United States, or who owes permanent allegiance to the United States, and 
(B) a corporation or other legal entity which is organized under the laws of the United 
States, any State or Territory thereof, or the District of Columbia, if natural persons 
who are nationals of the United States own, directly or indirectly, more than 50 
per centum of the outstanding capital stock or other beneficial interest in such legal 
entity. It does not include aliens. 

(8) “Treaty of peace’, with respect to a country, means the treaty of peace with 
that country signed at Paris, France, February 10, 1947, which came into force 
between that country and the United States on September 15, 1947. 

(4) *‘Memorandum of Understanding” means the Memorandum of Understanding 
between the United States and Italy regarding Italian assets in the United States 
and certain claims of nationals of the United States, signed at Washington, District 
of Columbia, August 14, 1947 (61 Stat. 3962). 

(5) “Soviet Government” means the Union of Soviet Socialist Republics, including 
any of its present or former constituent republics, other political subdivisions, and 
any territories thereof, as constituted on or prior to November 16, 1933. 

(6) “Litvinov Assignment’? means (A) the communication dated November 16, 
1938, from Mazim Litvinov to President Franklin D. Roosevelt, wherein the Soviet 
Government assigned to the Government of the United States amounts admitted or 
found to be due tt as the successor of prior governments of Russia, or otherwise, 
preparatory to a final settlement of the claims outstanding between the two Governments 
and the claims of their nationals; (B) the communication dated November 16, 1938, 
from President Franklin D. Roosevelt to Maxim Litvinov, accepting such assignment; 
and (C) the assignments executed by Serge Ughet on August 25, 1933, and November 
15, 1933, assigning certain assets to the Government of the United States. 

(7) “‘Russian national” includes any corporation or business association organized 
under the laws, decrees, ordinances, or acts of the former Empire of Russia or of any 
government successor thereto, and subsequently nationalized or dissolved or whose 
assets were taken over by the Soviet Government or which was merged with any other 
corporation or organization by the Soviet Government. 

(8) ‘“‘Commission”’ means the Foreign Claims Settlement Commission of the United 
States, established pursuant to Reorganization Plan Numbered 1 of 1954 (68 Stat. 
1279). 

(9) “Property” means any property, right, or interest. 

Sec. 302. There are hereby created in the Treasury of the United Stctes five funds to 
be known as the Bu/garian Claims Fund, the Hungarian Claims Fund, the Rumanian 
Claims Fund, the Italian Claims Fund, and the Soviet Caims Fund. The Se-retery 
of the Treasury shall cover into each of the Hungarian, Rumanian, and Bu!garian 
Claims Funds, the funds attributch'e to the respe tive country or its netione's covered 
into the Treasury pursuant to subsections (a) and (b) of section 202 of this Act. The 
Secretary of the Treasury shall cover into the Italian Claims Fund the sum of $5,000,000 
paid to the United States by the Government of Iialy pursuant to artic'e 1I of the 
Memorandum of Understanding. The Secretary shall cover into the Treasury the 
funds co'lected by the United States pursuent to the Litvinov Assignment (including 
postal funds due prior to November 16, 1933, to the Union of Soviet Socialist Republics 
because of money orders certified to that country for payment) and sha!l cover into the 
Soviet C.aims Fund the funds so covered into the Treasury. The Secretary shall 
deduct from each claims fund 5 per centum thereof as reimbursement to the Government 
of the United States for the expenses incurred by the Commission and by the Treasury 
Department in the administration of this title. Such deduction shall be made before 
any payment is made out of such fund under section 310. <A!l amounts so deducted 
shall be covered into the Treasury to the credit of miscellaneous receipts. 

Sec. 303. The Commission shall receive and determine in accordance with applt- 
cable substantive law, including international law, the validity and amounts of claims 
of nationals of the United States against the Governments of Bulgaria, Hungary, and 
Rumania, or any of them, arising out of the failure to— 

(1) restore or pay compensation for property of nationals of the United States 
as required by article 23 of the treaty of peace with Bulgaria, articles 26 and 27 
of the treaty of peace with Hungary, and articles 24 and 25 of the treaty of peace 
uith Rumania. Awards under this paragraph shall be in amounts not to ex- 
ceed two-thirds of the loss or damage actually sustained. No claim under this 
paragraph shall be denied on the sole ground that the natural person who origi- 
nally suffered the loss was not a national of the United States if on the date of 
the armistice with the country with respect to which his claim is asserted and 
continuously thereafter until September 15, 1947, such person was a permanent 
resident of the United States, and if he had at any time prior to the date of such 
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armistice formally declared his intention of becoming a citizen of the United 
Staies and had become a citizen of the United Stales by September 15, 1947; 

(2) pay effective compensation for the nationalization, compulsory liquida~ 
tion, or other taking, prior to September 15, 1947, of property of nationals of the 
United States in Bulgaria, Hungary, and Rumania; and 

(3) meet obligations arising out of contracts which existed on, or out of other 
rights which were acquired by nationals of the United States prior lo April 24, 
1941, in the case of Bulgaria, and on or prior to September 1, 1989, in the case 
of Hungary and Rumania, and which became payable prior to September 15, 
1947. 

Sec. 804. The Commission shall receive and determine, in accordance with the 
Memorandum of Understanding and applicable substantire law, including interna- 
tional law, the validity and amount of claims of nationals of the United Slales againss 
the government of Italy arising out of the war in which Italy was engaged from June 
10, 1940, to September 15, 1947, and with respect to which provision was not made in 
the treaty of peace with Italy. 

Sec. 305. (a) The Commission shall receive and determine in accordance with 
applicable substantive law, including international law, the validity and amounts of — 

(1) claims of nationals of the United States against a Russian national 
originally accruing in favor of a national of the United States with respect to 
which a judgment was entered in, or a warrant of atlachment issued from, any 
court of the Unite d States or of a State of the United States in favor of a national 
of the Uniled States, with which judgment or warrant of attachment a lien was 
obtained by a national of the United States, prior to November 16, 1938, upon 
any properly in the United Stites which has been taken, collected, recovered, or 
liquidated by the Government of the United States pursuant to the Litvinov 
Assignment. Awards under this parugraph shall not exceed the proceeds of such 
property as may have been subject to the lien of the yudqment or attachment; nor, 
in the event that such proceeds ure less than the aggregate amount of all valid claims 
so related to the same property, exceed an amount equal lo the proportion which 
each such claim bears to the total amount of such proceeds; and 

(2) claims, arising prior to November 16, 1933, of nationals of the United 
States against the Soviet Government. 

(b) Any judgment entered in any court of the United States or of a State of the 
United States shall be binding upon the Commission in its determination, under 
paragraph (1) of subsection (a) of this section, of any issue which was determined 
by the court in which the gudgment was entered. 

(c) The Commission shall give preference to the disposition of the claims referred 
to in paragraph (1) of subsection (a) of this section, over all other claims presented 
to it under this title. 

Sec. 306. Within sixty days after the date of enactment of this title. or within sixty 
days after the date of enactment of legislation making appropriations to the Com- 
mission for payment of administrative expenses incurred in carrying out its functions 
under this title, whichever date 1s later, the Commission shall publish in the Federal 
Register the time when and the limit ef time within which claims may be filed under 
this title, which limit shall not be more than one year efter such publication, except 
that with respect to claims under section 805 this limit shall not exceed six months. 

Sec. 807. The amount of any award made pursuant to this title based on a claim 
of a national of the United States other than the netional of the United States 
to whom the claim originally accrued shall not exceed the amount of the actual con- 
sideration last paid therefor prior to January 1, 1958. 

Sec. 308. The Commission shall as soon as possible, and in the order of the 
making of such awards, certify to the Secrelary of the Treasury, in terms of United 
States currency, each award made pursuant to this title. 

Sec. 309, All payments authorized under this title shall be disbursed exclusively 
from the claims fund attributable to the country with respect to which the claims 
are allowed pursuant to this tiile. All amounts covered into the Treasury to the 
credit of the claims funds created by section 802 are hereby permanently appropriated 
for the making of the payments authorized under this title. 

Sec. 310. (a) The Secretary of the Treasury shall make payments on account 
of awards certified by the Commission pursuant to this title as follows: 

(1) Payment in full of the principal amount of each award made pursuant to 
= 305 (a) (1) and each award of $1,000 or less made pursuant to section 3038 
or 304; 


(2) Payment in full of the principal amount of each award of $1,000 ov less 
made pursuant to section 30d (a) (2); 
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(8) Payment in the amount of $1,000 on account of the principal of each award 
of more than $1,000 in amount made pursuant to section 803, 804, or 805 (a) (2); 

(4) After completing the payments under the preceding paragraphs of this subsection 
from any one fund, payments from time to time, in ratable proportions, on account 
of the then unpaid principal of all awards in the principal amount of more than $1,000, 
according to the proportions which the unpaid principal of such awards bear to the 
total amount in the fund available for distribution on account of such awards at the 
time such payments are made; 

(5) After payment has been made in full of the principal amounts of all awards 
from any one fund, pro rata payments from the remainder of such fund then available 
for disiribution on account of accrued interest on such awards as bear interest. 

(b) Such payments, and applications for such payments, shall be made in accord- 
ance with such regulations as the Secretary of the Treasury shall prescribe. 

(c) For the purposes of making any such payments, an “‘award’”’ shall be deemed 
to mean the aggregate of all awards certified in favor of the same claimant and payable 
from the same fund. 

(d) With respect to any claim which, at the time of the award, ts vested in persons 
other than the person to whom the claim originally accrued, the Commission may 
zssue a consolidated award in favor of all claimants then entitled thereto, which award 
shall indicate the respective interests of such claimants therein; and all such claimants 
shall participate, in proportion to their indicated interests, in the payments provided 
by this section in all respects as tf the award had been in favor of a single person. 

Sec. 311. (a) If a corporation or other legal entity has a claim on which an 
award may be made under thts title, no award may be made to any other person under 
this title with respect to such claim. 

(b) A claim based upon an interest. direct or indirect, in a corporation or other 
legal entity which directly suffered the loss with respect to which the claim ts asserted, 
but which was not a national of the United States at the time of the loss. shall be 
acted upon without regard to the nationality of such legal entity if at the time of the 
loss at least 25 per centum of the outstanding capital stock or other bencficial interest 
tn such entily was owned, directly or indirectly, by natural persons who were nationals 
of the United States. 

Sec. 312. No award shall be made under this title to or for the benefit of any person 
who voluntarily, knowingly, and without duress, gave aid to or collaborated with or 
in any manner served any government hostile to the United States during World 
War II, or who has been convicted of a violation of any provision of chapter 115, of 
title 18, of the United States Code, or of any other crime involving disloyalty to the 
United States. 

Sec. 313. Payment of any award made pursuant to section 303 or 305 shall not, 
unless such payment is for the full amount of the claim, as determined by the Com- 
mission to be va'id, with respect to which the award is made, extinguish such claim, or 
be construed to have divested any claimant, or the United States on his behalf, of any 
rights against the appropriate foreign government or national for the unpaid balance 
of his claim or for restitution of his property. All awards or payments made pur- 
suant to this title shall be without prejudice to the claims of the United States against 
any foreign government. 

Sec. 314. The action of the Commission in allowing or denying any claim under 
this title shall be final and conclusive on all questions of law and fact and not subject to 
review by any other official of the United States or by any court by mandamus or other- 
wise, and the Comptroller General shall allow credit in the accounts of any certifying or 
disbursing officer for payments in accordance with such action. 

Sec. 315. There are hereby authorized to be appropriated such sums as may be 
necessary to enable the Commission and the Treasury Depariment to pay their admin- 
istrative expenses incurred in carrying out thetr functions under this litle. 

Sec. 314. The Commission shall complete its affairs in connection with the settle- 
ment of claims pursuant to section 305 (a) (1) not later than two years, and al! other 
claims pursuant to this title not later than four years, following the date of enactment 
of this title, or following the date of enactment of legislation making appropriations 
to the Commission for the payment of administrative expenses incurred in carrying 
out its functions under this title, whichever date is later. 

Sec. 317. (a) The total remuneration paid to all agents, attorneys-at-law or in 
fact, or representatives, for services rendered on behalf of any claimant in connection 
with any claim filed with the Commission shall not exceed 10 per centum of the total 
amount paid under this title on account of such claim, or such greater amount as 
may be determined pursuant to subsection (b) of this section. Any agreement to 
the contrary shall be unlawful and void. Whoever, in the United States or elsewhere, 
demands or receives, on account of services so rendered, any remuneration which, 
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together with all remuneration paid to other persons on account of such services and 
of which he has notice, is in excess of the maximum permitted by this section, shall 
be fined not more than $5,000 or tmprisoned not more than twelve months, or both, 

b) Not later than three months afl er the Commission has compliled tls efferrs in 
connection with the settlement of aii clainis pai sii from the fund from which an 
award is payable, any agent, attorney-at-law or in fact, or represextaiive who believes 
that the total remuneration for services rendered in connection with the claim upon 
which such award is made should exceed the maximum otherwise permitted by this 
section may, pursuant to such procedure as the Commission shall prescribe by regula- 
tion, petition the Commission for an order authorizing the payment of remuneration 
in excess of such marimum. The Commission shall issue such an orcer only upon a 
finding that there exist special cxrcumstances of unusual hardship which require the 
payment of such excess; and such order shall state the amount of the excess which mau 
so be paid. The determination of the Commission in ruling upon such petition shall 
be within the sole discretion of the Commission and shail noi be subject to review by 
any court. 

Sec. 818. The following provisions of litle I shail be applicable to this title: Sub- 
sections (b), (c), (d), (e), (h), and (j) of section 4; and subsections (c), (d), (e), and 
(f) of section 7. 


PUBLIC RESOLUTION NUMBERED 36, 76TH CONGRESS 
(53 Stat. 1199) 


(JOINT RESOLUTION 5 To provide for the adjudication by a Cornmissioner of claims of American 
nationals againsi the Government of the Union of Soviet Socialist Republics 


[Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the President be, and he is hereby, authorized 
to appoint a Commissioner learned in the law to determine the validity and 
amounts of the claims of American nationals against the Government of the 
Union of Soviet Socialist Republics and to fill any vacancy in the same manner 
that the orivinai appointment was made. 

[Sxc. 2. The salary of the Commissioner shall be at the rate of $9,000 a year. 
He shall have a secretary and such additional legal, clerical, and other assistants 
as may be approved and appointed by the Secretary of State, and at such rates 
of compensation as may be fixed by him within the limits of appropr ated funds. 
Such persons may be appointed without reference to civil-service laws and rules 
or the Classification Act of 1923. as amended. 

Esxc. 3. The Commissioner shall be allowed the necessary actual expenses of 
office rent, furniture, stationery, books, printing, travel expenses when on ofticial 
business outside the city of Washington, and other incidental expenses which he 


may certify as necessary and which shall f ye approved by the Secretary of State. 

sre. 4. Before entering upon his duties the Commissioner shall take a solemn 
oath faithfully and impartisily to examine the claims and to give his decisions 
in accordance with his best ju lgment and such - in wage of Iaw as may be 
applicable. The decisions of the Commissioner shall be in writing, and shall be 
final and conclusive as to the merits of all eases decided. No claim within the 
Commissioner's jurisdiction which shall nek have been presented to him within 
twelve months from the date he enters upon the duties of his oifice shall be 
considered by him. 

[serc. 5. (a) The Commissioner shall perform his duties in the city of Wash- 
ington beginning within a pe riod of filtee a days trom the date of his appointment. 
He shall as soon as practicable make all necessary rules and regulations not ineon- 
sistent with this cl ab or the laws of the . nited States, governing the method 
of procedure before him in carrving into effect the pro isions of this resolution. 

[ib) For the purpose of anv investigation whieh, in the opinion of the Coimmis- 
sioner, is nee ‘ssarv for carrving out tie provisions of this Act, he is empowered to 
administer oaths and affirmations, subpena witnésses, take evidence, and require 
the production of books, paners, or other documents which he considers relevant 
to anv case within his jurisdiction. Any person knowingly and willfully swearing 
or aflirming falsely in any such proceedings shall be deemed guilty veriury and 
shall, upon conviction, suffer the punishment provided by the laws of the United 
States for that offense when commi(ted in its courts of justice. 

[ic) “he attendance of witnesses and the production of documentary evid lence 
may be required from any place in the United States at any designated place of 


3 The functions of the Commissioner under this act were transferred to the Fore Claims Settlement 


Commission of the United States by Reorganization Plan No. 1 of 14 #54, which took effect Jul ly 1, 1954. 
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hearing. Any failure to attend as a witness or to testify as a witness or to produce 
documentary evidence in an appropriate case may be regarded as a contempt of 
the authority of the Commissioner and shall be punishable in any court of the 
United States in the same manner as is provided by the laws of the United States 
for that offense when committed in its courts of justice. 

{[Src. 6. The work of the Commissioner shall be completed within two years 
from the date on which he undertakes the performance of his duties, at which time 
the authority vested in him by this resolution shall terminate. 

E[Sec. 7. The Commissioner shall upon the completion of his work submit a 
written report to the Secretary of State. This report shall include a statement of 
the expenses of the Commissioner, a list of all claims presented to him, and his 
decision in each case. 

[Sec. 8. When the work of the Commissioner is terminated, the records, books, 
documents, and all property of the United States, in the possession of the Commis- 
sioner or his staff, shall be turned over to the Secretary of State. 

fSec. 9. Appropriations are hereby authorized for the purpose of carrying into 
effect the provisions of this resolution, not exceeding $25,000 in any vear. 

[Sec. 10. Any and all expenditures made in carrying out this resolution shall 
be a first charge on any moneys which have been received, or may hereafter be re 
ceived, in settlement of the claims described in section 1. 

(Approved, August 4, 1939.] 
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1st Session 








EXTENSION OF MEXICAN LABOR ACT 





May 24, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooxry, from the Committee on Agriculture, submitted the 
following 


REPORT 
To accompany H. R. 3822] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 3822) to amend title V of the Agricultural Act of 1949, as 
amended, by striking out the termination date, having considered 
the same, report favorably thereon with an amendment and recom- 
mend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause, and insert: 


That section 509 of the Agricultural Act of 1949, as amended, is amended by 
striking out ‘December 31, 1955” and inserting “June 30, 1959”’. 

Src. 2. Subsection 3 of section 502 of such Act, as amended, is amended by 
changing the period at the end thereof to a coion and adding the following: 
“Providing, however, That if the employer can establish to the satisfaction of the 
Secretary of Labor that the employer has provided or paid to the worker the cost 
of return transportation and subsistence from the place of employment to the 
appropriate reception center, the Secretary under such regulations as he may 
prescribe may relieve the employer of his obligation to the United States under 
this subsection.” 

Src. 3. Section 503 of such Act, as amended, is amended by adding at the end 
thereof the following: 

“In carrying out the provisions of (1) and (2) of this section, provision shall be 
made for consultation with agricultural employers and workers for the purpose of 
obtaining facts relevant to the supply of domestic farm workers and the wages 
paid such workers engaged in similar employment. Information with respect to 
certifications under (1) and (2) shall be posted in the appropriate local public 
employment offices and such other public places as the Secretary may require.”’ 


Amend the title to read: 
A bill to amend title V of the Agricultural Act of 1949, as amended. 


STATEMENT 


The Mexican farm-labor program as it is operated today is based on 
legislation which became law on July 12, 1951, and was made title V 
55006 
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of the Agricultural Act of 1949. The essential purpose of the act is to 
authorize the making of an agreement with the Government of Mexico 
for the use of Mexican nationals for temporary agricultural employ- 
ment in the United States and the making of certain commitments by 
the Government of the United States with respect to the employment 
of those nationals and the protection of domestic labor. The termina- 
tion date of the act was December 31, 1953. On August 8, 1953, the 
act was extended without change until December 31, 1955. 

Probably no act with which this committee has been concerned in 
recent years has been so generally misunderstood as this piece of legis- 
lation. It is referred to repeatedly as the wetback bill although, 
rather than affording assistance in any way to the wetback Mexican 
nationals who cross the RiofGrande illegally to seek employment in 
the United States, or in any way encouraging the practice of employ- 
ing such Mexicans, this act provides the only effective means of 
eliminating this practice. With the act in effect, it is to the advantage 
both of the Mexicans and the employers to utilize the legally controlled 
procedures of the labor program rather than the illegal practices asso- 
ciated with wetbacks. 

This act is frequently associated with reports of substandard living 
conditions of migrant laborers and their families. Whatever the facts 
of such reports may be, they can have no possible connection with the 
program made possible by the act because only male workers may be 
brought in from Mexico under this program and the bringing of wives 
and families is absolutely prohibited. 

It is frequently assumed that it is this act which makes possible the 
entry of Mexicans into the United States for temporary employment 
and that without this act Mexican labor would not be used in the 
United States. This is not true. Aside from the flood of wetbacks 
which would roll into southern areas of the United States in the ab- 
sence of the legal procedures provided by this act, the immigration 
laws themselves authorize the legal entry into the United States of 
Mexicans and other aliens for temporary employment. For years, 
thousands of Mexicans annually come into the United States for farm 
employment under the ‘‘white card” system authorized by the immi- 
gration laws. ‘This system has been replaced by the much more 
satisfactory procedures of this act but the provisions of the immigra- 
tion laws authorizing such entry are still in effect. 

Under existing economic conditions and immigration laws, Mexicans 
are going to come into the United States for temporary agricultural 
employment. The purpose of this act is to permit the Government 
of the United States to assume more responsibility for Mexicans who 
come in under the work program and for the performance of individual 
contracts under that program than would be possible in the absence 
of such legislation, and to protect United States workers against any 
possible adverse effects from the influx of Mexican workers. Under 
the authority of the act, the details of the program can be worked out 
and embodied in a formal agreement with the Government of Mexico. 

At the extensive hearings on the bill, even those who in the past 
have been critical of the Mexican labor program admitted that it is 
working with increasing effectiveness in bringing about an orderly and 
fair handling of this difficult situation. With a legal and supervised 
work contract and program available, the influx of illegal wetbacks 
has been substantially reduced. 
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In commenting on this aspect of the program, the Assistant Secre- 
r e bed . 
tarv of Labor, who appeared before the committee in support of the 
bill, said: 

In accordance with the mandate in the law, the Department of Labor makes 
everv effort possible to fill our farm labor needs from all available domestic sources. 
During 1954, placements of farmworkers bv local offices of the State employment 
services fell slightly below 9 million but they were still substantially above the 
5-vear average. During the past vear the annual worker plan, under which mi- 
grant workers are prescheduled for the season, was introduced on a national scale. 
The day-haul program under which workers in cities and towns are taken daily 
; 


» farms contributed approximately 250.000 additional seasonal workers to the 


rk foree. Reeruitment of Indian workers from reservations rose substantially 

vear, placements increasing from about 32,000 to 42,000 during 1954. While 
e number of Puerto Ricans coming in under contract iast year dropped from the 
revious vear, the total number employed in agriculture was not reduced. <A large 

mber of Puerto Kicans are now resident migrant workers on the east coast, and 
inv others come here seasonally from Puerto Rico by making their own ar- 
cements with individual employers. 

Despite these and other efforis to secure domestie workers, the largest number 
of Mexiean workers ever contracted were brought into this country last year. 
During 1953, we imported 201,380 workers, and during the fast calendar year 
$09,033. This inerease of over 33 pereent was due not only to the continued 
femand for supplementary farmworkers but also to the replacement of illegal 
workers by contract workers. 


With respect to the need for continuation of the program, the 
Assistant Secretary said: 


We favor the further extension of the program. As President Eisenhower pointed 
out in his budget message, the conditions which gave rise to the enactment of Publie 
Law 78 and its extension are to a large extent still with us. During calendar year 
1954, the demand for agriculiural labor remained strong even in the face of cur- 
tailed acreage of some crops which are heavy users of labor. Improved cultivating 
methods, liberal use of fertilizers, insecticides, and improved seed raised the per 
acre production with proportionate demands for harvest labor. 

There is no indication that our agriculture will be able for quite some time to 
accomplish the vital task of harvesting its large seasonal crops by relying solely 
on domestie farm labor. The overall size of that labor force has been steadily 
diminishing over a number of vears, and there is no indication that this trend will 
be reversed in the near future 


PERIOD OF EXTENSION 


As introduced, the bill provided for indefinite extension of the act. 
At the hearings the Assistant Secretary of Labor suggested an exten- 
sion of 44% vears. Labor spokesmen generally proposed a 1-year 
extension. The committee amendment will extend the act for 3% 
vears—to June 30, 1959. The termination date has been made 
lune 30, instead of December 31, at the request of the Department of 

in order to conform to fiscal-vear operations. 


} 


AMENDMENT TO SECTION 502 


The amendment to section 502 was proposed by the Department of 
abor and supported by representatives of farm organizations. Its 
purpose is to relieve employers of double liability for the cost of return- 
ing a worker to Mexico where the employer bas paid once for such 
movement but the Mexican does not return and is later apprehended. 


T 
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AMENDMENT TO SECTION 503 


Section 503 provides that before workers are brought into the 
United States, the Secretary of Labor must determine and certify 
that (1) sufficient domestic workers who are able, willing, and qualified 
are not available at the time and place needed to perform the work for 
which such workers are to be employed, (2) the employment of such 
workers will not adversely affect the wages and working conditions of 
domestic agricultural workers similarly employed, and (3) reasonable 
efforts have been made to attract domestic workers for such employ- 
ment at wages and standard hours of work comparable to those offered 
to foreign workers. 

It has been represented to the committee that in some instances 
the determination of the Secretary is made after only superficial 
inquiry regarding the availability of domestic workers and the wage 
rates being paid domestic workers. ‘The committee is of course con- 
cerned about such reports indicating that the provisions of the act 
safeguarding domestic workers may not have been properly used in 
all instances. 

To assure that such conditions do not prevail, the committee has 
included an amendment to section 503. The amendment specifies 
that the Secretary is to obtain information on the availability of 
domestic workers and the wage rates paid to them from agricultural 
employers and farmworkers employed in the area where a shortage 
of domestic workers is reported to exist. It is not intended that 
every employer or farmworker in the area shall be interviewed, but 
only such number as may be necessary to inform the Secretary as to 
the facts with respect to the availability of farmworkers and the 
wages paid such workers. It is also understood that the employment 
service will obtain such information promptly so as not to cause any 
delay in the process of certification. 

After the Secretary has made his determination pursuant to section 
503, he shall cause to be posted in appropriate public places the 
number of workers to be imported, and such other relevant informa- 
tion respecting his certifications as he deems necessary. 

It is believed that this amendment specifying the information to 
be obtained and the persons from whom it is to be obtained will 
clarify procedures presently used and improve operations under the 
act. 


DEPARTMENTAL VIEWS 

Tn view of the fact that representatives of the Department of Labor, 
the Department of Agriculture, and the Immigration and Naturaliza- 
tion Service of the Department of Justice testified at the hearing, no 
formal reports from these Departments were required. All three of 
the Departments mentioned recommended extension of the act. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets, new matter is printed in italics, and existing law in which 
no change is proposed is shown in roman): 
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AGRICULTURAL AcT oF 1949 


* al * * * 


TITLE V—AGRICULTURAL WORKERS 


Sec. 501. For the purpose of assisting in such production of agricultural com- 
modities and products as the Secretary of Agriculture deems necessary, by supply- 
ing agricultural workers from the Republic of Mexico (pursuant to arrangements 
between the United States and the Republic of Mexico or after every practicable 
effort has been made by the United States to negotiate and reach agreement on 
such arrangements), the Secretary of Labor is authorized— 

(1) to recruit such workers (including any such workers who have resided 
in the United States for the preceding five years, or who are temporarily in 
the United States under legal entry) ; 

(2) to establish and operate reception centers at or near the places of 
actual entry of such workers into the continental United States for the pur- 
pose of receiving and housing such workers while arrangements are being 
made for their employment in, or departure from, the continental United 
States; 

(3) to provide transportation for such workers from recruitment centers 
outside the continental United States to such reception centers and trans- 
portation from such reception centers to such recruitment centers after 
termination of employment; 

(4) to provide such workers with such subsistence, emergency medical 
care, and burial expenses (not exceeding $150 burial expenses in any one case) 
as may be or become necessary during transportation authorized by para- 
graph (3) and while such workers are at reception centers; 

(5) to assist such workers and emplovers in negotiating contracts for agri- 
cultural employment (such workers being free to accept or decline agricul- 
tural enployment with any eligible employer and to choose the type of 
agricultural enployment they desire, and eligible emplovers being free to offer 
agricultural employment to any workers of their choice not under contract to 
other emplovers) ; 

(6) to guarantee the performance by emplovers of provisions of such con- 
tracts relating to the payment of wages or the furnishing of transportation. 

Sec, 502. No workers shall be made available under this title to any employer 
unless such employer enters into an agreement with the United States— 

(1) to indemnify the United States against loss by reason of its guaranty 
of such emplover’s contracts; 

(2) to reimburse the United States for essential expenses, not including 
salaries or expenses of regular department or agency personnel, incurred by 
it for the transportation and subsistence of workers under this title in amounts 
not to exceed $15 per worker; and 

(3) to pay to the United States, in any case in which a worker is not 
returned to the reception center in accordance with the contract entered into 
under section 501 (5), an amount determined by the Secretary of Labor to 
be equivalent to the normal cost to the employer of returning other workers 
from the place of employment to such reception center, less any portion there- 
of required to be paid by other employers: Provided, however, That if the 
employer can establish to the satisfaction of the Secretary of Labor that the 
employer has provided or paid to the worker the cost of return transportation and 
subsistence from the place of employment to the appropriate reception center, 
the Secretary under such regulations as he may prescribe may relieve the employer 
of his obligation to the United States under this subsection. 

Sec. 503. No workers recruited under this title shall be available for employs 
ment in any area unless the Secretary of Labor has determined and certified that 
(1) sufficient domestie workers who are able, willing, and quatified are not available 
at the time and place needed to perform the work for which such workers are to 
be employed, (2) the employment of such workers will not adversely affect the 
wages and working conditions of domestic agricultural workers similarly employed, 
and (3) reasonable efforts have been made to attract domestic workers for such 
employment at wages and standard hours of work comparable to those offered 
to foreign workers. Jn carrying out the provisions of (1) and (2) of this section, 
provision shall be made for consultation with agricultural employers and workers for 
the purpose of obtaining facts relevant to the supply of domestic farmworkers and the 
wages paid such workers engaged in similar employment. Information with respect 
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to certifications under (1) and (2) shall be posted in the appropriate local public em- 
ployment ofiices and such other public places as the Secretary may requtre. 

Sec. 504. Workers recruited under this title who are not citizens of the United 
States shall be admitted to the United States subject to the immigration laws 
(or if already in, for not less than the preceding five years or by virtue of legal 
entry, and otherwise eligible for admission to, the United States may, pursuant 
to arrangements between the United States and the Republie of Mexico, be 
permitted to remain therein) for such time and under such conditions as may 
ve specitied by the Attorney General but, notwithstanding any other provision 
of law or regulation, no penalty bond shall be required which imposes liability 
upon any person for the failure of any such worker to depart from the United 
States upon termination of employment: Provided, That no workers shall be 
made available under this title to, nor shall any workers made available under 
this title be permitted to remain in the employ of, any employer who has in his 
employ anv Mexican alien when such emplover knows or has reasonable grounds 
to believe or suspect or by reasonable inquiry could have ascertained that such 
Mexican alien is not lawfully within the United States. 

Sec. 505. (a) Section 210 (a) (1) of the Social Security Act, as amended, is 
amended by adding at the end thereof a new subparagraph as follows: 

“(C) Service performed by foreign agricultural workers under contracts 
entered into in accordance with title V of the Agricultural Act of 1949, as 
amended.” 

(b) Section 1426 (b) (1) of the Internal Revenue Code, as amended, is amended 
by adding at the end thereof a new subparagraph as follows: 

“(C) Service performed by foreign agricultural workers under contracts 
entered into in accordance with title V of the Agricultural Act of 1949, as 
amended.” 

(c) Workers recruited under the provisions of this title shail not be subject 
to the head tax levied under section 2 of the Immigration Act of 1917 (8 U. 8. C., 
sec. 152). 

Sec. 506. For the purposes of this title, the Secretary of Labor is authorized— 

(1) to enter into agreements with Federal and State agencies; to utilize 
(pursuant to such agreements) the facilities and services of such agencies; 
and to allocate or transfer funds or otherwise to pay or reimburse such 
agencies for expenses in connection therewith; 

(2) to accept and utilize voluntary and uncompensated services; and 

(3) when necessary to supplement the domestic agricultural labor force, 
to cooperate with the Secretary of State in negotiating and carrying out 
azreements or arrangements relating to the employment in the United 
States, subject to the immigration laws, of agricultural workers from the 
Republic of Mexico. 

Src. 507. For the purposes of this title— 

(1) The term “agricultural employment” includes services or activities in- 
cluded within the provisions of section 3 (f) of the Fair Labor Standards Act 
of 1938, as amended, or section 1426 (h) of the Internal Revenue Code, as 
amended, horticultural employment, cotton ginning, compressing and storing, 
crushing of oil seeds, and the packing, canning, freezing, drying, or other 
processing of perishable or seasonable agricultural products. 

(2) The term “emplover’” shall include an association, or other group, of 
employers, but oniv if (A) those of its members for whom workers are being 
obtained are bound, in the event of its default, to carry out the obligations 
undertaken by it pursuant to section 502, or (B) the Secretary determines 
that such individual liability is not necessary to assure performance of such 
obligations. 

Src. 508. Nothing in this Act shall be construed as limiting the authority of 
the Attorney General, pursuant to the general immigration laws, to permit the 
importation of aliens of any nationality for agricultural employment as defined 
in section 507, or to permit any such alien who entered the United States legally to 
remain for the purpose of engaging in such agricultural employment under sucl 
conditions and for such time as he, the Attorney General, shall specify. 

Src. 509. No workers will be made available under this title for employment 
after [December 31, 1955] June 30, 1959. 
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AMENDING THE ACTS AUTHORIZING AGRICULTURAL ENTRIES 
UNDER THE NONMINERAL LAND LAWS OF CERTAIN MINERAL 
LANDS IN ORDER TO INCREASE THE LIMITATION WITH RESPECT 
TO DESERT ENTRIES MADE UNDER SUCIL ACTS TO 320 ACRES 





May 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Eneuie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 265] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 265) to amend the acts authorizing agricultural 
entries under the nonmineral land laws of certain mineral lands in 
order to increase the limitation with respect to desert entries made 
under such acts to 320 acres, baving considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The Committee on Interior and Insular Affairs of the House of 
Representatives has considered and favorably reported to the House 
an identical bill, H. R. 1844. The committee’s report on H. R. 1844 
is set forth below in full: 


BACKGROUND OF THIS LEGISLATION 


With enactment of the Desert Land Act of March 3, 1877 (19 Stat. 
377; 43 U.S. C. 321-323) Congress expressed its desire to promote the 
reclamation of arid and semiarid public lands by making them avail- 
able for entry and settlement under privately managed irrigation 


“= 


developments. 

The act of 1877 permitted desert-land entries to the maximum of 
640 acres to any one person, and was amended by the act of March 3, 
1891 (26 Stat. 1096; 43 U.S. C. 321, 323, 325, 327-329), to reduce the 
allowable maximum to 320 acres to any one person. Both of these 
arly acts restricted lands subject to entry to nonmineral lands. 

Two subsequent acts provided for entry upon mineral lands: Section 
1 of the act of June 22, 1910 (36 Stat. 583; 30 U.S. C. 83) authorized 
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desert land and other nonmineral entries on lands withdrawn, classi- 
fied, or valuable for coal; section 1 of the act of July 17, 1914 (38 Stat. 
509; 30 U.S. C. 121) authorized entry on lands withdrawn, classified, 
or valuable for phosphate, nitrate, potash, oil, gas, or asphaltic minerals, 

Both the 1910 and the 1914 acts reserved to the United States the 
minerals named therein; both acts established entry acreage maximums 
of 160 acres. 


States in which desert-land entry may be made 
Desert-land entry may be made in the following 13 States: Arizona, 


California, Colorado, Idaho, Montana, Nevada, New Mexico, North 
Dakota, Oregon, South Dakota, Utah, Washington, and Wyoming. 
Land subject to desert-land entry 

The law requires the artificial irrigation of any land entered, with 
lands not susceptible of irrigation, by practicable means deemed not 
subject to entry as desert lands. 

The question as to whether any particular tract sought to be entered 
as desert land is in fact irrigable from the source proposed by the appli- 
cant is, under long-standing procedures, investigated and determined 
by the Bureau of Land Management, Department of the Interior, 
before the application for entry is allowed. 

In order to be subject to entry under the desert-land law, public 
lands must be not only irrigable but also surveyed, unreserved, un- 
appropriated, nonmineral (except as indicated in the previous para- 
graphs where reference is made to the acts of 1910 and 1914), non- 
timbered, and such as will not, without artificial irrigation, produce 
any reasonably remunerative agricultural crop by the usual means or 
methods of cultivation. 


General developments under the Desert-Land Act 
While the greatest period of development under desert-land entry 


came between 1877 and the First World War, the past few years have 
shown a revival of interest stimulated in part, according to a BLM 
spokesman, by higher farm real-estate values and more favorable 
ratios of farm commodity prices to farm production costs; by extension 
of rural electrification; and by general improvement in methods of 
well-drilling, pumping, and irrigating. 

Under the 1877 act, and successor legislation, a total of 10,042,787 
acres of public lands had been patented or approved for patent 
through June 30, 1953. Annual reports of the Bureau of Land 
Management of Desert Land Act activities reveal that in the 5-year 
period July 1, 1948-June 30, 1953, BLM classified as suitable for 
disposition 189,869 acres of land in 11 States of a total application 
acreage of 530.693. Idaho alone has 79,196 acres so classified, while 
California during the same period had 60,900 acres classified as 
suitable for disposition under the desert-land provisions. 

Limitations on maximum acreage permitted 

As has been indicated, the desert-land law does not treat uniformly 
entries on nonmineral lands (320 acres maximum) as compared with 
entries on mineral lands (160 acres maximum). 

It is this lack of uniformity at which H. R. 1844 is directed. 
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EXPLANATION OF THE BILL 


H. R. 1844 is designed to bring uniformity into the laws governing 
desert-land entries by authorizing the same maximum acreage for 
entries on mineral desert lands as on nonmineral desert lands, namely, 
320 acres. 

Sections 1 and 2 of H. R. 1844 would amend the 1910 and 1914 acts, 
permitting Desert Land Act entries on mineral lands, to authorize a 
maximum entry of 320 acres, the maximum allow able on nonmineral 
lands. 

Section 3 of H. R. 1844 would authorize those who have already 
made desert-land entries on lands subject to the 1910 and 1914 acts 
to secure additional acreage up to a total of 320 acres. Existing law 
does not authorize entrymen who have made desert-land entries to 
obtain additional land under the Desert Land Act. 


Effect of committee amendments 


The three committee-recommended amendments to the printed bill, 
all of which occur in section 3, are as follows: 

(1) Insertion after the word ‘“who’’, at page 2, line 6, of the words 
‘prior to the date of approval of this Act,”. This makes it clear 
that the privilege of making additional desert-land entries is to be 
available only to those persons who were precluded from making en- 
tries in excess of 160 acres by reason of acreage limitation on mineral 
lands existing prior to date of enactment. 

Department spokesmen felt that in the absence of this amendment, 
section 3 might be construed as extending a privilege of additional 
entry to persons who in the future enter less than 320 acres of mineral 
lands under the desert-land law as it would exist with enactment of 
H. R. 1844. Since additional entries are not permitted nonmineral 
land entrymen, no ready reason is presented for permitting them to 
mineral land entrymen 

(2) Striking out the words “this Act” at page 2, line 10, and insert- 
ing “such Acts, as hereby amended,”. This amendment is clarifying, 
and identifies the legislation referred to at this point in the bill. 

(3) Striking out the date “July 17, 1914,” at page 2, lines 15 and 
16, and inserting “June 28, 1934,”, correcting an error in citation. 

The favorable report of the Department of the Interior follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 1, 1955. 
Hon. Cram ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mr. Enc te: This is in reply to the request of your committee for a 
report on H. R. 1844, a bill to amend the acts authorizing agricultural entries 
under the nonmineral land laws of certain mineral lands in order to increase the 
limitation with respect to desert entries made under such acts to 320 acres. 

We recommend the enactment of H. R. 1844 with the perfecting amendments 
hereinafter suggested. 

The ect of March 3, 1877, as amended (43 U.S. C., 1952 ed., see. 321) authorized 
desert-land entries on nonmineral lands, and limited such entries to tracts of not 
more than 320 acres. Section 1 of the act of June 22, 1910 (36 Stat. 583; 30 
U.S. C., 1952 ed., see. 83), which authorized desert land and other nonmineral 
entries on lands withdr: awn, classified, or valuable for coal, limited desert-land 
entries on such lands to a maximum “ 160 acres, while section 1 of the act of 
July 17, 1914 (88 Stat. 509; 30 U.S , 1952 ed., sec. 121), which authorized 
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entries on lands withdrawn, classified, or valuable for phosphate, nitrate, potash, 
oil, gas, or asphaltic minerals, also limited desert-land entries on such lands to q 
maximum of 160 acres. Entries made under the 1910 and 1914 acts are subject 
to a reservation to the United States of the minerals named in those acts. Sections 
land 2 of H. R. 1844 would amend the 1910 and 1914 acts to authorize desert-land 
entries on &@ maximum of 320 acres of mineral lands, which would be the same ag 
entries allowable on nonmineral lands. Section 3 of H. R. 1844 would authorize 
those who have already made desert-land entries on lands subject to the 1910 and 
1914 acts to secure additional acreage up to a total of 320 acres. The existing law 
does not authorize entrymen who have already made desert-land entries to obtain 
additional land under the desert-land law. 

As publie lands become settled and better lands are entered, the remaining 
publie lands with good agricultural potentialities dwindle in area. The terrain is, 
on the average, rougher and less susceptible to cultivation and growing of irri- 
gated crops, and the soil conditions are less favorable. Surface water to irrigate 
these lands is generally fully appropriated and dependence must be had on remain- 
ing ground water supplies. Land reclamation, owing to greater depth to water, 
increased power and land-leveling cost, and other crop-production costs, necessi- 
tates an acreage sufficient to pay an adequate return on the larger invested capital 
required. In addition, considerable of the remaining public domain available for 
desert-land entry is best adapted to production of forage and feed crops. ‘This is 
an extensive type of agriculture and requires larger acreages to maintain ar 
economic unit. 

We certainly know of no justification for one maximum acreage for entries on 
nonmineral desert lands and another for entries on desert lands valuable for the 
minerals specified in the 1910 and 1914 acts, but as to which these minerals are 
reserved to the United States under the terms of those acts. In either situation 
the entryman has the same problems of surface use. Moreover, these dual 
standards, by requiring determination in each case of the permissible acreage, 
create an extra administrative burden. This bill would, therefore, tend to 
diminish the time and cost necessary to process desert land applications. 

The provision in section 3 declaring the privilege of making additional entries 
granted by that section to be an unassignable personal privilege is a desirable one, 
since any authorization to make an additional desert-land entry should not be in 
the nature of an inheritable or assignable right, similar to the right created by 
the issuance of script, which may be transferred indefinitely prior to the valid 
selection of specific public lands in satisfaction of the right. Script rights created 
in the past have proved to be very troublesome since they attach to no particular 
lands, they continue for indefinite periods, and their ownership after a time be- 
comes virtually unascertainable. 

In the interest of perfecting the text of the bill, three technical amendments to 
section 3 are recommended. 

1. At page 2, line 6, after the word “who” insert the words “, prior to the date 
of approval of this Act,”. This amendment would give expression to the intent 
underlying section 3 that the privilege of making additional desert-land entries 
is to be available only to those persons who were precluded from making entries 
in excess of 160 acres by reason of the statutory requirements which the bill 
would relax. In the absence of such an amendment, section 3 possibly could be 
construed as extending the privilege of making additional entries to persons who 
in the future enter less than 320 acres of mineral lands under the desert-land law. 
Since desert-land entrymen on nonmineral lands are not accorded any privilege 
of making additional entries, it would be incongruous to apply section 3 to entries 
other than those made prior to the enactment of the bill. 

2. At page 2, line 10, strike out the words “‘this Act’’ and insert in lieu thereof 
the words “such Acts, as hereby amended,’ This amendment is desirable in 
order to identify clearly the legislation referred to at this place in the bill. 

3. At page 2, line 15, strike out the date “July 17, 1914,” and insert in lieu 
thereof the date “June 28, 1934,”. This amendment would correct an error in 
citation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


Enactment of this bill is recommended by the Committee on In- 
terior and Insular Affairs. 
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CuHances In Existina Law 


Tn compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


First SecTion OF THE Act oF JUNE 22, 1910 (36 Stat. 583) 


From and after the passage of this Act unreserved public lands of the United 
States exclusive of Alaska which have been withdrawn or classified as coal lands, 
or are valuable for coal, shall be subject to appropriate entry under the home- 
stead laws by actual settlers only, the desert-land law, to selection under section 
four of the Act approved August eighteenth, eighteen hundred and ninety-four, 
known as the Carey Act, and to withdrawal under the Act approved June seven- 
teenth, nineteen hundred and two, known as the Reclamation Act, whenever 
such entry, selection, or withdrawal shail be made with a view of obtaining or 
passing title, with a reservation to the United States of the coal in such lands 
and of the right to prospect for, mine, and remove the same. But [mo desert 
entry made under the provisions of this Act shall contain more than one hundred 
and sixty acres, andJ ail homestead entries made hereunder shall be subject to 
the conditions, 2 residence and cultivation, of entries under the Act approved 
February nineteenth, nineteen hundred and nine, entitled ‘“‘An Act to provide 
for an enlarged homestead’: Provided, That those who have initiated non- 
mineral entries, selections, or locations in good faith, prior to the passage of this 
Act, on lands withdrawn or classified as coal lands may perfect the same under 
the provisions of the laws under which said entries were made, but shall receive 
the limited patent provided for in this Act. 


First Secrion OF THE Act oF JuLty 17, 1914 (38 Star. 509) 


Lands withdrawn or classified as phosphate, nitrate, potash, oil, gas, or as- 
phaltie minerals, or which are valuable for those deposits, shall be subject to 
appropriation, location, selection, entry, or purchase, if otherwise available, under 
the nonmineral land laws of the United States, whenever such location, selection, 
entry, or purchase shall be made with a view of obtaining or passing title with a 
reservation to the United States of the deposits on account of which the lands 
were withdrawn or classified or reported as valuable, together with the right to 
prospect for, mine, and remove the same[; but no desert entry made under the 
provisions of this Act shall contain more than one hundred and sixty acres]: 
Provided, That all applications to locate, select, enter, or purchase under this 
section shall state that the same are made in accordance with and subject to the 
provisions and reservations of this Act. 
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REPEALING CERTAIN "LAWS RELATING TO TIMBER AND 
STONE ON THE PUBLIC DOMAIN 





May 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enatez, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 4894] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4894) to repeal certain laws relating to timber 
and stone on the public domain, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

EXPLANATION OF THE BILL 


The purpose of this bill is to repeal certain outmoded provisions 
relating to disposals of land under the timber and stone laws. Its 
enactment is requested, and the reasons therefor specified, in the 
following executive communication from the Department of the 
Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLIcITOR, 
Washington, D. C., January 17, 1955. 
Hon. Sam Raysurn, . 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: Enclosed is a draft of a proposed bill to repeal the 
so-called timber and stone law. 

I respectfully suggest that the proposed bill be referred to the appropriate 
committee for consideration, and I recommend that it be enacted. 

The proposed bill would repeal the so-called timber and stone law—sections 1, 
2, and 3 of the act of June 3, 1878 (20 Stat. 89), as amended (43 U.S. C., sees. 
11-313)—which provides for the sale of timber and stone lands of the United 
States within the public-land States. The law authorizes the sale of land which 
is valuable chiefly for timber, but unfit for cultivation, or which is valuable 
chiefly for stone. 
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Past disposals of land under the timber and stone law have resulted in a waste 
not only of timber and stone, but also of the soil and other resources in the affected 
areas. Frequently, the lands have been stripped of their timber, abandoned, and 
taken over by the counties because of delinquent taxes. Removal of the protec- 
tive cover has caused the thin soils to deteriorate and erode, resulting in bare 
uplands, silted valleys, and loss of revenue and other benefits to dependent com- 
munities. 

There is a manifest inconsistency between the underlying policy of the timber 
and stone laws and more recent statutes, such as the act of August 28, 1937 (50 
Stat. 874), the act of March 29, 19-44 (16 U.S. C., sec. 583, et seq.), and the Mate- 
rials Act of July 31, 1947 (48 U.S. C., see. 1185, et seq.), which permit the sale of 
the timber alone without including the land, and facilitate sustained-yield man- 
agement of timbered public lands. 

Disposal of lands under the timber and stone law is clearly discretionary. 
Under the authority of section 7 of the Tavlor Grazing Act (43 U.S. C., see 
315f), the Secretary may classify lands as unsuitable for disposal under the 
timber and stone laws or as more suitable for disposal, under some other public- 
land law, such as the publiec-sale law (48 U.S. C., see. 1171). LaPoint, A. 24287, 
May 2, 1946 (GLO 09386). Disposals under the timber and stone law, in recent 
years, have become increasingly rare. In the fiscal year ending June 30, 1954, 
there were actually no disposals of publie lands under that law. 

The repeal of the timber and stone law would not affect the applicability of 
the United States mining laws with respect to deposits of stone on the public 
lands. Nor would such repeal affect section 2455 of the Revised Statutes, as 
amended (43 U. S. C., see. 1171), which permits the Secretary, when proper in 
his judgment, to sell tracts of publie lands which are isolated o: disconnected, 
or which are too mountainous or rough for cultivation. Valid existing rights 
and claims are protected under the bill. 

The Bureau of the Budget has advised that there is no objection to the pre- 
sentation of this proposed legislation to the Congress. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 
A BILL To repeal the so-called timber and stone law 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That subject to valid existing rights and claims, 
sections 1 to 3, inclusive, of the Act of June 3, 1878 (20 Stat. 89), as amended (43 
U.S. C., sees. 311, 312, and 313) are hereby repealed. 

At hearings on the bill, Departmental representatives testified that 
the portion of the Timber and Stone Act of 1878, as amended, which 
would be repealed by H. R. 4894 has been made obsolete by more 
recent legislation, such as the Public Sales Act, the Materials Act, and 
the mining laws. 

Similar legislation passed the House of Representatives in the 82d 
and 83d Congresses. 

The Committee on Interior and Insular Affairs recommends that 
H. R. 4894 be enacted. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF JUNE 3, 1878 (20 Star. 89), As AMENDED 
(43 U.S. C., sees. 311, 312, and 313) 


[Surveyed public lands of the United States within the public land States, not 
included within military, Indian, or other reservations of the United States, valu- 
able chiefly for timber, but unfit for cultivation, may be sold to citizens of the 
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United States, or persons who have declared their intention to become such, in 
quantities not exceeding one hundred and sixty acres to any one person or asso- 
ciation of persons, at the minimum price of $2.50 per acre; and lands valuable 
chiefly for stone may be sold on the same terms as timber lands: Provided, That 
nothing herein contained shall defeat or impair any bona fide claim under any 
law of the United States, or authorize the sale of any mining claim, or the improve- 
ments of any bona fide settler, or lands containing gold, silver, cinnabar, copper, 
or coal, or lands selected by the said States under any law of the United States 
donating lands for internal improvements, education, or other purposes: And pro- 
vided further, That none of the rights conferred by sections 43-45 and 51 of Title 
30, and sections 661 and 932 of this title shall be abrogated by this chapter, sec- 
tion 103 of Title 18, or section 603 of Title 16; and all patents granted shall be 
subject to any vested and accrued water rights, or rights to ditches and reservoirs 
used in connection with such water rights, as may have been acquired under and 
by the provisions of said sections: and such rights shall be expressly reserved in 
any patent issued under this chapter. 

(Sec. 2. Any person desiring to avail himself of the provisions of this chapter, 
section 103 of Title 18 or section 603 of Title 16 shall file with the officer designated 
y the Secretary of the Interior of the proper district a written statement in 
duplicate, one of which is to be transmitted to the Bureau of Land Management, 
designating by legal subdivisions the particular tract of land he desires to purchase, 
setting forth that the same is unfit for cultivation, and valuable chiefly for its 
timber or stone; that it is uninhabited; contains no mining or other improvements, 
except for ditch or canal purposes, where any such do exist, save such as were made 
by or belong to the applicant, nor, as deponent verily believes, any valuable deposit 
of gold, silver, cinnabar, copper, or coal; that deponent has made no other appli- 
cation under this chapter, section 103 of Title 18 or section 603 of Title 16; that 
he does not apply to purchase the same on speculation, but in good faith to appro- 
priate it to his own exclusive use and benefit; and that he has not, directly or 
indirectly, made any agreement or contract, in any way or manner, with any 
person or persons whatsoever, by which the title which he might acquire from the 
Government of the United States should inure, in whole or in part, to the benefit 
of any person except himself; which statement must be verified bv the oath of the 
applicant before the officer designated by the Secretary of the Interior of the land 
office within the district where the land is situated; and if any person taking 
such oath shall swear falsely in the premises, he shall be subject to all the pains 
and penalties of perjury, and shall forfeit the money which he may have paid for 
said lands, and all right and title to the same; and any grant or conveyance which 
he may have made, except in the hands of bona fide purchasers, shall be null 
and void. 

[ESec. 3. Upon the filing of said statement, as provided in section 312 of this 
title, the officer designated by the Secretary of the Interior of the land office 
shall post a notice of such application, embracing a description of the land by lega 
subdivisions, in his office, for a period of sixty days, and shall furnish the applicant 
a copy of the same for publication, at the expense of such applicant, in a news- 
paper published nearest the location of the premises, for a like period of time; and 
after the expiration of said sixty days, if no adverse claim shall have been filed, 
the person desiring to purchase shall furnish to such officer of the land office 
satisfactory evidence, first, that said notice of the application prepared by such 
officer as aforesaid was duly published in a newspaper as herein required; secondly, 
that the land is of the character contemplated in this chapter, unoccupied, and 
without improvements other than those excepted, either mining or agricultural, 
and that it apparently contains no valuable deposits of gold, silver, cinnabar, 
copper, or coal; and upon payment to the proper officer of the purchase money 
of said land, together with the fees of such officer as provided for in case of mining 
claims in section 82 (7) of this title, the applicant may be permitted to enter said 
tract, and, on the transmission to the Bureau of Land Management of the papers 
and testimony in the case, a patent shall issue thereon: Provided, That any 
person having a valid claim to any portion of the land may object, in writing, to 
the issuance of a patent to lands so held by him, stating the nature of his claim 
thereto; and evidence shall be taken, and the merits of said objection shall be 
determined by the officers of the land office, subject to appeal, as in other land 
cases. Effect shall be given to the provisions of this chapter, section 103 of Title 
18 and section 603 of Title 16 by regulations to be prescribed by the Secretary of 
the Interior or such officer as he may designate. ] 
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AMENDING THE ACTS AUTHORIZING AGRICULTURAL ENTRIES 
UNDER THE NONMINERAL LAND LAWS OF CERTAIN MINERAL 
LANDS IN ORDER TO INCREASE THE LIMITATION WITH RE- 
SPECT TO DESERT ENTRIES MADE UNDER SUCH ACTS TO 320 
ACRES 





May 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enews, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 1844] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 1844) to amend the acts authorizing agri- 
cultural entries under the nonmineral land laws of certain mineral 
lands in order to increase the limitation with respect to desert entries 
made under such acts to 320 acres, having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass. 

The amendments are as follows: 

Page 2, line 6, after the word “who’’, insert the words “‘, prior to 
the date of approval of this Act,”. 

Page 2, line 10, strike the words “this Act’? and insert in lieu 
thereof the words “such Acts, as hereby amended,”’. 

Page 2, lines 15 and 16, strike the date “July 17, 1914,” and insert 
in lieu thereof the date “June 28, 1934,”. 


BACKGROUND OF THIS LEGISLATION 


With enactment of the Desert Land Act of March 3, 1877 (19 stat. 
377; 48 U. S. C. 321-323) Congress expressed its desire to promote 
the reclamation of arid and semiarid public lands by making them 
available for entry and settlement under privately managed irrigation 
developments. 

The act of 1877 permitted desert-land entries to the maximum of 
640 acres to any one person and was amended by the act of March 
3, 1891 (26 stat. 1096; 43 U.S. C. 321, 323, 325, 327-329), to reduce 
the allowable maximum to 320 acres to any one person. Both of these 
early acts restricted lands subject to entry to nonmineral lands. 
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Two subsequent acts provided for entry upon mineral lands: Sec- 
tion 1 of the act of June 22, 1910 (36 stat. 583; 30 U.S. C. 83) auth- 
orized desert land and other nonmineral entries on lands withdrawn, 
classified, or valuable for coal; section 1 of the act of July 17, 1914 
(38 stat. 509; 30 U.S. C. 121) authorized entry on lands withdrawn, 
classified, or valuable for phosphate, nitrate, potash, oil, gas, or 
asphaltic minerals. 

Both the 1910 and the 1914 acts reserved to the United States the 
minerals named therein; both acts established entry acreage maximums 
of 160 acres. 

States in which desert-land entry may be made 

Desert-land entry may be made in the following 13 States: Arizona, 
California, Colorado, Idaho, Montana, Nevada, New Mexico, North 
Dakota, Oregon, South Dakota, Utah, Washington, and Wyoming. 
Land subject to desert-land entry 

The law requires the artificial irrigation of any land entered, with 
lands not susceptible of irrigation by practicable means deemed not 
subject to entry as desert lands. 

The question as to whether any particular tract sought to be entered 
as desert land is in fact irrigable from the source proposed by the 
applicant is, under longstanding procedures, investigated and deter- 
mined by the Bureau of Land Management, Department of the 
Interior, before the application for entry is allowed. 

In order to be subject to entry under the desert-land law, public 
lands must be not only irrigable but also surveyed, unreserved, unap- 
propriated, nonmineral (except as indicated in the previous paragraphs 
where reference is made to the acts of 1910 and 1914), nontimbered, 
and such as will not, without artificial irrigation, produce any reason- 
ably remunerative agricultural crop by the usual means or methods of 
cultivation. 


General developments under the Desert Land Act 

While the greatest period of development under desert-land entry 
came between 1877 and the First World War, the past few years 
have shown a revival of interest stimulated in part, according to a 
BLM spokesman, by higher farm real-estate values and more favorable 
ratios of farm commodity prices to farm production costs; by extension 
of rural electrification; and by general improvement in methods of 
well drilling, pumping, and irrigating. 

Under the 1877 act, and successor legislation, a total of 10,042,787 
acres of public lands had been patented or approved for patent through 
June 30, 1953. Annual reports of the Bureau of Land Management of 
Desert Land Act activities reveal that in the 5-vear period July 1, 1948, 
to June 30, 1953, BLM classified as suitable for disposition 189,869 
acres of land in 11 States of a total application acreage of 530,693. 
Idaho alone has 79,196 acres so classified, while California during the 
same period had 60,900 acres classified as suitable for disposition 
under the desert-land provisions. 


Limitations on maximum acreage permitted 

As has been indicated, the desert-land law does not treat uniformly 
entries on nonmineral lands (320 acres maximum) as compared with 
entries on mineral lands (160 acres maximum). 

It is this lack of uniformity at which H. R. 1844 is directed. 
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EXPLANATION OF THE BILL 


H. R. 1844 is designed to bring uniformity into the laws governing 
desert-land entries by authorizing the same maximum acreage for 
entries on mineral desert lands as on nonmineral desert lands, namely, 
320 acres. 

Sections 1 and 2 of H. R. 1844 would amend the 1910 and 1914 acts, 
permitting Desert-Land Act entries on mineral lands, to authorize a 
maximum entry of 320 acres, the maximum allowable on nonmineral 
lands. 

Section 3 of H. R. 1844 would authorize those who have already 
made desert-land entries on lands subject to the 1910 and 1914 acts 
to secure additional acreage up to a total of 320 acres. Existing law 
does not authorize entrymen who have made desert-land entries to 
obtain additional land under the Desert Land Act. 


Effect of committee amendments 


The three committee-recommended amendments to the printed bill, 
all of which occur in section 3, are as follows: 

(1) Insertion after the word ‘‘who’’, at page 2, line 6, of the words 
“ prior to the date of approval of this Act,”’. This makes it clear that 
the privilege of making additional desert-land entries is to be available 
only to those persons who were precluded from making entries in 
excess of 160 acres by reason of acreage-limitation on mineral lands 
existing prior to date of enactment. 

Department spokesmen felt that in the absence of this amendment, 
section 3 might be construed as extending a privilege of additional 
entry to persons who in the future enter less than 320 acres of mineral 
lands under the desert-land law as it would exist with enactment of 
H. R. 1844. Since additional entries are not permitted nonmineral- 
land entrymen, no ready reason is presented for permitting them to 
mineral-land entrymen. 

(2) Striking out the words “this Act” at page 2, line 10, and insert- 
ing “such Acts, as hereby amended,”’. This amendment is clarifying, 
and identifies the legislation referred to at this point in the bill. 

(3) Striking out the date “July 17, 1914,” at page 2, lines 15 and 16, 
and inserting “June 28, 1934,”, correcting an error in citation. 

The favorable report of the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 1, 1956: 
Hon: Cram ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. ENG te: This is in reply to the request of your committee for a 
report on H. R. 1844, a bill to amend the acts authorizing agricultural entries 
under the nonmineral land laws of certain mineral lands in order to increase the 
limitation with respect to desert entries made under such acts to 320 acres. 

We recommend the enactment of H. R. 1844 with the perfecting amendments 
hereinafter suggested. 

The act of March 3, 1877, as amended (43 U. 8S. C., 1952 ed., see. 321), 
authorized desert-land entries on nonmineral lands, and limited such entries to 
tracts of not more than 320 acres. Section 1 of the act of June 22, 1910 (36 Stat. 
583; 30 U. S. C., 1952 ed., see. 83), which authorized desert-land and other 
nonmineral entries on lands withdrawn, classified, or valuable for coal, limited 
desert-land entries on such lands to a maximum of 160 acres, while section 1 of 
the act of July 17, 1914 (38 Stat. 509; 30 U. S. C., 1952 ed., see. 121), which 
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authorized entries on lands withdrawn, classified, or valuable for phosphate, 
nitrate, potash, oil, gas, or asphaltic minerals, also limited desert-land entries on 
such lands to a maximum of 160 acres. Entries made under the 1910 and 1914 
acts are subject to a reservation to the United States of the minerals named in 
those acts. Sections 1 and 2 of H. R. 1844 would amend the 1910 and 1914 acts 
to authorize desert-land entries on a maximum of 320 acres of mineral lands, 
which would be the same as entries allowable on nonmineral lands. Section 3 of 
H. R. 1844 would authorize those who have already made desert-land entries on 
lands subject to the 1910 and 1914 acts to secure additional acreage up to a total 
of 320 acres. The existing law does not authorize entrymen who have already 
made desert-land entries to obtain additional land under the desert-land law. 

As public lands become settled and better lands are entered, the remaining pub- 
lie lands with good agricultural potentialities dwindle in area. The terrain is, on 
the average, rougher and less susceptible to cultivation and growing of irrigated 
crops, and the soil conditions are less favorable. Surface water to irrigate these 
lands is generally fully appropriated and dependence must be had on remaining 
ground-water supplies. Land reclamation, owing to greater depth to water, in- 
creased power and land-leveling cost, and other crop-production costs. necessitates 
an acreage sufficient to pay an adequate return on the larger invested capital 
required. In addition, considerable of the remaining public domain available 
for desert-land entry is best adapted to production of forage and feed crops. Th's 
is an extensive type of agriculture and requires larger acreages to maintain an 
economic unit. 

We certainly know of no justification for one maximum acreage for entries on 
nonmineral desert lands and another for entries on desert lands valuable for the 
minerals specified in the 1910 and 1914 acts, but as to which these minerals are 
reserved to the United States under the terms of those acts. In either situation 
the entryman has the same problems of surface use. Moreover, these dual 
standards, by requiring determination in each case of the permissible acreace 
create an extra administrative burden. This bill would, therefore, tend to di- 
minish the time and cost necessary to process desert-land applications. 

The provision in section 3 declaring the privilege of making additional entries 
gran‘ed by that section to be an unassignable personal privilege is a desirable one, 
since any authorization to make an additional desert-land entry should not be in 
the nature of an inheritable or assignable right, similar to the right created by the 
issuance of scrip, which may be transferred indefinitely prior to the valid selection 
of specific public lands in satisfaction of the right. Scrip rights created in the 
past have proved to be very troublesome since they attach to no particular lands, 
they continue for indefinite periods, and their ownership after a time becomes 
virtually unascertainable. 

In the interest of perfecting the text of the bill, three technical amendments to 
section 3 are recommended. 

1. At page 2, line 6, after the word ‘‘who”’, insert the words “, prior to the date 
of approval of this Act,”’. This amendment would give expression to the intent 
underlying section 3 that the privilege of making additional desert-land entries 
is to be available only to those persons who were precluded from making entries 
in excess of 160 acres by reason of the statutory requirements which the bill 
would relax. In the absence of such an amendment, section 3 possibly could be 
construed as extending the privilege of making additional entries to persons who 
in the future enter less than 320 acres of mineral lands under the desert-land law. 
Since desert-!and entrymen on nonmineral lands are not accorded any privilege 
of making additional entries, it would be incongruous to apply section 3 to entries 
other than those made prior to the enactment of the bill. 

2. At page 2, line 10, strike out the words ‘this Act” and insert in lieu thereof 
the words ‘such Acts, as hereby amended,”. This amendment is desirable in 
order to identify clearly the legislation referred to at this place in the bill. 

3. At page 2, line 15, strike out the date “July 17, 1914,” and insert in lieu 
thereof the date ‘June 28, 1934,”. This amendment would correct an error in 
citation. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


Enactment of this bill as amended is recommended by the Com- 
mittee on Interior and Insular Affairs. 
H. Rept. 628 


In 
Repr 
duce 
enclo 
in wl 


Fro 
State: 
or are 
stead 
four ¢ 
know! 
teentl 
such | 
passit 
and o 
entry 
and s 
the ec 
Febru 
for a 
miner 
Act, 
the p! 
the li 


Lar 
phalti 
appro 
the ne 
entry, 
resery 
were 
prosp 
oe 

-rovii 
sectio 
provi: 
H. Re} 





hate, 
es on 
1914 
ed in 
t acts 
ands, 
1 3 of 
es on 
total 
ready 
Vv. 
- pub- 
is, on 
gated 
these 
Lining 
r, in- 
itates 
apital 
ilable 
This 


in an 


ies on 
or the 
Is are 
lation 

dual 
‘reacve 
to di- 


ntries 
e one, 
be in 
»y the 
ection 
in the 
lands, 
comes 


nts to 


e date 
intent 
sntries 
sntries 
he bill 
uld be 
is who 
d law. 
ivilege 
entries 


hereof 
ble in 


in lieu 
rror in 


ubmis- 


AGRICULTURAL ENTRIES UNDER NONMINERAL LAND LAWS 5 


CHANGES IN EXISTING LAW 


In compliance with clause 3, of rule XIII of the rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing law 
in which no change is proposed is shown in roman): 


First SEcTION oF THE AcT OF JUNE 22, 1910 (36 Star. 583) 


From and after the passage of this Act unreserved public lands of the United 
States exclusive of Alaska which have been withdrawn or classified as coal lands, 
or are valuable for coal, shall be subject to appropriate entry under the home- 
stead laws by actual settlers only, the desert-land law, to selection under section 
four of the Act approved August eighteenth, eighteen hundred and ninety-four, 
known as the Carey Act, and to withdrawal under the Act approved June seven- 
teenth, nineteen hundred and two, known as the Reclamation Act, whenever 
such entry, selection, or withdrawal shall be made with a view of obtaining or 
passing title, with a reservation to the United States of the coal in such lands 
and of the right to prospect for, mine, and remove the same. But [Mo desert 
entry made under the provisions of this Act shall contain more than one hundred 
and sixty acres, and] all homestead entries made hereunder shall be subject to 
the conditions, as to residence and cultivation, of entries under the Act approved 
February nineteenth, nineteen hundred and nine, entitled ‘‘An Act to provide 
for an enlarged homestead’’: Provided, That those who have initiated non- 
mineral entries, selections, or locations in good faith, prior to the passage of this 
Act, on lands withdrawn or classified as coal lands may perfect the same under 
the provisions of the laws under which said entries were made, but shall receive 
the limited patent provided for in this Act. 


First SEcTION oF THE Act oF Juty 17, 1914 (88 Star. 509) 


Lands withdrawn or classified as phosphate, nitrate, potash, oil, gas, or as- 
phaltic minerals, or which are valuable for those deposits, shall be subject to 
appropriation, location, selection, entry, or purchase, if otherwise available, under 
the nonmineral land laws of the United States, whenever such location, sélection, 
entry, or purchase shall be made with a view of obtaining or passing title with a 
reservation to the United States of the deposits on account of which the lands 
were withdrawn or classified or reported as valuable, together with the right to 
prospect for, mine, and remove the same[; but no desert entry made under the 
provisions of this Act shall contain more than one hundred and sixty acres]: 
Provided, That all applications to locate, select, enter, or purchase under this 
section shall state that the same are made in accordance with and subject to the 
provisions and reservations of this Act. 


H. Rept. 628 
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ORDERING THE PRINTING OF ONE THOUSAND ADDI- 
TIONAL COPIES OF STUDY OF NEWSPRINT EXPANSION: 
PART I, NEWSPRINT PRODUCTION FROM HARDWOODS 





May 25, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 226] 


The Committee on House Administration, to whom was referred 
House Resolution 226, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass. 
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PROVIDING FUNDS FOR THE STUDIES AND INVESTIGA- 
TIONS TO BE CONDUCTED PURSUANT TO HOUSE RESO- 
LUTION 154 





May 25, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burreson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 155] 


The Committee on House Administration, to whom was referred 
House Resolution 155, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution as 
amended do pass. 

The amendment is as follows: 

Line 5, strike out “$150,000” and insert “$125,000”. 
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STATUE OF EDWARD DOUGLASS WHITE 





May 25, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany S. Con. Res. 24] 


The Committee on House Administration, to whom was referred 
Senate Concurrent Resolution 24, having considered the same, re- 
port favorably thereon without amendment and recommend that the 


concurrent resolution do pass. 
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REAPPOINTMENT TO THE BOARD OF REGENTS OF THE 
SMITHSONIAN INSTITUTION 





May 25, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Burveson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany S. J. Res. 18] 


The Committee on House Administration, to whom was referred 


Senate Joint Resolution 18, having considered the same, report favor- 
ably thereon without amendment and recommend that the joint 


resolution do pass. 
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SALARIES OF THE JUDGES OF THE COURTS OF THE 
DISTRICT OF COLUMBIA 





May 25, 1955.—Ordered to be printed 





Mr. McMittan, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany S. 727] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 727) to adjust 


the salaries of the judges of the Municipal Court of Appeals for the 
District of Columbia, the Municipal Court for the District of Colum- 
bia, the Juvenile Court of the District of Columbia, and the District 
of Columbia Tax Court, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That the fourth sentence of the sixth paragraph 
of section 6 of the Act entitle “An Act to consolidate the Police Court of 
the District of Columbia and the Municipal Court of the District of Co- 
lumbia, to be known as ‘The Municipal Court for the District of Columbia’, 
to create ‘The Municipal Court of Appeals for the District of Columbia’, 
and for other purposes’, approved April 1, 1942, as amended (D. C. 
Code, sec. 11-771), is amended by striking out “$14,500” and inserting 
in lieu thereof $19,500", and by striking out “$14,000” and inserting 
in lieu thereof “$19,000’’. 

Sec. 2. The fourth sentence of section 2 of such Act of April 1, 1942, 
as amended (D. C. Code, sec. 11-753), ts amended by striking out 
“$13,500” and inserting in lieu thereof “$18,500"’, and by striking out 
“$13,000” and inserting in lieu thereof “$18,000”. 

Sec. 3. The first sentence of the second paragraph of section 2 of title 
IX of the District of Columbia Revenue Act of 1937, as amended (D. C. 
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Code, sec. 47-2402), is amended by striking out “$13,000” and inserting 
in lieu thereof “$18,000”. 

Szc. 4. The last sentence of section 19 of the Juvenile Court Act of the 
District of Columbia (D. C. Code, sec. 11-920) is amended to read as 
follows: “The salary of the judge shall be $18,000 per annum.” 

And the House agree to the same. 

That the Senate recede from its disagreement to the amendment of 
the House to the title of the bill and agree to the same. 

Joun L. McMittan, 

Orren Harris, 

Sip SIMPSON, 

Jos. P. O’Hara, 
Managers on the Part of the House. 

Wayne Morsg, 

ALAN Bisuz, 

Roman L. Hruska, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 727) to adjust the salaries of the judges of the Municipal 
Court of Appeals for the District of Columbia, the Municipal Court 
for the District of Columbia, the Juvenile Court of the District of 
Columbia, and the District of Columbia Tax Court, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

The first section of the Senate bill increased the salary of the chief 
judge of the Municipal Court of Appeals for the District of Columbia 
from $14,500 to $20,000 per annum, and the salaries of the judges of 
such court from $14,000 per annum to $19,500 per annum. ‘The cor- 
responding section of the House amendment provided an increase to 
$17,500 for the chief judge and to $17,000 for the judges of such court. 
The conference agreement fixes the salary of the chief judge to be 
$19,500 and the salaries of the judges to be $19,000. 

Section 2 of the Senate bill increased the salary of the chief judge 
of the Municipal Court for the District of Columbia from $13,500 per 
annum to $19,000 per annum, and the salaries of the judges of the 
Municipal Court from $13,000 per annum to $18,500 per annum. 
The corresponding section of the House amendment provided an in- 
crease to $16,500 for the chief judge and to $16,000 for the judges of 
such court. The conference agreement fixes the salary of the chief 
judge of such court to be $18,500 per annum and the salaries of the 
judges to be $18,000. 

Section 3 of the Senate bill (which corresponds to section 4 of the 
House amendment and the conference substitute) established the 
salary of the judge of the Juvenile Court of the District of Columbia 
at $18,500 per annum. Under existing law the salary of such judge 
is fixed under the Classification Act of 1949, and is at present $11,800 
per annum. The House amendment provided that the salary of the 
judge of the Juvenile Court should be $14,800. The conference 
agreement fixes the salary of such judge to be $18,900. 

Section 4 of the Senate bill (which corresponds to section 3 of the 
House amendment and the conference substitute) increased the salary 
of the judge of the District of Columbia Tax Court from $13,000 
per annum to $18,500 per annum. ‘The House amendment increased 
the salary of such judge to $16,000. The conference agreement fixes 
the salary of such judge to be $18,000. 

Joun L. McMitian, 

Orren Harris, 

Sip Simpson, 

Jos. P. O'Hara, 
Managers on the Part of the House. 
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GENERAL GOVERNMENT MATTERS APPROPRIATION 
BILL, 1956 





May 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. AnpreEws, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 6499] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Executive Office of the President and sundry general Government 
agencies for the fiscal year ending June 30, 1956, and for other pur- 
poses. 


SCOPE OF THE BILL 


The estimates considered by the Committee are to be found in the 
Budget for 1956 on pages 46-56, 66-67, 98-100, 111-112, 122-124, 
and 149, as poco and supplemented by House Document Nos. 
126 and 164. In addition to the monetary estimates, the Committee 
considered general provisions of a governmentwide character pre- 
sented on pages 235 and 236 of the Budget. Most of the appropria- 
tion items in the bill have been carried in prior years in the independent 
offices bills. The general provisions have been included in supple- 
mental appropriation bills in the past few years and are now included 
in this new bill for the first time. 

Total appropriations of $21,890,700 are recommended in the bill, 
a decrease of $5,810,000 in the estimates. The net increase of $7,- 
313,850 over appropriations for fiscal year 1955 results primarily 
from a recommended appropriation of $8,000,000 for ‘Payment of 
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Korean claims” by the Foreign Claims Settlement Commission. 
This is a new item, for which there has been no prior appropriation, 
Details of this and other Committee actions, by appropriation title, 
are set forth below, and a tabulation summarizing the several amounts 
appears at the conclusion of the explanatory text. 


EXxEcuTIVE OFFICE OF THE PRESIDENT 


The Committee has approved the budget estimates for the three 
items of appropriation which are under the immediate supervision of 
the President. These items are $150,000 for Compensation of the 
President, $2,055,500 for operation of The White House Office, and 
$366,200 for the care and operation of the Executive Mansion and 
Grounds. The amounts are the same as in fiscal year 1955 except for 
The White House Office, which includes $173,000 for the expenses of 
additional staff to coordinate public works planning as requested in 
House Document No. 126, making a net increase of $160,500 over 1955 
for that item. 

Bureau of the Budget.—The bill provides the budget estimate of 
$3,349,000 for this agency, which is $33,500 less than the amount 
appropriated for the Bureau in fiscal year 1955. During the hearings 
the Director stated that these reductions are made possible by organ- 
izational and procedural adjustments effected throughout the Bureau, 
and that a special effort had been made to streamline operations to 
that effect. 

Council of Economie Advisers.—In recommending an appropriation of 
$325,000 for this item the Committee has made a reduction of $15,000 
in the budget estimate and provided for approximately the same level 
of operation as in fiscal year 1955. Such funds should be adequate 
for all the activities of the Council. 

National Security Council.—The Committee recommends the budget 
estimate of $240,000 for this Council, which advises the President with 
respect to the integration of domestic, foreign, and military policies 
relating to the national security. The increase of $25,000 over the 
current year includes one additional employee, but is primarily for 
additional guard service. 

Office of Defense Mobilization —The bill contains $2,125,000 for this 
Office, which is $36,000 less than the 1955 appropriation and $95,000 
less than the budget estimate. This agency is responsible for direc- 
tion and planning of current and future national mobilization efforts, 
and coordinates the military industrial, and civilian mobilization ac- 
tivities of the Government. Included in the appropriation is $161,- 
000, the same amount as in 1955, for the Interdepartmental Radio 
Advisory Committee which is the agency responsible for allocating 
radio frequencies among Government agencies and developing over- 
all Government telecommunications policies. The reduction can be 
taken primarily out of the increases requested for consultant services 
and travel. 

President’s Advisory Committee on Government Organization.—The 
Committee has approved the budget estimate of $60,000 for this 
Advisory Committee, which is the same amount as was appropri- 
ated on a previous occasion late in the fiscal year 1954. The purpose 
of this Committee is to advise the President and the Director of the 
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Bureau of the Budget in connection with major organizational and 
management problems of the executive branch of the Government. 
The Commission on Organization of the Executive Branch of the 
Government is concluding its series of studies in June and it is ex- 
pected that this Committee will review the reports that are issued 
and assist the President in making such specific recommendations to 
the Congress as are deemed desirable. 

The language requested in the budget as amended by House 
Document No. 164, to authorize one grade GS-18 position for the 
Committee, has been deleted. If such a position is necessary it should 
be requested for allocation by the Civil Service Commission from 
numbers presently authorized, or legislation submitted to authorize 
the increase. 


Funps APPROPRIATED TO THE PRESIDENT 


Emergency fund for the President, national defense.—The Committee 
has approv ed a $1,000,000 emergency fund for the President, which 
is an increase of $250,000 over the amount available in 1955. The 
purpose of this fund is to enable the President to provide for emergen- 
cies affecting the national interest, security, or defense. It has been 
customary for a number of years to provide such a fund. 

Expenses of Management Improvement.—The Committee has de- 
leted the item in the budget language which would authorize an 
increase in the amount that could be paid for consultant services from 
$50 to $75 per day. Funds for this item are available until expended 
and it is estimated that $549,000 will be in the fund at the beginning 
of fiscal year 1956. No additional funds are requested. 


AMERICAN Batrts Monuments CoMMISsION 


Salaries and expenses.—The Committee has included in the bill the 
bud get estimate of $920,000 for this purpose, which is an increase of 
$145,000 over the amount appropriated in 1955. The Commission 
has responsibility for the maintenance and operation of twenty-two 
permanent United States military cemeteries and memorials located 
in foreign countries and the United States National Cemetery at 
Mexico City. , 

The increase over 1955 is necessary to provide for additional travel 
for employees and their families proceeding on home leave from their 
posts in foreign countries as authorized by Public Law 737 of the last 
Congress, reimbursement for military personnel which have previously 
been utilized without charge, and additional staffing as cemeteries are 
placed on a permanent maintenance basis. 

Consiruction of memorials and cemeteries —The bill contains an 
additional appropriation of $3,000,000 for financing the construction 
program in the various cemeteries. This is a reduction of $1,500,000 
in the budget estimate and is $500,009 less than the appropriation 
in 1955. There is an unobligated balance of $3,000,000 expected to 
remain from 1955 and an unexpended balance of approximately $19,- 
500,000 is anticipated on June 30. It is believed that such amounts 
will be adequate to continue the construction program at the present 
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rate. There is no intention on the part of the Committee to impede 
the construction program in any way. However, the Committee sees 
no reason to appropriate more funds this year than can be economi- 
cally used. 


Foreign Cuatms SETTLEMENT CoMMISSION 


Payment of Korean claims.—The bill contains an appropriation for 
$8,000,000 for payment of claims authorized by Public Law 615 of the 
83rd Congress, a reduction of $4,200,000 in the budget estimate. 
Public Law 615 authorized the appropriation of funds for prisoner of 
war and civilian internee claims arising out of Korean hostilities, 
Payments for war claims previously have been financed from assets 
of enemy countries in the war claims fund, but an appropriation is 
made necessary in this instance because no North Korean assets are 
available. 

Payment of World War II claims.—The bill contains language 
authorizing payment of claims from the war claims fund as author- 
ized by Public Law 744 of the 83rd Congress, which authorized the 
settlement of additional World War II internee and prisoner of war 
claims, and extended benefits to merchant seamen and other persons 
not previously eligible for payments as well as authorizing certain 
new sequestration claims. Such claims are estimated at $16,714,800 
and should about complete the program. 

Administrative expenses.—The Committee recommends $450,000 for 
expenses of the Commission in administering these two payment 
programs, which is $100,000 less than the amount requested. Such 
total amount shall be composed of $300,000 to be transferred from the 
war claims fund and $150,000 to be transferred from the appropriation 
for Korean claims. The Committee has denied funds for extended 
travel and other items of a contingency nature included in the 
estimates, 


SuBVERSIVE Activities Controt Boarp 


Salaries and expenses—The Committee recommends the budget 
estimate of $300,000 to finance the activities of this Board in 1956, 
which is an increase of $15,000 over the amount available in 1955. 
It is the duty of this agency to determine whether organizations are 
“Communist-action organizations’, “(Communist-front organizations”, 
or “Communist-infiltrated organizations’. Its work is dependent 
entirely on the progress of the original Communist Party case, which 
is now pending in the Supreme Court, and on the number of cases 
filed with the Board by the Attorney General. There have been 
considerable delays experienced in the progress of the work of the 
Board. The extent of such delay can be measured in part by the 
fact that only 2 of the 14 cases anticipated have been filed with the 
Board during fiscal year 1955. Until the rate of cases referred is 
accelerated the appropriation recommended should be adequate. 
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Titte II—GeENERAL PROVISIONS 


As noted previously, the bill includes general provisions, govern- 
ment-wide in their application, formerly carried in a late-session 
supplemental bill. Most of these are continued unchanged and are 
briefly described as follows: 

Section 201. Establishes, as required by basic law, the maximum 
amount payable for a passenger motor vehicle. In this bill, the limita- 
tion has been reduced from $1,400 to $1,350 on the basis of current 
contract prices, most of which are in the $1,250 to $1,350 range. In 
addition, station wagons have been placed within the limitation since 
the modern station wagon is basically a passenger vehicle. 

Section 202. This section continues a prohibition on the employ- 
ment of aliens in the continental United States with certain exceptions 
previously carried. In addition, two new avenues of exception have 
been added, permitting the temporary employment of translators, and 
the temporary employment of persons in the field service (for periods 
not to exceed sixty days) to cope with emergencies such as flood, fire 
or other catastrophe. The inclusion of these exceptions in the general 
language will permit the Committee to delete similar provisions 
presently carried in separate bills for the Departments of Agriculture 
and Interior, and in separate sections of other bills. 

Sections 203 through 209 continue in effect various provisions, both 
permissive and restrictive, which have been included in similar general 
provisions for several years. Representative of this group is the 
provision making funds that are available for travel expense also 
available for the payment of living quarters allowances in accordance 
with law; the provision prohibiting payment to any person whose 
nomination shall have been disapproved by the Senate; and the pro- 
vision prohibiting the use of funds of a wholly-owned government 
corporation for the purchase or construction of an office building. 

Section 210 is the customary anti-strike provision. 
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CONSIDERATION OF H. R. 5376 





May 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Triste, from the Committee on Rules, submitted the following 
REPORT 
(To accompany H. Res. 254] 


The Committee on Rules, having had under consideration House 
Resolution 254, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 3822 





May 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Txuornserry, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 255] 


The Committee on Rules, having had under consideration House 
Resolution 255, report the same to the House with the recommen- 
dation that the resolution do pass. 


0 
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CONSIDERATION OF H. R. 6499 





May 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 256) 


The Committee on Rules, having had under consideration House 
Resolution 256, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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TEXAS CITY TIN SMELTER 





May 26, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


[To accompany S. Con Res. 26] 


The Committee on Banking and Currency, to whom was referred 
the concurrent resolution (S. Con. Res. 26) providing for the continued 
operation of the Government tin smelter at Texas City, Tex., having 
considered the same, report favorably thereon without amendment 
and recommend that the concurrent resolution do pass. 


PURPOSES OF THE LEGISLATION 


This concurrent resolution would express the sense of the Congress, 
(1) that the Government-owred tin smelter at Texas City, Tex., 
should be continued in operation until June 30, 1956, and as long 
thereafter as may ‘be hereafter authorized by the Congress, (2) that 
the President have conducted a study and investigation so as to make 
recommendations to the Congress upon the most feasible methods of 
maintaining a permanent domestic tin-smelting industry in the 
United States, (3) that in making such study and investigation, the 
President shall consider the possibilities of private lease or sale of the 
Goveriment smelier as well as continued Government ownership and 
operation of this facility, (4) that appropriate arrangements be made 
so that the Texas City plant and facilities, as well as nonsecurity 
information concerning them, shall be shown to interested private 
persons, and (5) that the President shall, on or before March 31, 1956, 
report to the Congress the findings of this study and his reeommenda- 
tions with respect to the future operation of the tin smelter. 


GENERAL STATEMENT 


During World War II the United States constructed a tin smelter 
at Texas City, Tex., to provide a continued source of domestic supply 
of tin required for the operation of our defense and industrial programs. 

55009 





2 TEXAS CITY TIN SMELTER 


The necessity for the construction of the smelter stemmed from the 
fact that we faced a possible complete cutoff from far eastern sources 
of tin and tin supplies and that the principal sources of tin and tin 
ores remaining were found in South America. The Texas City Tin 
Smelter was operated during World War IT and throughout the recon- 
version period by the Reconstruction Finance Corporation under the 
authority of the Reconstruction Finance Corporation Act. Since 
June 28, 1947, it has been operated first by the Reconstruction Finance 
Corporation and since June 30, 1954, by the Federal Facilities Cor- 
poration. Under the authority of Public Law 125 the smelter can 
be operated until June 30, 1956. 

The availability of sufficient supplies of tin to meet our mobilization 
and military needs in times of national emergency is a matter of vital 
importance. ‘The limited sources of tin and tin ores and the location 
of these sources further emphasizes the necessity that adequate sup- 

lies of tin be available to meet all possible future contingencies. 

‘our committee believes it would be unwise for the Congress to make 
a final decision in regard to the Texas City tin smelter until it ean be 
certain that such supplies will be available. It is expected that the 
report to the Congress which the President will make pursuant to 
Senate Concurrent Resolution 26 will furnish the necessary data on 
this matter. 

The concurrent resolution was unanimously reported by your 
committee. O 
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PROVIDING THAT ALL UNITED STATES CURRENCY AND 
COINS SHALL BEAR THE INSCRIPTION “IN GOD WE 
TRUST” 





May 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 
[To accompany H. R. 619] 


The Committee on Banking and Currency, to whom was referred 
the bill (H. R. 619) to provide that all United States currency shall 
bear the inscription “In God We Trust”, having considered the same, 
reports favorably thereon with an amendment and recommend that 
the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert: 

That at such time as new dies for the printing of currency are adopted in connec- 
tion with the current program of the Treasury Department to increase the capacity 
of presses utilized by the Bureau of Engraving and Printing, the dies shail bear, 
at such place or places thereon as the Secretary of the Treasury may determine 
to be appropriate, the inscription “In God We Trust’, and thereafter this 
inscription shall appear on all United States currency and coins. 


PURPOSE OF THE BILL 


The bill would require that the inscription “In God We Trust” 
be placed upon the currency of the United States and require that 
hereafter the same inscription also appear on all coins of the United 
States. The Bureau of Engraving and Printing is now undertaking, 
for purposes of economy, the designing of a new process for the print- 
ing of the currency which will require the preparation of new dies, 
rolls, and plates. In connection with this redesigning of the currency 
it will be possible to include the inscription “In God We Trust’”’ in 
the new design with very little additional cost. In order that the 
Government not be faced with the substantial expenditure running 
into hundreds of thousands of dollars that would be required to make 
such a change if it were made other than at the time of redesigning 
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2 CURRENCY AND COINS SHALL BEAR INSCRIPTION “IN GOD WE TRUST” 


the currency, the bill provides that the inscription be incorporated in 
the new design at such time as new dies for the printing of currency 
are adopted in connection with the current program of the Treasury to 
increase the capacity of presses utilized by the Bureau of Engraving 
and Printing. 

With respect to coins, the bill would simply make mandatory the 
existing procedure of placing the inscription on all coins of the United 
States. Presently the inscription is only mandatory with respect to the 
denominations of silver coins on which it was inscribed prior to May18, 
1908, but in practice in recent years it has been placed on all coins. 


RELIGIOUS INSCRIPTIONS ON COINS IN THE UNITED STATES 


In the early days of the country coins bearing an inscription referrin 
to the Deity are found as early as 1694. The Carolina cent aaeel 
in 1694 bore the inscription ‘God preserve Carolina and the Lords 
proprietors.” The New England token of the same year bore the 
inscription ‘God preserve New England.” The Louisiana cent 
coined in 1721-22 and 1767 bore the inscription “Sit nomen Domini 
benedictum’’—Blessed be the name of the Lord. The Virginia 
halfpenny of 1774 bore an inscription in Latin which translated meant 
“George the Third by the grace of God.” Utah issued gold pieces 
in the denominations of $2.50, $5, $10, and $20 in 1849 bearing the 
inscription “Holiness to the Lord.” 

Records of the Director of the Mint reveal that on November 13, 
1861, the Reverend M. R. Watkinson of Ridleyville, Pa. addressed a 
letter to the Honorable S. P. Chase, Secretary of the Treasury in 
President Lincoln’s Cabinet, regarding some form of recognition of 
the Deity on the coins of the country. Reverend Watkinson wrote 
as follows: 


RIDLEYVILLE, Pa., November 18, 1861. 
Hon. S. P. Cuase, 
Secretary of the Treasury. 

Dear Stir: You are about to submit your annual report to Congress respecting 
the affairs of the national finances. 

One fact touching our currency has hitherto been seriously overlooked. I 
mean the recognition of the Almighty God in some form in our coins. 

You are probably a Christian. What if our Republic were now shattered 
beyond reconstruction? Would not the antiquaries of succeeding centuries 
rightly reascn from our past that we were a heathen nation? What I propose 
is that instead of the Goddess of Liberty we shall have next inside the 13 stars 
a ring inscribed with the words ‘“‘perpetual union’’; within this ring the all-seeing 
eye crowned with a halo; beneath this eve the American flag, bearing in its field 
stars equal to the number of the States united; in the folds of the bars the words 
“God, liberty, law.” 

This would make a beautiful coin, to which no possible citizen could object. 
This would relieve us from the ignominy of heathenism. This would place us 
openly under the divine protection we have personally claimed. From my 
heart I have felt our national shame in disowning God as not the least of our 
present national disasters. 

To you first I address a subject that must be agitated. 


M. R. WarKINsON, 
Minister of the Gospel. 
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Under date of November 20, 1861, the Secretary of the Treasury 
addressed the following letter to the Director of the Mint: 
TREASURY DEPARTMENT, November 20, 1861. 


James Poutocs, Esq. 
Director of the Mint, Philadelphia, Pa. 


Dear Sir: No nation can be strong except in the strength of God, or safe except 
in His defense. The trust of our people in God should be declared on our national 
coins. 

You will cause a device to be prepared without unnecessary delay with a motto 
expressing in the fewest and tersest words possible this national recognition. 


Yours truly, 
S. P. Cass. 


In December 1863 the Director of the Mint submitted to the 
Secretary of the Treasury, for approval, designs for new 1-, 2-, and 
3-cent pieces, on which it was proposed that one of the following 
mottoes should appear: “Our country; our God,” “God our trust.” 
Under date of December 9, 1863, the Secretary of the Treasury 
addressed a letter to the Director of the Mint advising him as follows: 

I approve your mottoes, only suggesting that on that with the Washington 
obverse the motto should begin with the word “Our,” so as to read, ‘‘Our God and 
our country.”” And on that with the shield it should be changed so as to read: 
“In God we trust.” 

It was found that an act of January 18, 1837, prescribed the mottoes 
and devices that should be placed upon coins of the United States 80 
that nothing could be done without further legislation. On April 22, 
1864, an act was passed which provided for changing the composition 
of the 1l-cent piece and authorizing the coinage of the 2-cent bronze 
piece, the devices of which were to be fixed by the Director of the 
Mint, with the approval of the Secretary of the Treasury. It was 
upon the new bronze 2-cent piece that the motto “In God We Trust” 
first appeared. An act of March 3, 1865 provided that in addition 
to the legend and devices on the gold and silver coins of the United 
States it would be lawful for the Director of the Mint, with the 
approval of the Secretary of the Treasury, to place the motto “In 
God We Trust” on such coins as would admit of the inscription there- 
on. Under this-act the motto was placed on the double eagle, eagle, 
and half eagle and also upon the dollar, half dollar, and quarter dollar 
in the latter part of 1865. Subsequently, the Coinage Act of February 
12, 1873, provided that the Secretary of the Treasury may cause the 
motto “In God We Trust” to be inscribed on such coins as shall admit 
of such motto. Although the record does not show what, if any, might 
have been the impact of the words of Francis Scott Key on the motto 
chosen it may be noted that the Star Spangled Banner does contain 
the words “And this be our motto—‘In God is our Trust.’ ”’ 

Early in the 60th Congress and throughout the Nation generally 
a considerable furor arose over the dropping of the inscription “In 
God We Trust” from certain gold coins known as The St. Gaudens 
upon Executive order of the President. This led to introduction in 
the Congress of numerous bills to maintain the motto on our coinage. 
On March 16, 1908, by a rollcall vote of 259 ayes, 5 nays, and 4 
answering ‘“‘present,”’ the House passed H. R. 17296 providing: 

That the motto “In God We Trust’’ heretofore inscribed on certain denomina- 
tions of the gold and silver coins of the United States of America, shall hereafter 


be inscribed upon all such gold and silver coins of said denominations as here- 
tofore. 
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That act became law on May 18, 1908. Gold coins, of course, were 
withdrawn from circulation and the coinage thereof discontinued 
under terms of the Gold Reserve Act of 1934. 


ACTION OF THE COMMITTEE 


Several Members of Congress appeared before the committee in 
support of bills which they had introduced providing for the inscrip- 
tion of “In God We Trust” on the currency of the United States. 
In unanimously reporting H. R. 619, as amended, the committee 
commends to the Congress the desirability of a mandatory provision 
of law requiring inscription on all coins and currency of the United 
States of the motto “In God We Trust” which expresses so tersely 
and with such dignity the spiritual basis of our way of life. Following 
is a letter which was received by the chairman of the committee from 
the Acting Secretary of the Treasury in connection with this pro- 
posed legislation. 

Treasury DEPARTMENT, 
Washington, May 3, 1955. 
Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHarrMAN: Reference is made to your letter of January 19, 
1955, requesting this Department’s views on H. R. 619, to provide that all United 
States currency shall bear the inscription “In God We Trust.” 

The proposed legislation would require that all currency of the United States 
issued more than 6 months after the date of the enactment bear the inscription 
“In God We Trust,” at such place or places as the Secretary of the Treasury 
should determine to be appropriate. 

While this change in the design of our currency can be put into effect without 
legislation, it has not been done heretofore because of the costs involved ordinarily 
in any change of design. At the present time, however, the Bureau of Engraving 
and Printing is planning technological improvements which will require the prepa- 
ration of new dies, rolls, and plates. Since the inscription can be incorporated in 
the design with very little additional cost at the time that these changes are being 
made, the Treasury is, in accordance with the President’s wishes, proceeding with 
plans for adding the inscription as it converts to the new processes. 

The requirement of the bill, however, that all currency issued more than 6 
months after enactment bear the inscription, rather than that the inscription be 
included in connection with the Bureau’s contemplated changeover, would create 
administrative difficulties as well as a very substantial additional cost. The 
Treasury Department would have no objection to a legislative requirement, 
however, if it were along the following lines: 

“That at such time as new dies for the printing of currency are adopted in 
connection with the current program of the Treasury Department to increase 
the capacity of presses utilized by the Bureau of Engraving and Printing, the 
dies shall bear, at such place or places thereon as the Secretary of the Treasury 
may determine to be appropriate, the inscription ‘In God We Trust.’ ” 

Suggestions have also been made that the inscription should be required by 
law on all coins. At the present time it actually appears on all coins, but is 
required by law only upon the denominations of coins on which it was inscribed 
prior to May 18, 1908. Since the Treasury Department includes the inscription 
on all coins, it would have no objection to a statutory requirement in this regard. 

The Department has been advised by the Bureau of the Budget that there is 
no —— = submission of this report to your committee. 

ery tru ou 
ne W. B. Fotsom, 


Acting Secretary of the Treasury. 
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PROVIDING FOR THE CONVEYANCE OF CERTAIN PROPERTY 
UNDER THE JURISDICTION OF THE HOUSING AND HOME 
FINANCE ADMINISTRATOR TO THE STATE OF LOUISIANA 





May 26, 1955 —Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, submitted 
the following 


REPORT 


[To accompany H. R. 5512] 


The Committee on Banking and Currency to whom was referred 
the bill (H. R. 5512), to provide for the conveyance of certain property 
under the jurisdiction of the Housing and Home Finance Adminis- 
trator to the State of Louisiana, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 

The amendments are as follows: 

(1) Page 1, after the word “convey” insert “to the State of Louis- 
iana’”’, 

(2) Page 2, in the last sentence of the first section of the bill strike, 


the first such installment to be paid within six months after the date of enact- 
ment of this Act. 


(3) At the end of the bill add a new section 3 reading as follows: 


Src. 3. The provisions of this Act shall be effective only if the first installment 
is paid within six months after the date of approval of this Act. 

The committee held a hearing on the subject bill and heard testi- 
mony from the author of the bill and Mr. John Currie, Acting Com- 
missioner of the Public Housing Administration, who testified in 
favor of its enactment. The following report on H. R. 5512 received 
by the committee from the Housing and Home Finance Administrator 
favoring the enactment of the bill is self-explanatory and the amend- 
ments recommended by the Administrator in said report were adopted 
by your committee. The bill, as amended, was unanimously reported 
by your committee. 





CONVEY CERTAIN PROPERTY TO LOUISIANA 


Hovusine AND Home Finance AGENCY, 
OFFICE OF THE ADMINISTRATOR, 


Washington 25, D. C., May 18, 1956. 
Re H. R. 5512, 84th Congress 


Hon. Brent SPENCE, 
Chairman, Committee on Banking and Currency 
House of Representatives, Washington, D. C. 


Dear CoNGRESSMAN SPENCE: This is in further oy to your letter of April 14 
requesting the views of this Agency with respect to H. R. 5512, a bill “to provide 
for the conveyance of certain property under the jurisdiction of the Housing and 
Home Finance Administrator to the State of Louisiana.” 

Under the provisions of this bill, the Housing and Home Finance Administrator 
would be directed to convey projects LA—16011 and 16012 to the State of Louisiana 
in consideration of a payment of $300,000 payable in 3 equal annual installments, 
the first installment to be paid within 6 months after the date of enactment of the 
bill. The State of Louisiana would be authorized to apply toward the purchase 
price any allotment available to the State for hospital construction under the 
provisions of the Hospital Survey and Construction Act, as amended (42 U.S. C., 
rev. 291, et seq.). 

These projects consist of 255 permanent family dwelling units construted early 
in World War II by the Federal Works Ageney under the provisions of the 
Lanham Act on land leased from the State of Louisiana to provide dwelling 
accommodations for military personnel assigned to the Alexandria Air Force 
Base. They were designed, with the aid of an architect emploved by the State, 
in a manner which would permit their conversion to eventual hospital use. The 
lease agreement with the State which was entered into in 1941 extended over a 
5-year period, after which time the Federal Government, under the terms of the 
lease, had an option to purchase the land. The Federal Government has retained 
its right to acquire this land but, since the State of Louisiana has been negoti- 
ating with this Agency for the purchase of the dwelling units for several years, 
has withheld acquiring the land pending the outcome of these negotiations. In 
the early stage of the negotiations the State had no funds with which to purchase 
the housing, and was unable to arrange for the provision of the necessary funds 
prior to the enactment of the preference requirements in the sale of permanent 
housing which were embodied in the Housing Act of 1950. With the advent 
of the Korean emergency, these projects were included in the disposition freeze 
order and were not released for disposition until May 1953. Because of the 
continued interest by the State of Louisiana with respect to the transfer of these 
projects, we have withheld disposition of the projects under the terms of section 
607 of the Lanham Act. 

We believe that the enactment of the pending bill would solve the problem 
occasioned by the housing being located on land owned by the State of Louisiana 
in &@ manner advantageous to both the Federal! Government and the State. We 
would, therefore, favor the enactment of the bill, provided the following amend- 
ments are incorporated. 

(1) On page 1, line 4, insert after the word “convey” the following, “to the 
State of Louisiana’’. 

(2) On page 2, lines 5, 6, and 7, strike the clause, ‘‘the first such installment 
to be paid within six months after the date of enactment of this Act”, and add 
a new section 3 at the end of the bill, as follows: “Src. 3. The provisions of this 
Act shall be effective only if the first installment is paid within six months after 
the date of approval of this Act.”. This would make it clear that the Federal 
Government would not be required to hold up disposition of the properties under 
the usual procedure if the State does not make the first payment within that 
period. 

With respect to section 2 of the bill, relating to the ——_ ion to the purchase 
price of any available allotment made to the State of Louisiana under the pro- 
visions of the Hospital Survey and Construction Act, we believe the Department 
of Health, Education, and Welfare would be in a better position to advise the 
committee. 

In view of your request for an immediate report, this is heing sent to you prior 
to clearance with the Bureau of the Budget. As soon as the Bureau’s views are 
obtained, we will send you a supplemental report. 

Sincerely yours, 
ALBERT M, Coie, Administrator. 


O 
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AUTHORIZING THE CONVEYANCE OF CERTAIN WAR- 
HOUSING PROJECTS TO THE CITY OF WARWICK, VA., 
AND THE CITY OF HAMPTON, VA, 





May 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Spence, from the Committee on Banking and Currency, sub- 
mitted the following 


REPORT 


{To accompany 8. 755] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 755) to authorize the conveyance of certain war-housing 
yrojects to the city of Warwick, Va., and the city of Hampton, Va., 
ee considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The committee held a hearing on the subject bill S. 755, and H. R. 
3327 which is a companion bill, and heard testimony from the author 
of H. R. 3327 and Mr. John D. Currie, Acting Commissioner of the 
Public Housing Administration who testified m favor of enactment of 
this legislation. S.755 was unanimously reported by your committee. 

The following report received by your committee on H. R. 3327 
from the Administrator of the Housing and Home Finance Adminis- 
tration is self-explanatory, and the amendments recommended by the 
Administrator in his report have been incorporated in S. 755: 

Housing AND Home FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 


Washington, D. C., April 11, 1955. 
Re H. R. 3327, 84th Congress 


Hon. Brent SprENCcE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. C. 


Dar ConGressMAN Spence: This is in further reply to your letter of March 
30 requesting the views of this Agency with respect to H. R. 3327, a bill to author- 
ize the conveyance of certain war housing projects to the city of Warwick, Va., 
and the city of Hampton, Va. 

Under the provisions of this bill, the Housing and Home Finance Adminis- 
trator would be authorized to sell at fair market value as determined by him, 
war-housing projects VA-44061 and VA-44067 located in the cities of Warwick 
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and Hampton, Va., to the respective cities, or to a public housing authority for 
such cities, or to an agency or corporation established or sponsored in the public 
interest by such cities. The sale could also be made to the cities jointly or to an 
authority for both cities or to an agency or corporation jointly established or 
sponsored in the public interest. Any sale under this authorization would be 
made on such terms and conditions as the Administrator shall determine. 

Project VA-44061, known as the Ferguson Park war-housing project, consists 
of 1,188 permanent family dwelling units constructed in 1942 for war workers 
in the Newport News area. It is located in the city of Warwick, Va. We 
understand that the city of Warwick desires to purchase this project either 
directly or through a housing authority or corporation sponsored by it or by it 
and the city of Hampton jointly at its fair market value, as determined through 
appraisal. The city officials inform us that the primary purpose for acquiring 
this project is to control the future use of the underlying land and to prevent 
its development into a slum area. The dwellings in this project are considered 
to be of permanent construction and are suitable for housing use for many years 
hence. Due largely to present restrictions on admission to occupancy, about 
290 of the units are now vacant, but there is considered to be a continuing need 
for all of them. 

The Copeland-Newsome project, designated as war-housing project VA-44067 
presently consists of 3,936 units of which 2,164 are in the city of Warwick and 
1,772 are in the city of Hampton. The underlying land comprises approx- 
imately 738 acres. The units were constructed in 1942 and 1943 and are 
the so-called demountable-type housing which is designed so that the dwellings 
may be used permanently on the original site, but prefabricated in a factory or 
on the site so that they may be demounted and reerected elsewhere if necessary. 
It was understood at the time of their construction that the units would be re- 
moved after the war emergency, and it has been determined by this Agency that 
the removal should proceed. Accordingly, 394 of the units which are now vacant 
are in process of being sold by the Government for off-site use on an individual 
structure basis with preference to veterans. An additional 507 units are to be 
offered for off-site sale on a similar basis in the near future. In addition to this 
total of 901 units, 761 units were vacant as of February 1, 1955. 

Several months ago, the cities of Warwick and Hampton jointly approached 
the Public Housing Administration with the request that they be permitted, 
either themselves or through a joint housing authority or corporation, to purchase 
the entire site of the Copeland-Newsome project together with 2,099 of the housing 
units for their appraised value. It is understood that the plans of the cities con- 
template that they will remove the housing structures progressively within 4 
period of 5 years and attempt to sell the property for industrial use, it being the 
desire of the cities to encourage the establishment of varied industries in this 
locality which is now largely dependent upon shipbuilding as a source of employ- 
ment. Recently, the city of Hampton informally agreed, however, to the sale by 
PHA for an on-site use either to the cities or others of some 496 of the project units 
located in the northern section on approximately 115 acres of land. 

It was explained to the city officials that certain statutory preferences must be 
exhausted before the cities could acquire the units located on the land sought to 
be acquired, and that these preferences could be overcome only by special legisla- 
tion. At the request of the city managers of Warwick and Hampton, we have 
deferred advertising the Ferguson Park project for sale until the Congress has 
considered the proposed legislation. We are proceeding, however, with the 
off-site sale of the unoccupied buildings in the Copeland-Newsome project. 

In the absence of special circumstances justifying such action, this Agency 
continues generally to recommend against enactment of special legis!ation dealing 
with the disposal of federally owned housing. Since in this case it appears that 
the objective sought to be achieved by the cities of Warwick and Hampton is in 
the publie interest and that the acquisition of these projects is part of a long- 
range plan of each city for its development, this Agency would interpose no objec- 
tion to the enactment of H. R. 3327, provided the amendments described below 
are incorporated in the bill. 

On page 1 at the end of line 5, insert the following: “on the basis of an appraisal 
made by an independent real estate expert.” 

In line 12 on page 2 of the bill, insert the following clarifying words between 
the words “all” and “or’’: “of the right, title, and interest of the United States in 
and to both’, 

Add a new section at the end of the bill, as follows: 

“Sec, 2. The provisions of this Act shall be effective only during the period 
ending six months after the date of approval hereof.” 
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As section 607 of the Lanham Act provides that in the disposition of permanent 
housing preference shall be given to occupants and veterans over other prospective 
purchasers for such period as the Administrator may determine, legislation along 
the line of the proposed bill would be required to enable us to sell this property to 
the municipalities involved. 

The proposed new section 2 would require that the preference for purchase 
provided in this bill be exercised within a 6-month period after enactment of the 
billor else lost. This would prevent undue delay in the disposition of the property 
under present disposition authority. 

This report is without objection insofar as the Bureau of the Budget is con- 
cerned. 

Sincerely yours, 
Ausert M. Coxe, Administrator. 


O 
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Mr. Enotes, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 1843} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 1843) authorizing the Secretary of the Interior 
to transfer certain property of the United States Government (in the 
Wyoming National Guard Camp Guernsey target and maneuver area, 
Platte County, Wyo.), to the State of Wyoming, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 2, line 6, at the beginning of the line insert the following 
language: 

Southwest quarter northwest quarter, section 1; lots 3 and 4, west half south- 
east quarter section 3; 

Page 2, line 7, after the words “section 7” insert “southeast quarter 
northeast quarter section 13;’. 

Page 2, line 13, after the words “southeast quarter” insert a comma. 

Page 3, lines 13 and 14, strike the words “seven thousand six hun- 
dred and eighty” and insert in lieu thereof the words “five thousand 
seven hundred and _ eighty”’. 

Page 5, line 10, after the word “lands” insert ‘described below 
for the purposes’’. 

Page 5, line 14, strike the words “south half” and insert in lieu 
thereof “southeast quarter’’. 

Page 5, lines 17 and 18, strike the words “lots 3 and 4, west half 
southeast quarter section 3”, 
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Page 5, lines 23 and 24, strike the following words “, southeast 
quarter northeast quarter’’. 

Page 5, line 24, after the words “section 13” strike the semicolon, 
insert in lieu thereof a comma and add the following: “all in township 
27 north, range 67 west;”. 

Page 6, line 1, strike the figure 38” 


») 


and insert in lieu thereof the 
figure ‘28 


PURPOSE OF THE BILL 


The purpose of the bill is to convey certain public lands situated 
near Lake Guernsey, Platte County, Wyo., to the State of Wyoming 
for the purpose of blocking out a proposed artillery range for the use 
of the National Guard of Wyoming and other States. 

No money compensation is to be charged for these lands, since the 
lands are to be devoted to a national purpose, and there are strict 
limitations as to the use of such lands. 

he bill provides for a reversion of title to the United States with 
all improvements made by the State of Wyoming during its occupancy 
without compensation therefor. The property involved is made avail- 
able to the United States for Federal use in the event of war or other 
national emergency. 

‘he lands dealt with in this bill comprise about 7,680 acres in the 
waiershed of a tributary to the North Platte area, along the shoreline 
of the Guernsey Lake. About 1,400 of the 7,680 acres were with- 
drawn for reclamation purposes in connection with operation of the 
Guernsey Reservoir. <A portion of these public lands are under water 
part of the year. For that reason the State of Wyoming and the 
Department of the Interior have agreed that title to lands in this 
reclamation withdrawal should remain in the United States but with 
provision for use of such lands for National Guard purposes. ‘The 
bill so provides. 

In addition the bill provides that revenues from the lands shall be 
expended for the protection, maintenance, and preservation of the 
lands, with the provision that the United States and the State of 
Wyoming shall share equally in any revenue beyond the cost for those 
purposes. 

The rights of grazing lessees are fully protected under the bill. 

An identical measure was reported favorably by the Senate Com- 
mittee on Interior and Insular Affairs in the 83d Congress and was 
approved by the Senate. There is no objection by the Bureau of the 
Budget or the Department of the Interior to the enactment of this 
measure. 

The report from the Department of the Interior follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 6, 1956. 
Hon. Cuatr Enate, 
Chairman, Committee on Interior and Insular Affairs, 
“louse of Representatives, Washington, D. C. 

My Dear Mr. Enate: This is in reply to your request for the views of this 
Department on H. R. 1843, a bill authorizing the Secretary of the Interior to 
transfer certain property of the United States Government (in the Wyoming 
National Guard Camp Guernsey target and maneuver area, Platte County, Wyo.) 
to the State of Wyoming. 

We would have no objection to the enactment of H. R. 1848, if it were amended 
as suggested below. 

H. Rept. 665 
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H. R. 1848, if enacted, would direct the Secretary of the Interior to transfer 
about 7,680 acres of public lands, together with all improvements thereon, to the 
State of Wyoming without compensation. The lands transferred are to be used 
primarily for training of the National Guard or Air National Guard and for other 
military purposes, and, if the State should fail to abide by that requirement, title 
to the land and all improvements thereon would immediately revert to the United 
States, and the State would receive no compensation. Title to all minerals in the 
conveyed lands would remain in the United States. The United States, moreover, 
could, without compensation to the State, reenter the property in time of national 
emergency in the interest of national defense. The Secretary of the Interior 
would also be directed, by section 2, to issue a permit to the State for the free use 
for similar purposes, of certain lands now withdrawn for reclamation purposes. 
Section 3 would permit the State of Wyoming to dispose of interests and rights in 
the land by lease, license, or easement, provided that the exercise of such rights 
and uses would not interfere with the land’s use for the purposes specified in sec- 
tion 1. Revenues derived from such transactions would be expended for the pro- 
tection, maintenance, and preservation of the land for those purposes and the pro- 
tection and preservation of the natural resources on those lands. Any residual 
revenue beyond the cost of those purposes is to be shared equally by the United 
States and the State of Wyoming. 

We have been informed that the State has begun the purchasing, for use as a 
National Guard training area, of private lands intermingled with the public lands 
described in the bill. It is understood that purchased private lands will cover 
about two-thirds of the proposed training area. 

This Department, naturally, is not qualified to comment on the suitability of 
this area for military training purposes, or even on the need of the State for a 
training area. On these matters the Department of Defense is much better 
qualified to comment than we are. We can merely state that, if the Congress 
should regard the conveyance of lands as necessary and the lands themselves as 
suitable for these purposes, we would have no objection to the transfer. 

The publie lands affected by H. R. 1843 are in a watershed area, tributary to 
the North Plaite River, where the erosion menace is critical. ‘The depositing of 
silt in the Guernsey Reservoir from the erosion of upstream lands is rapidity 
reducing the water-storave capacity of this reservoir. ‘the lands have been used 
chiefly for grazing under leases issued to grazing operators who own the adjoining 
lands. We know of no Federal need for the lands. With respect to the question 
of watershed protection, it is true that the interest of the United States in retarding 
and preventing erosion continues. However, since the United States owns only 
a portion of the lands in the watershed, continued ownership of the lands in 
question provides only partial protection. H.R. 1843 provides in section 3 that 
the State shall use revenues from the granted lands “for the protection and 
preservation of the natural resources thereon.” This appears under the circum- 
stances to be a satisfactory substitute for Federal ownership of the property. 
With respect to the present use of the lands by grazing lessees, it should bi noted 
that the leases were issued pursuant to the Taylor Grazing Act of 1934, one of the 
purposes of which was to assist, by providing for continuity of tenure, in the 
stabilization of the western livestock industry. Section 2 (a) of H. R. 1843 pro- 
vides for the payment of compensation by the State to grazing lessees for losses 
resulting from the use of the lands for the purposes of the bill, and the giving of 
preference richis to present lessees for such future grazing use of the lands as may 
be consistent with the purposes of the grant. We consider these provisions as a 
suitable adjustment between the need for the lands for military purposes and 
their need for grazing purposes. 

The bill provides that title to the lands described in the bill, together with all 
improvements made by the State during its occupancy, shall “immediately” 
revert to the United States, without compensation, in the event that the lands 
are not used for the purposes specified in the bill. Conveyances of land under the 
tecreation Act of June 14, 1926, as amended by the act of June 8, 1954 (68 Stat. 
173; Public Law 387, 83d Cong.) provide for a reversion of title to the United 
States if the lands are used for other than the specified purposes within 25 years 
after the conveyances, while H. R. 1843 would require a reversionary clause 
unlimited in duration. However, since the Recreation Act provides for monetarv 
compensation for the lands conveyed and H. R. 1843 does not, the two pieces 
of legislation may not be inconsistent. An unlimited reversionary clause is also 
consistent with the clause mentioned above which provides for reentry by the 
United States in time of national emergency. Section 3 requires the State to 
use revenues from the lands for the ‘‘protection, maintenance, and preservation 
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of such lands for the purposes expressed”’ in the bill, as well as for the protection 
and preservation of natural resources to which reference was previously made, 
Any excess of revenues above costs of such activities would be shared equally by 
the United States and the State of Wyoming. Coupled with the fact that H. R. 
1843 contains a national emergency recapture clause, these provisions adequately 
cover the mutual interest of the State and the United States in the use and 
preservation of the lands and make any other provisions for compensation 
undesirable. 

The provisions of H. R. 1843 are somewhat similar to those of the act of July 
14, 1954 (Publie Law 493, 83d C ong.; 68 Stat. 474) which granted Federal lands 
in the Camp Blanding Military Reservation to the Armory Board, State of 
Florida, without compensation. 

There are certain errors in the land descriptions contained in H. R. 1843. We 
suggest therefore that the following changes be made: 

(1) Place a comma after “southeast quarter” at the end of line 13, page 2 

(2) After “section 13” in line 24, page 5, substitute a comma for the semicolon 
and insert thereafter “all in township 27 north, range 67 west;”’ 

(3) Change “38” to “28” in line 1, page 6. 

Furthermore, a check of status shows that a portion of the lands in township 27 
north, range 67 west which are listed in section 2 (b) of the bill are not withdrawn 
for reclamation and therefore title to them should be transferred under section 1 
of the bill. We suggest, therefore, these additional changes: 

(4) Insert at beginning of line 6, page 2, ‘“‘Southwest quarter northwest quarter, 
section 1; lots 3 and 4, west half southeast quarter section 3;” 

(5) Insert after ‘section 7” in line 7, page 2, “southeast quarter northeast 
quarter section 13;” 

(6) Delete “south half” in line 14, page 5, and substitute therefor “southeast 
quarter” 

(7) Delete “‘lots 3 and 4, west half southeast quarter section 3” in lines 17 and 
18, page 5. 

(8) Delete comma and “‘southeast quarter northeast quarter” in lines 23 and 
24, page 5. 

(9) Delete ‘‘seven thousand six hundred and eighty” in lines 13 and 14, page 3, 
and substitute therefor ‘‘five thousand seven hundred and eighty” 

Finally, we have assumed that certain words were inadvertently omitted from 
the text of H. R. 1843. We believe that it would be consistent with the intent of 
the bill if the words “‘described below for the purposes” were inserted after ‘‘lands” 
in line 10, page 5. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


The suggested amendments have been approved and are contained 
in the bill as reported. 
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Mr. Enatr, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8S. 266] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 266) authorizing the Secretary of the Interior to 
transfer certain property of the United States Government (in the 
Wyoming National Guard Camp Guernsey target and maneuver 
area, Platte County, Wyo.) to the State of Wyoming, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to — certain public lands situated 


near Lake Guernsey, Platte County, Wyo., to the State of Wyoming 
for the purpose of blocking out a proposed artillery range for the use 
of the National Guard of Wyoming and other States. 

No money compensation is to be charged for these lands, since the 
lands are to be devoted to a national purpose, and there are strict 
limitations as to the use of such lands. 

The bill provides for a reversion of title to the United States with 
all improvements made by the State of Wyoming during its occupancy 
without compensation therefor. The property involved is made 
available to the United States for Federal use in the event of war or 
other national emergency. ; 

The lands dealt with in this bill comprise about 7,680 acres in the 
watershed of a tributary to the North Platte area, along the shoreline 
of the Guernsey Lake. About 1,400 of the 7,680 acres were withdrawn 
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for reclamation purposes in connection with operation of the Guernsey 
Reservoir. A portion of these public lands are under water part of 
the year. For that reason the State of Wyoming and the Department 
of the Interior have agreed that title to lands in this reclamation with- 
drawal should remain in the United States but with provision for use 
of such lands for National Guard purposes. The bill so provides. 

In addition, the bill provides that revenues from the lands shall be 
expended for the protection, maintenance, and preservation of the 
lands, with the provision that the United States and the State of 
Wyoming shall share equally in any revenue beyond the cost for those 
purposes. 

The rights of grazing lessees are fully protected under the bill. 

An identical measure was reported favorably by the Senate com- 
mittee on Interior and Insular Affairs in the 83d Congress and was 
approved by the Senate. There is no objection by the Bureau of the 
Budget or the Department of the Interior to the enactment of this 
measure. 


The report from the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 26, 1956. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator Murray: This is in reply to your request for the views of 
this Department on 8. 266, a bill authorizing the Secretary of the Interior to 
transfer certain property of the United States Government (in the Wyoming 
National Guard Camp Guernsey target and maneuver area, Platte County, Wyo.) 
to the State of Wyoming. 

We would have no objection to the enactment of S. 266, if it were amended as 
suggested below. 

S. 266, if enacted, would direct the Secretary of the Interior to transfer about 
7,680 acres of public lands, together with all improvements thereon, to the State 
of Wyoming without compensation. The lands transferred are to be “used 
primarily for training of the National Guard or Air National Guard and for other 
military purposes,” and, if the State should fail to abide by that requirement, 
title to the land and all improvements thereon would immediately revert to the 
United States, and the State would receive no compensation. Title to all minerals 
in the conveyed lands would remain in the United States. The United States, 
moreover, could, without compensation to the State, reenter the property in time 
of national emergency in the interest of national defense. The Secretary of the 
Interior would also be directed, by section 2, to issue a permit to the State for 
the free use for similar purposes of certain lands now withdrawn for reclamation 
purposes. Section 3 would permit the State of Wyoming to dispose of interests 
and rights in the land by lease, license, or easement, provided that the exercise of 
such rights and uses would not interfere with the land’s use for the purposes speci- 
fied in section 1. Revenues derived from such transactions would be expended 
for the protection, maintenance, and preservation of the land for those purposes 
and the protection and preservation of the natural resources of those lands. Any 
residual revenue beyond the cost of those purposes is to be shared equally by the 
United States and the State of Wyoming. 

We have been informed that the State has begun the purchasing, for use as a 
National Guard training area, of private lands intermingled with the public lands 
described in the bill. It is understood that purchased private lands will cover 
about two-thirds of the proposed training area. 

This Department, naturally, is not qualified to comment on the suitability of 
this area for military training purposes, or even on the need of the State for a 
training area. On these matters the Department of Defense is much better quali- 
fied to comment than we are. We can merely state that, if the Congress should 
regard the conveyance of lands as necessary and the lands themselves as suitable 
for these purposes, we would have no objection to the transfer. 
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The public lands affected by S. 266 are in a watershed area, tributary to the 
North Platte River, where the erosion menace is critical. The depositing of silt 
in the Guernsey Reservoir from the erosion of upstream lands is rapidly reducing 
the water-storage capacity of this reservoir. The lands have heen used chiefly 
for grazing under leases issued to grazing operators who own the adjoining lands. 
We know of no Federal need for the lands. With respect to the question of water- 
shed protection, it is true that the interest of the United States in retarding and 
preventing erosion continues. However, since the United States owns only @ 
portion of the lands in the watershed, continued ownership of the lands in question 
provides only partial protection. S. 266 provides in section 3 that the State shall 
use revenues from the granted lands “for the protection and preservation of the 
natural resources thereon.” This appears under the circumstances to be a satis- 
factory substitute for Federal ownership of the property. With respect to the 
present use of the lands by grazing lessees, it should be noted that the leases were 
issued pursuant to the Taylor Grazing Act of 1934, one of the purposes of which 
was to assist, by providing for continuity of tenure, in the stabilization of the 
western livestock industry. Section 2 (a) of S. 266 provides for the payment of 
compensation by the State to grazing lessees for losses resulting from the use of 
the lands for the purposes of the bill, and the giving of preference rights to present 
lessees for such future grazing use of the lands as may be consistent with the pur- 
poses of the grant. We consider these provisions as a suitable adjustment be- 
tween the need for the lands for military purposes and their need for grazing 
purposes. 

The bill provides that title to the lands described in the bill, together with all 
improvements made by the State during its occupancy, shall “immediately” 
revert to the United States, without compensation, in the event that the lands 
are not used for the purposes specified in the bill. Conveyances of land under 
the Recreation Act of June 14, 1926, as amended by the act of June 8, 1954 (68 
Stat. 173; Publie Law 387. 83d Cong.) provide for a reversion of title to the 
United States if the lands are used for other than the specified purposes within 
25 vears after the conveyances, while 5. 266 would require a reversionary clause 
unlimited in duration. However, since the Recreation Act provides for monetary 
compensation for the lands conveyed and §S. 266 does not, the two pieces of 
legislation may not be inconsistent. An unlimited reversionary clause is also 
consistent with the clause mentioned above which provides for reentry by the 
United States in times of national emergency. Section 3 requires the State to 
use revenues from the lands for the “protection, maintenance, and preservation 
of such lands for the purposes expressed”’ in the bill, as well as for the protection 
and preservation of natural resources to which reference was previously made. 
Any excess of revenues above costs of such activities would be shared equally 
by the United States and the State of Wyoming. Coupled with the fact that 8. 
266 contains a national-emergency recapture clause, these provisions adequately 
cover the mutual interest of the State and the United States in the use and 
preservation of the lands and make any other provisions for compensation 
undesirable. 

The provisions of 5. 266 are somewhat similar to those of the act of July 14, 1954 
(Public Law 498, 88d Cong.; 68 Stat. 474), which granted Federal lands in the 
Camp Blanding Military Reservation to the Armory Board, State of Florida, 
without compensation. 

There are certain errors in the land descriptions contained in 8. 266. We 
suggest, therefore, that the following changes be made: 

(1) Place a comma after “southeast quarter” in line 14, page 2 

(2) Place a comma after “northwest quarter” in line 21, page 2. 

(3) After “Section 13” in line 1, page 6, substitute a comma for the semicolon 
and add “all in township 27 north, range 67 west,’’. 

(4) Change “township 88 north” to “township 28 north” in line 2, page 6. 

Furthermore, a check of status shows that a portion of the lands in township 
27 north, range 67 west which are listed in section 2 (b) of the bill are not with- 
drawn for reclamation and therefore title to them should be transferred under 
section 1 of the bill. We suegest, therefore, these additional changes: 

(5) Insert at beginning of line 7, page 2, ‘“‘Southwest quarter northwest quarter, 
section 1; lots 3 and 4, west half southeast quarter section 37’. 

(6) Insert at end of line 8, page 2, “southeast quarter northeast quarter section 
is; 


(7) Delete “south half’ in line 16, page 5, and substitute therefor “‘southeast 
quarter’. 


H. Rept. 666 
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(8) _—— “lots 3 and 4, west half southeast quarter section 3” in line 20, 


pees Delete comma at end of line 25, page 5, and “southeast quarter northeast 
quarter” in line 1, page 6. 

(10) Delete “seven thousand six hundred and eighty” in lines 14 and 15, page 3, 
and substitute therefor “five thousand reven hundred and eighty”’. 

Since I am informed that there is a particular urgency for the submission of the 
views of the Department, this report has not been “cleared through the Bureau of 
the Budget and, therefore, no commitment can be made concerning the relation- 
ship of the views expressed herein to the program of the President. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


The amendments suggested in the Department’s report are in- 
corporated in S. 266 as passed by the Senate and reported herewith. 
H. Rept. 666 
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Mr. Kier, for the Committee on Interstate and Foreign Commerce, 
submitted the following 


INTERIM REPORT 
{Pursuant to H. Res. 105, pertaining to a newsprint study] 


The Committee on Interstate and Foreign Commerce was authorized 
by House Resolution 105, acting as a whole or by subcommittee, to 
investigate and study the current and prospective consumption of 
newsprint; the current and prospective production and supply, factors 
affecting such production and supply, and possibilities of additional! 
production through the use of alternate source materials.! 


Such authorization continues that made to the committee since the 
78th Congress.” 


Pursuant to this resolution, the chairman of the committee referred 
this proposed study to a subcommittee on Commerce and Finance, 
under the chairmanship of Arthur G. Klein, and Messrs. Granahan, 
Moulder, Staggers, Friedel, Bennett of Michigan, Beamer, Bush, and 
Schenck, as additional members. 


h Cone 
e from January 3, 1955, the Committee on Interstate and Foreign Commerce may 
tudies into the following matters within its jurisdiction— 
* * * 
rospective consumption of newsprint and other papers used in the printing ol 
or such other public ns 9s are admitted to second-class mailing privileges; 
rodt ly of such papers, factors affecting such production 
n through the use of alternate source materials: 
* . * 

For the purpos {sn ions and studies the committee, or any subcommittee thereof, may 
sitand act during the present Conere it such times and places within or outside the United States, whether 
the House is in sessior wliourned, to hold such hearings, and to require, by subpena or 
otherwise, the att f such witnesses and the prodnetion of such books, records, 
correspon } randa, 1 ers, and documents, as it deems net iry. Subpenas may be issued 
under the signat committee or any member of the committee designated by hit 
and may be ser ted by such chairman or member. 

The commi t any time during the present Congress the results of any in- 
ithority of this resolution, together with sueh recommendations as it 
deems appronriate. Any report shall be filed with the Clerk of the House ii the House is not in session. 

2H. Res. $8, 78th Cong.; H. Res. 93, 79th Cong.; H. Res. 116, 82d Cong.; H. Res. 126, 88d Cong 
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For many years the House Committee on Interstate and Foreign 
Commerce has given active consideration to the problems involved 
in an adequate supply of newsprint for the needs of our publications. 
More recently during the war and the Korean troubles, the committee 
has directed especial attention to the assurances of such supplies of 
newsprint during periods when the Nation’s materials and productive 
capacities were being directed into the preservation and strengthening 
of our own national defense. 

While the situation today does not look to be as acute as it was 
several years ago, nevertheless there still is a grave question whether 
there is any assurance that newsprint users in the near or longer term 
will get all of the newsprint they may want. 

During the last Congress this committee carefully examined into 
the availability of supplies, the prospective demand for newsprint, 
the effect on supplies of restrictions on source materials such as sul- 
fur, the possibilities of expanding newsprint manufacturing facilities, 
and the possibilities of securing additional production from existing 
mills. In such connection also the committee has given attention to 
the potentialities of increased production outside of the 48 States 
themselves, giving much thought to Alaska, Canada, Latin America, 
and elsewhere, and to production by utilizing materials other than 
woodpulp, such as bagasse. 

In order to be brought up to date on the broad picture as it now 
exists, and receive an indication of the factors which might bear 
adversely upon adequate supplies in the future, the subcommittee 
initiated its survey into this subject with hearings in March during 
which witnesses from the Department of Commerce presented the 
general outlook, and from the Department of Agriculture described 
possibilities of increased production from timber and other resources. 

Appearing at that time were Mr. Russell C. Flom, Assistant Ad- 
ministrator, Business and Defense Services Administration, and 
Messrs. F. C. Talbot, Jr., Joel B. Ware, and W. LeRoy Neubrech, of 
the Forest Products Division, Department of Commerce; Mr. Ira J. 
Mason, Director, Division of Timber Management, and Mr. Horace 
R. Josephson, Chief of Division of Forest Economics, Forest Service, 
and Dr. G. E. Hilbert, Director, Utilization Research, Agricultural 
Research Service, Department of Agriculture. 

While from this broad survey, the subcommittee has now under 
consideration what further attention on specific items may be war- 
ranted, the subcommittee is of opinion at this time that a summary of 
the highlights of this testimony should be presented to the House so 
that it may be informed of the present situation. 


DEMANDS FOR NEWSPRINT IN THE UNITED STATES 


During 1954 the demand for newsprint in the United States could 
be safely measured by the apparent consumption since supplies were 
available to meet all needs. A similar situation existed in 1953. In 
1954, apparent United States consumption of newsprint totaled 
6,082,000 tons, recording a very slight decline under the apparent 
consumption of 6,090,000 tons in 1953. 

It is believed that there were two factors which were primarily 
responsible for the leveling off in newsprint consumption in 1954 as 
compared with the previous year. One factor was the increasing 
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trend of many of the larger newspaper publishers to reduce column 
widths with the result that in those cases the average newspaper page 
is now about 1 inch less than formerly. This trend toward narrower 
column widths has been going on for the past few years and possibly 
reached a high point in 1954.* For those newspaper publishers who 
have reduced column widths, there is an indicated tonnage reduction 
in newsprint consumption. Since there are no data available as to 
the actual reductions in column widths by various newspapers, there 
is no basis for determining the apparent total reduction in consump- 
tion of newsprint brought about by this change. The other factor 
which probably had some effect on the consumption of newsprint in 
1954 was the slightly lower level of the total economic activity of the 
United States for the year as measured by the gross national product. 

For 1955 it is estimated that United States newsprint consumption 
will increase about 125,000 tons over 1954. This estimate is based 
upon the assumption that business activity in general will increase and 
that newsprint consumption will resume its normal long-term upward 
trend averaging about 2 percent a year. During the first 2 months of 
1955 industry statistics indicate an increase in United States consump- 
tion of 5.7 percent over the first 2 months of 1954. 

The following is a tabulation showing United States production, 
imports, exports, domestic consumption, and inventories of newsprint 
paper for 1939 and for 1949-54. 


Newsprint—United States production, imports, exports, domestic consumption and 
inventories 


{In thousands of short tons 





1954 ? 1953 1952 1950 | 





4,992 | 5,004 


Total new supply 6,184 | 6,073 | 6,142 
TU sos a 140 | 47} 105 


4, 863 





1,192 | 1,069 130 | : 1,013 


5,876 | 
44 | 








Net new supply ! 6,044 | 6,026 | 6,034 | 
Inventory change —38 4 +94 | 


Apparent United States consumption | 6,082 | 6,090 | 5,940 | 5,903 | 











1 Adjusted for imports which were reexported. 
3 Preliminary. 


Source: Production, export, import data from Bureau of the Census; inventory data from Newsprint 
Service Bureau and American Newspaper Publishers Association. 
Prepared by Forest Products Division, BDSA. U. S. Department of Commerce (March 1955). 


SUPPLY OF NEWSPRINT 


During the past 2 years the total new supply of newsprint available 
in the United States, as indicated from the above table, has consisted 
of about 5 million tons of imports, largely from Canada, and from 
about 1,100,000 to 1,200,000 tons of domestic production. Of this 
total supply, exports in 1953 were 47,000 tons and in 1954 were 140,000 


3‘The narrower column widths being adopted by many of the large newspapers in the United States 
are reflected in their orders for newsprint from the newsprint paper mills for narrower rolls. For the ma- 
jority of newsprint mills, this means an actual loss in prodnction of newsprint, since newsprint machine 
trim widths were designed to produce multiple rolls of newsprint of former customary widths. Such ma- 
chines have to be run at their full machine trim, which means that orders for roll widths not matching the 
machine width make it necessarv for the paper coming off the machine to be further trimmed; and this 
paper, for the most part, is called broke, and goes back into the beaters. In some instances the necessary 
trim off the newsprint paper machine, if sufficiently wide, may be sold as “side runs”’ and used in the manu- 
facture of inexpensive tablets or for other sundry purposes, 
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tons, leaving available for domestic consumption somewhat in excess 
of 6 million tons each year. Because of the easier availability of 
newsprint, publishers have shown a tendency to reduce their inven- 
tories accumulated largely in 1951-52. This reduction, amounting to 
64,000 tons in 1953 and 38,000 tons in 1954, went into actual 
consumption. 

Imports of newsprint, mostly from Canada, have remained rela- 
tively steady in the last 3 years, and in 1954 were less than in either 
1953 or 1952. On the other hand, United States production of news- 
print has been rising steadily for several years. In fact, in 1954 
United States production of newsprint totaled 1,192,000 tons, being 
nearly 200,000 tons greater than in 1950, and the largest output since 
1931. 

The following table discloses the source of United States imports of 
newsprint during the past 3 years: 


Newsprint—United States imports by country of origin 


{In 1,000 short tons} 





19541 | 1953 | 1952 | 1951 | 1950 | 1949 | 1939 





Total? i 5, 004 | 5,033 | 4,963 | 4,863 4, 639 | 2, 615 

Canada 3 " 4,864 | 4,841 4, 850 | 4, 690 4, 382 2, 305 
145 162 160 | 

Sweden_- Z 5 16 16 30 | 
United Kingdom a i a aldeblanaciasis Tenens eet 
Norway..-.--- 
France 
All other countries 





1 Preliminary. 
4 Data do not necessarily add because of rounding. 
3 Includes Newfoundlind, 
4 Less than 500 short tons, 


Source: Bureau of the Census. Prepared by Forest Products Division, BDSA, U. S. Department of 
Commerce (Mareh 1955). 


Factors affecting s upply 

{t is anticipated that imports of newsprint from overseas sources 
may coniinue to decline further, while imports from Canada probably 
will continue on a moderate upward trend. It is expected that total 
imports from all sources in the years just ahead may not account for 
much larger percentages of total United States supply as a result of 
increasing United States production brought about through growth 
in the United States capacity. 

Starting in 1950, accelerated amortization has been granted to 
United States firms for facilities to produce 566,000 tons of newsprint 
on an annual basis. In addition, there has been capacity added by 
existing mills through specdups or modernization of existing machinery 
and equipment. In 19590, total United States newsprint capacity was 
reported at 992,000 tons. By the end of 1956 it is estimated that 
domestic capacity (ineluding Alaska) will total 1,760,000 tons and by 
the end of 1957 will total 1,885,000 tons. 

The following United States newsprint mills have received acceler- 
ated tax-amortization certificates: 

Bowaters Southern Paper Co., Charleston, Tenn, 
Great Northern Paper Co., Millinocket, Maine 
Publishers Paper Co., Oregon City, Oreg. 
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Southland Paper Co., Lufkin, Tex. 

West ‘Tacoma Newsprint Co., West Tacoma, Wash. 
Valentine Pulp & Paper Co., Lockport, La. 
Georgia-Pacific Plywood Co., Juneau, Alaska 

In Canada both capacity and the production of newsprint have in- 
ereased materially in the past several years. According to published 
Canadian statistics, their estimated capacity as of January 1, 1955, 
was 6,040,000 tons compared with 5,227,000 tons in 1950. Increases 
in Canadian capacity have been almost entirely the result of moderni- 
zation and speedups in existing mills. Only one new Canadian mill 
has been built in the past decade. Further, according to Canadian 
data, it is estimated that production for the vear 1955 may total from 
6,050,000 to 6,150,000 tons. It is understood that Canadian capacity 
and production data are based, for the most part, on 6-day-per-week 
mill operations. Canadian capacity and production could be in- 
creased very materially if mills were placed on a 7-day. week operating 
basis which recent press reports indicate the Canadian industry is 
seeking to do, 

World demand for newsprint has been increas sing steadily since the 
end of World War IL and it is estimated that effective world demand 
in 1955 (aecording to a published Canadian report covering estimates 
of world supply and demand) will be approximately 12,114,000 tons 
ecainst an indicated production of 12,283,000 tons and a world news- 
print capacity of 12,796,000 tons. 

Since World War II the distribution of all newsprint imported in 
the United Kingdom has been mede by the Newsprint Supply Co., 
a British Government ageney. The British Government has author- 
ized the Newsprint Supply Co. foreign currencies allocations for 1955 
to the extent that an additional 115,000 long tons of newsprint may 
be imported during the year above the quantity imported in 1954, 
bringing expected total imports in 1955 to 450,000 long tons. Approx- 
imately 300,000 tons are proposed to originate in C ‘anada, and the 
remaining 150,000 tons from the Scandinavian mills. In addition, 
British newspapers expect to have available from the United Kingdom 
newsprint mills for domestic use about 400,000 tons, making a total 
available supply for British newspapers in 1955 of 850,000 tons. 

In 1954 it was estimated that British newspapers used about 735,000 
long tons compared to 1,070,000 tons in 1939. <A return to prewar 
rates of consumption, or higher, obviously would have a significant 
bearing on the world supply situation. During March 1955 con- 
siderable discussion has taken place in the British Parliament con- 
cerning suggestions that the United Kingdom Government withdraw 
completely from the newsprint-rationing scheme, leaving consumers 
and the producers to work out a voluntary method of newsprint dis- 
tribution through the Newsprint Supply Co. There have been pre- 
dictions in British circles that if rationing is abandoned, consump- 
tion might be double prewar usage 


Additional SOUTCES of newsprint 


Current evidence points to increasing domestic production of news- 
print from domestic forest resources. Only recently, innovations in 
the pulping of various species of hardwoods for use in high-quality 
newsprint have been found commercially successful. A large news- 
print company in Maine completed new facilities in 1954 for the use 


74009°—57 H. Rept., 84-1, vol. 3——18 
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of hardwoods pulped by the chemi-groundwood process. Up to now 
southern hardwoods have not been used commercially in the manu- 
facture of newsprint. 

The pulp industry might expand its raw-material base through 
greater use of hardwoods and mill residues. The southern pulp 
industry still depends upon southern pine for about 85 percent of its 
total wood requirements, yet more than half of the timber in the 
South is hardwoods, and a surplus of hardwood growth is available. 
Hardwoods are used to some extent for a number of types of paper 
and board, and research in new semichemical pu!ping processes 
points to large potentialities in use of hardwoods. Experience at the 
Great Northern Paper Mill in Maine has ienteaivened that northern 
hardwoods can be used effectively for newsprint in the form of chemi- 
groundwood pulp. Other research in semichemical pulping at the 
Forest Products Laboratory in Madison, Wis., and at other research 
institutions shows that a wide variety of hardwood species are tech- 
nically suitable for newsprint, as well as other grades of paper and 
board. Successful tests have been made using semichemical hard- 
wood pulps for as much as 80 percent of newsprint furnish. Large- 
scale commercial trials are needed to confirm these results under 
practical operating conditions. If southern newsprint mills were to 
use hardwoods as well as pine their raw-material base would be 
substantially enlarged. 

Available timber resources in both the United States and Alaska offer 
certain opportunities for further expansion of pulp and paper produc- 
tion, including newsprint. ‘These opportunities exist particularly in 
southeast Alaska, in the Rocky Mountains and west coast regions, and 
in limited locations in the South. 

With regard to Alaska, the potentialities for pulp and paper produc- 
tion, particularly in southeastern Alaska, have been well publicized. 
In this area, most of the timber suitable for use in pulp is practically 
all within the Tongass National Forest. Timber production in the 
Tongass Forest could be expanded to approximately 1 billion board 
feet annually. Adequate hydroelectric power can be developed close 
to the various potential plant sites at reasonable cost. There is an 
abundance of pure fresh water for processing purposes. Plant sites 
adjacent to the developed towns of Juneau, Sitka, and Ketchikan are 
available. These and other locations have harbor and port facilities 
for coastal, intercoastal, or transocean shipping. 

The Forest Service has systematically contacted pulp and paper 
company executives, newsprint consumers, and other industrial exec- 
utives whenever any indication was obtained that such persons might 
have an interest in the development of a pulp or paper enterprise in 
Alaska. 

The Forest Service believes the time has arrived where it is possible 
to develop a major pulp and paper industry in Alaska which can com- 
pete suecessfuly in national and world markets. 

The first major woodpulp plant in Alaska is now in operation at 
Ketchikan. A second important forest products industry develop- 
ment has been initiated for the vicinity of Wrangell for an integrated 
lumber, plywood, and pulp industry. The interested company has 
qualified with the Forest Service and the final contract will be executed 
soon. Another United States company has a certificate of necessity 
for accelerated tax amortization for a large newsprint mill in the 
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vicinity of Juneau, which was referred to in an earlier section of this 
report. 

Japanese industrial interests have been exploring the possibilities 
of obtaining Alaskan timber since about 1951. In 1953 several 
croups of Japanese visited Alaska and the United States to explore 
the possibilities further. A group of Japanese pulp and rayon manu- 
facturers organized the Alaska Pulp Co., Ltd., of Tokyo, early in 
1953 for the purpose of establishing a pulp and lumber enterprise in 
Alaska. In December 1953, this group established the Alaska Lumber 
& Pulp Co., under the laws of Alaska, and this latter firm has ieased 
an additional sawmill at Wrangell for 5 years. In April 1954, the 
Alaska Lumber & Pulp Co. applied for a major pulp-timber sale in 
the Sitka area. The Forest Service announced that this application 
had been received, but action to prepare such a timber sale offering 
was being held in abeyance until additional information on the 
organization and plans of the applicant had beep obtained. Since 
then the Japanese company has supplied to the Forest Service qualify- 
ing information, including financial standing. As a consequence, the 
Forest Service now plans to proceed with necessary fieldwork to 
prepare a major pulp-timber offering in the Sitka area as soon as the 
work on the Juneau pulp-sale project is advertised, which may be 
this year. 

During the past 20 years the Agricultural Research Service has been 
engaged in research toward practical and feasible process for producing 
pulp from agricultural residues. Examples of the type of agricultural 
residues that are collected at processing centers are bagasse, peanut 
shells, rice hulls, oat hulls, and nut shells. Of these, bagasse is the 
only one that has a promise for the production of paper pulp. The 
other types of collected residues form very poor pulps. 

Examples of the type of noncollected residues are wheat straw, rice 
straw, flax straw, cornstalks, and corncobs. Of these, wheat straw 
has the most promise for the production of pulp. Some flax straw is 
used in the United States for the production of paper for use in cigar- 
ettes. Some wheat straw is used industrially for the production of 
strawboard by the strawboard industry for the production of corru- 
gating board, which is used for making the inside of corrugated 
paperboard. 

Approximately 20 mills in the United States are using wheat straw 
for this purpose. No wheat straw, however, is used for the production 
of paper. In the case of bagasse, much of the bagasse is burned at 
the mills as a source of energy. A large portion of the bagasse pro- 
duced in the United States is used by the Celotex Co. for making 
insulation board, and within the last year a newsprint mill has been 
established in Louisiana using bagasse as its main raw material. 


SUMMARY 


For 1955, it is expected that adequate supplies of newsprint will be 
available from domestic and Canadian mills to meet the needs of 
United States newspaper publishers. 

According to industry statistics, existing world capacity to produce 
newsprint exceeds current effective world demand by nearly 700,000 
short tons on an annual basis. 

Foreign demand, however, is on the increase, and the recent changes 
in United Kingdom policy on newsprint imports have appreciably 
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increased British consumption, which still is much below prewar levels. 
A continuation of this policy, plus demand from other fast-expanding 
areas which presently consume very low amounts of newsprint per 
capita, will further narrow today’s margin of capacity over demand, 

United States demand is continuing its steady upward trend, a 
trend which has been obscured the past 2 years owing to the nadislicee 
conversion to the utilization of narrower-width rolls, so that tonnage- 
wise they have saved some 2 to 3 percent in printing the same number 
of pages. 

Both United States capacity and production of newsprint have been 
increasing over the past several years. In 1954 United States pro- 
duction of ne wsprint totaled 1,192,000 tons, being 200,000 tons 
greater nage in 1950, and the largest domestic output of newsprint 
since 193 Similarly, United States newsprint capacity has increased 
from $76,000 tons in 1949 up to 1,330,000 tons by the end of 1954, 
while further increases are expected to bring capacity up to 1,885,000 
tons by the end of 1957, including the proposed new Alaska newsprint 
mill as well as a mill proposed for construction in Alabama. 

Timber resources are available in many areas of the United States 
as well as in Alaska for substantially increasing the production of 
pulp, paper, and paperboard, including newsprint, “although a program 
for utilization of Alaskan forests for domestic consumption is fraught 
with some doubt and confusion owing to proposals to permit Japanese 
cutting of such timber for use in the Japanese rayon industry. In the 
continental United States, particularly in forest regions east of the 
Great Plains, new techniques for the pulping of hardwood species 
have greatly enlarged the raw material base for the production of 
certain grades of woodpulp. Already a large company is producing 
newsprint from northern hardwoods in the State of Maine. In the 
southern area, hardwoods are being used in increasing quantities in 
the manufacture of semichemical pulp predominantly for use in 
paperboard, but to date no newsprint is being made commercially 
from southern hardwoods. 

Newsprint may also be produced from other fibrous materials. 
While it is tec hnically possible to produce newsprint from deinked 
old newspapers, it is apparent that this is not yet commercially feasible 
since at present there is no United States mill making newsprint from 
old newspapers. 

In the case of bagasse, there are a number of mills throughout the 
world, particularly in Central and South America, which are using 
bagasse in the production of paper, including newsprint. In the 
United States there is one mill in the South that was constructed to 
pulp bagasse and to produce newsprint paper from bagasse pulp 
combined with woodpulp that is now producing some newsprint. 

The situation beyond the very immediate future requires careful 
watching. ‘There is nothing in the outlook which lends any assurance, 
though there are favorable factors, that newsprint users in the United 
States, and in the world, will continue to get all of the newsprint they 
may want. 

Into both the near-term and longer-term situations, your committee 
will continue its attentive examination, and will report from time to 
time so that the House and the public may be fully advised. 


O 
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DEPOSIT OF PHOTOGRAPHS IN COPYRIGHT OFFICE IN 
LIEU OF CERTAIN PUBLISHED WORKS 





May 26, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. WitIs, from the Committee on Judiciary, submitted the following 


REPORT 


{To accompany H. R. 5876] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5876) to amend the copyright law to permit, in certain classes 
of works, the deposit of photographs or other identifying reproduc- 
tions in lieu of copies of published works, having considered the 
same, report favorably thereon with amendment and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

Page 1, line 5, after the word “publication’’, strike out the comma 
and insert a semicolon. 


PURPOSE AND STATEMENT 


The purpose of this bill is to amend the copyright law to permit, 
in certain classes of works, the deposit of photographs or other iden- 
tifying reproductions in lieu of copies of published works. 

The reason underlying this purpose is to provide a solution to a 
difficult administrative problem of the Copyright Office and to ease 
a hardship for some copyright owners. 

The present law (17 U.S. C. see. 13) requires that two copies of the 
best edition of all published copyrighted works be deposited in the 
Copyright Office. In most cases—books, pamphlets, magazines, and 
musical compositions, for example—the deposits, after they are regis- 
tered, are transferred to the Library of Congress and serve to enrich 
the collections of the Library. In some instances, however, they are 
not of a character preserved by the Library and as a result remain in 
the Copyright Office. Many of these retained deposits, from time to 
time, must be destroyed or otherwise disposed of according to law in 
order to provide much-needed space for the ever-increasing number of 
copyright deposits. 
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A sizable number of these retained deposits are large or heavy, and 
their delivery to the Copyright Office may entail considerable shipping 
cost, inconvenience, or hardship on the part of the copyright owner. 
In addition the handling and storage of these bulky objects also pre- 
sents difficulties to the Copyright Office staff. 

In order to alleviate this housekeeping problem and the hardship on 
some copyright owners, the Register of Copyrights a few years ago 
issued a regulation providing that in certain specified categories of 
works photographs would be acceptable in lieu of the physical deposit 
of heavy, bulky, or fragile objects. There is some doubt, however, 
concerning the authority for the issuance of such a regulation waiving 
the deposit provisions in view of the fact that the present law expressly 
states that two copies of any published works shall be deposited in 
the Copyright Office. It is, therefore, considered appropriate, in view 
of this doubt, to amend the statute so as to expressly sanction this 
action on the part of the Register of Copyrights and in order to take 
care of this cumbersome situation. 

Included and made a part of this report is a statement submitted by 
a representative of the Copyright Office at the time of the committee’s 
consideration of this bill and also an executive communication from the 
Librarian of Congress addressed to the Speaker of the House requesting 
enactment of this legislation. 


Deposit OF PHOTOGRAPHS OF THREE DIMENSIONAL CopyrRIGHTED WorKS IN 
Liev or Actuat Copirs 


Several years ago, the Copyright Office became impressed with the desirability, 
both from its viewpoint and from that of claimants, of working out some pro- 
cedure whereby bulky, unwieldy, fragile, or costly works of art would not have 
to be physically shipped to the Copyright Office for registration. 

From the point of view of the Copyright Office, the receipt of this type of 
material gave rise to a number of problems. Not infrequently, the material 
was received in damaged condition. If the Office found it necessary to reject 
the application, the return of these objects, whether damaged or not, sometimes 
presented a difficult shipping problem. If the application were acted upon 
favorably, then a storage problem presented itself. 

From the viewpoint of the claimant the packaging, shipping, and insurance 
costs for unwieldy works of art could amount to a not inconsiderable figure. 
In the case of costly objects, some claimants considered that the physical deposit 
of two copies worked a financial hardship upon them. 

Accordingly, to relieve this situation, the Office promulgated a rule in the 
Federal Register on July 3, 1948, which is reflected in the present Office regula- 
tions as 37 CFR 202.8. Briefly, three options were afforded the claimant: 

(a) Literal compliance with the law by the submission of the two three-dimen- 
sional copies of the work; 

(6) Submission of three-dimensional copies under a special procedure whereby 
they would be returned to the claimant after examination by the Office; and 

(c) Submission of photographs of the work in lieu of the object itself. 

The very language of the foregoing regulation implies a doubt as to its complete 
legality. No such doubt should rest in a Federal regulation. It is desirable, in 
consequence, that the doubt be resolved by legislation. The most appropriate 
manner would appear to be a simple amendment of section 13, authorizing the 
Register of Copyrights, by regulation, to accept photographs in a few specified 
instances. 

Underlying the proposed legislation is, of course, the basic assumption that the 
acceptance of photographs in lieu of three-dimensiona! copies of the work will, in 
these limited categories, fulfill the intended purpose of the deposit requirements, 
which has long been understood to be to enrich the collections of the Library of 
Congress. Manifestly, photographs would not serve such a purpose in the case 
of books and other works. However, since it is understood that the Library 
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of Congress does not, as a matter of present policy, receive into its collections 
three-dimensional art works, reproductions thereof, scientific or technical models, 
or prints or labels, no violence would be done to the intended purpose of the 
deposit requirements by the granting of discretionary authority to the Register 
of Copyrights to accept photographs in lieu of the three-dimensional copies as 
regards these types of works. Since experience of the Copyright Office has shown 
that the same considerations not infrequently prevail in classes H, I, and K 
(e. g., reproductions of sculpture, anatomical models, and billboard-size prints), 
it is believed that the legislative authority should be extended to these three 
classes, as well as to the works-of-art category, class G. 

The power of the Register to accept photographs should in general be confined 
to cases where it is impracticable to deposit copies because of their size, weight, 
or fragility. However, because of the possibility that other valid reasons may 
arise from time to time which would warrant the Office in refusing acceptance of 
three-dimensional copies, the legislation should include a provision to provide for 
such contingency. For example, a few years ago some jewelry, valued at many 
thousands of dollars, was brought to the Office personally by the claimant and 
returned immediately after registration. While it is not believed that it would 
be practicable to spell out in the statute a standard governing this situation, it 
seems clear that the Register of Copyrights should have the authority to accept 
photographs in lieu of the three-dimensional copies under such unusual circum- 
stances 

Under the proposed legislation, the Register, with the approval of the Librarian 
of Congress, would be required to specify by regulation the types of works for 
which photographs would be acceptable in lieu of the three-dimensional deposits. 

The proposed legislation does not make the receipt of photographs mandatory. 
If the Librarian of Congress, at some future time, should find it desirable to in- 
clude in its colleetions works in the categories involved, or should make an ex- 
ception in a particular instance to its present policy because of unusual circum- 
stances, the mandatory requirement of acceptance of photographs would be in- 
consistent with the long-stated purpose of the deposit requirements. 


Tue Liprary oF CONGRESS, 
Washington, D. C., April 15, 1955 
Hon. Sam RayBurRn, 
The Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: It is proposed that the copyright law, title 17, 
United States Code, be amended in one particular in order to provide a solution 
to an administrative problem of the Copyright Office and to ease a hardship for 
some copyright owners. The amendment is of a noncontroversia! nature and 
the need for such a solution has been affirmed by the copyright office affairs com- 
mittee of the patent, trade-mark and copyright section, American Bar Association. 

The present law, title 17, United States Code, section 13, requires that two 
copies of the best edition of all published copyrighted works be deposited in the 
Copyright Office. In most cases—books, pamphlets, magazines, and musical 
compositions, for example. the deposits are transferred to the Library of Congress 
after completion of the copyright registration procedure, and serve to enrich the 
collections of the Library In some instances the copyright deposits are not of 
a character preserved by the Library and therefore remain in the Copyright 
Office. Many of these retained deposits, from time to time, must be destroyed 
or otherwise disposed of aczording to law in order to provide much-needed space 
for the increasing number of copyright deposits. 

A sizable number of these retained deposits are large or heavy, and their 
delivery to the Copyright Office may entail a not inconsiderable shipping cost 
on the part of the copvright owner. The handling and storage of these bulky 
objects may present additional difficulties to the Office staff. Some are fragile 
pieces which may be damaged in transit to the Copyright Office. Others are 
costly items and the deposit of two copies may constitute a hardship upon the 
proprietor. 

In order to alleviate the housekeeping problem and the hardship on some copy- 
right owners, a few years ago the then Register of Copyrights issued a regulation, 
pursuant to statutory authorization, providing that in one specified category of 
works, works of art, photographs would be acceptable in lieu of the physical 
deposit of these heavy, bulky, or fragile objects. The present Register of Copy- 
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rights and I share the view that there may be some doubt as to the authority 
for the issuance of this much-needed regulation, and we consider it appropriate, 
in view of this doubt, to request an express congressional authorization for such 
a course. 

It is believed that a simple amendment to title 17, United States Code, section 
13 would clarify the problem. Under the proposed solution, the Register of 
Copyrights would be granted the right to accept photographs of copyright de- 
posits in licu of the 3-dimensional deposits in the 4 categories of works where 
they are likely to be large, bulky, fragile, or of great value, under such rules 
and regulations as he may prescribe with the approval of the Librarian. 

There is attached a copy of a draft bill which would accomplish the foregoing, 

Sincerely yours, 
L. Quincy Mumrorp, 
Librarian of Congress. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represent- 
atives, there is printed below in roman existing law in which no change 
is proposed, with matter proposed to be stricken out enclosed in black 
brackets, and new matter proposed to be added shown in italics: 


17 Unirep Sratrs Cope 13 


§ 13. Deposit of Copies after Publication: Action or Proceeding for infringement.— 
After copyright has been secured by publication of the work with the notice of 
copyright as provided in section 10 of this title, there shall be promptly deposited 
in the copyright office or in the mail addressed to Register of Copyrights, Wash- 
ington, istrict of Columbia, two complete copies of the best edition thereof 
then published, or if the work is by an author who 1s a citizen or subject of a 
foreign state or nation and has been published in a foreign country, one com- 
plete copy of the best edition then published in such foreign country, which 
copies or copy, if the work be a book or periodical, shall have been produced in 
accordance with the manufacturing provisions speciiied in section 16 of this 
title; or if sueh work be a contribution to a periodical, for which contribution 
special registration is requested, one copy of the issue or issues containing such 
contribution; or if the work belongs to a class specified in sub-sections (qg), (h), (2), 
or (k) of section 6 of this title, and if the Register of Copyrights determines that it ts 
impracticable to deposit copies because of their size, weight, fragility, or for some 
other reason, he may permit the deposit of photographs or other identifying repro- 
ductions in lieu of copies of the work as published under such rules and regulations 
as he may prescribe with the approval of the Librarian of Congress; or if the work 
is not reproduced in copies for sale there shall be deposited the copy, print, 
photograph, or other identifying reproduction provided by section 12 of this 
title, such copies or copy, print, photograph, or other reproduction to be accom- 
panied in each ease by a claim of copyright. No action or proceeding shall be 
maintained for infringement of copyright in any work until the provisions of this 
title with respect to the deposit of copies and registration of such work shall have 


been complied with. 
} 
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AMENDING PUBLIC LAW 526 OF THE 79TH CONGRESS, 
SECTION 10 OF THE FLOOD CONTROL ACT, JULY 24, 1946 
(RAPPAHANNOCK RIVER) 





May 27, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 192] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 192) to amend Public Law 526 of the 79th Congress, section 10 
of the Flood Control Act, July 24, 1946 (Rappahannock River), 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and substitute in lieu thereof 

the following: 
That section 10 of the Flood Control Act of July 24, 1946, Public Law 526, 79th 
Congress, under the title **Rappahannock River Basin” is hereby amended by 
striking out “two hundred and twenty feet’, and substituting in lieu thereof 
“two hundred and forty feet’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended. is to amend the authorization 
for the Salem Church Reservoir on the Rappahannock River, Va., 
contained in the Flood Control Act of 1946 (60 Stat. 641), by raising 
the power-pool elevation to 240 feet. 

Authorization of the Salem Church Reservoir was based upon 
House Document 119, 80th Congress, in which the Chief of Engineers’ 
recommendations were based on a power-pool elevation of 240 feet. 
The limitation of 220 feet contained in the 1946 Flood Control Act 
was to reduce the amount of land required for the reservoir. 

The Subcommittee on Flood Control held a public hearing on 
H. R. 192 on April 25, 1955. The hearings will be printed in the 
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near future. However, transcripts of the hearings are presently on 
file and may be obtained from the clerk of the committee. 

The committee has given careful consideration to the information 
presented by the opponents of this project and to the data submitted 
by the interests who favor early construction of the Salem Church 
Dam. Information presented by the Corps of Engineers indicates 
that under present conditions, project operation at a power-pool 
elevation of 240 feet would be the most satisfactory from an engi- 
neering and economic standpoint. The Corps of Engineers pointed 
out, however, that further studies will be required to determine 
definitely the justification of this improvement under present condi- 
tions and methods of project evaluation prior to further consideration 
for construction. Such further studies will be made prior to asking 
funds for construction. Studies undertaken to date by the Corps of 
Engineers indicate that a project with power pool at elevation 220 as 
presently authorized would ack economic justification. The com- 
mittee is of the opinion, therefore, that substitution of a power pool 
at an elevation of 240 feet in lieu of 220 feet is desirable in order to 
permit the Corps of Engineers to undertake further studies with a 
view to determining the advisability of constructing this project. 

The letter from the Department of the Army favoring the enactment 
of H. R. 192 is as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 5, 1956. 


Hon. Cuar.es A. Bucktey, 
Chairman, Committee on Public Works, House of Representatives. 
Dear Mr. CHAIRMAN: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 192, 84th Congress, a bill to amend 
Public Law 526 of the 79th Congress, section 10 of the Flood Control Act, July 24, 


1946 (Rappahannock River). 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to amend the authorization for the Salem Church Reservoir 
on the Rappahannock River, Va., contained in the Flood Control Act of 1946 
(60 Stat. 641) by striking out the proviso which reads as follows: ‘‘Provided, 
That the power pool shall be maintained at an elevation not to exceed 220 feet.” 

Authorization of Salem Church Reservoir was based upon House Document 
119, 80th Congress, in which the Chief of Engineers’ recommendations were 
based on a power-pool elevation of 240 feet. The limitation of 220 feet included 
in the 1946 Flood Control Act was to reduce the amount of land required for the 
reservoir. Under present conditions, project operation at a power-pool elevation 
of 240 feet would be the most satisfactory from an engineering and economic 
standpoint. Adoption of H. R. 192 would remove the present restriction and 
would approve planning and construction of the project as reeommended in House 
Document 119. 

The Department of the Army has no objection to the enactment of H. R. 192 
as it would improve the status of the Salem Church project. Under this legislation 
the project would be built and operated with a maximum power pool at elevation 
240. It should be noted, however, that further studies will be required to deter- 
mine definitely the justification of this improvement under present conditions 
and methods of project evaluation prior to further consideration for construction. 

The Bureau of the Budget advises that there is no objection to the submission of 
this report. 

Sincerely yours, 
Crarves C. FINUCANE 
Acting Secretary of the Army. 
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AMEND FLOOD CONTROL ACT OF JULY 24, 1946 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law proposed by this 
bill are shown in parallel columns as follows: 


Existina Law 


(Sec. 10, Flood Control Act of July 
24, 1946) 


RAPPAHANNOCK RIVER BASIN 


The project for the Salem Church 
teservoir on Rappahannock River, 
Virginia, is hereby authorized substan- 
tially in accordance with the recom- 
mendations of the Chief of Engineers 
in his report dated Apri! 8, 1946, at an 
estimated cost of $17,755,000: Provided, 
That the power pool shall be maintained 
at an elevation not to exceed two 
hundred and twenty feet. 


AMENDMENT UNDER H. R. 192 


(Sec. 10, Flood Control Act of July 
24, 1946) 


RAPPAHANNOCK RIVER BASIN 


The project for the Salem Church 
Reservoir on Rappahannock River, 
Virginia, is hereby authorized substan- 
tially in accordance with the recom- 
mendations of the Chief of Engineers in 
his report dated April &, 1946, at an 
estimated cost of $17,755,000: Provided, 
That the power pool shall be maintained 
at an elevation not to exceed two 
hundred and forty feet. 


O 
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FLIGHT TO AVOID PROSECUTION FOR ARSON 





May 27, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Wiuuts, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3233] 


The Committee on the Judiciary, to whom was referred the bill (H. 
R. 3233) to amend title 18 of the United States Code, so as to make it 
a criminal offense to move or travel in interstate commerce with intent 
to avoid prosecution, or custody or confinement after conviction, for 
arson, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


The bill proposes to amend section 1073 of title 18 of the United 
States Code, commonly known as the Fugitive Felon Act, by adding to 
the crimes already enumerated in that section the crime of arson as a 
felony. 

Section 1073, at the present time, makes it an offense for one to 
move or travel in interstate or foreign commerce with intent either to 
avoid prosecution, custody or imprisonment after conviction, under 
the laws of the place from which the person flees for certain specified 
crimes such as murder, kidnaping, burglary, robbery, and some others, 
or to attempt to commit any of the enumerated offenses as they are 
defined either at common law or by the laws of the place from which 
the fugitive flees. The section likewise provides it to be an offense 
when a person flees in interstate or foreign commerce to avoid testify- 
ing in a criminal proceeding. 

The crime of arson is indeed a serious one, and it has been brought to 
the attention of the committee by various State and local officials who 
are engaged in investigating and prosecuting the crime of arson that 
there has been an increasing amount of interstate travel to avoid 
prosecution for the crime of arson. These officials have recommended 
that the crime of arson be added to those enumerated in the Fugitive 
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Felon Act in order that more effective control may be had over the 
problem. It is the opinion of your committee that the enactment of 
this bill will not only assist in the apprehension of arsonists but will 
provide Federal assistance for the States in the prevention of the crime 
of arson. The bill has the approval of the Department of Justice, 
whose report is attached hereto. 

The committee recommends that the bill be enacted. 


May 27, 1955. 
Hon. EMANvEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHAIRMAN: This is in response to your request for the views of the 
Department of Justice relative to the bill H. R. 3233 to amend title 18 of the 
United States Code so as to make it a criminal offense to move or travel in inter- 
state commerce with intent to avoid prosecution or custody or confinement after 
conviction for arson. The bill would amend the Fugitive Felon Act (18 U.S. C. 
1073) so as to include “‘arson, punishable as a felony”’ among the offenses enumer- 
ated in the act. 

The Department of Justice is of the view that arson, when of a degree punish- 
able by State law as a felony, is a serious crime and one which should be included 
within the scope of the Fugitive Felon Act. 

Accordingly, the Department of Justice would have no objection to the enact- 
ment of this legislation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
Witriiam P. Rogers, 
Deputy Allorney General. 


«~ 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed below in roman existing law in 
which no change is proposed by enactment of the bill here reported 
(new matter is printed in italics): 


§ 1073. Flight to avoid prosecution or giving testimony. 

Whoever moves or travels in interstate or foreign commerce with intent either 
(1) to avoid prosecution, or custody or confinement after conviction, under the 
laws of the place from which he flees, for murder, kidnaping, burglary, robbery, 
mayhem, rape, assault with a dangerous weapon, arson punishable as a felony, or 
extortion accompanied by threats of violence, or attempt to commit any of the 
foregoing offenses as they are defined either at common law or by the laws of the 
place from which the fugitive flees, or (2) to avoid giving testimony in any criminal 
proceedings in such place in which the commission of an offense punishable by 
imprisonment in a penitentiary is charged, shall be fined not more than $5,000 or 
imprisoned not more than five years, or both. 

Violations of this section may be prosecuted only in the Federal! judicial district 
in which the original crime was alleged to have been committed or in which the 
person was held in custody or confinement. 


O 
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DISPOSITION OF SUNDRY PAPERS 





June 1, 1955.—Ordered to be printed 





Mr. Lona, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of 
the Archivist of the United States No. 55-16, dated May 17, 1955, 
to the 84th Congress, Ist session, submitting the following lists or 
schedules covering records proposed for disposal by the Government 
agencies indicated: 





Job No. | Agency by waich submitted— _ || . vO. | Agency by which submitted— 


Z. 


II-NNA-1130...| Department of Health, Educa -NNA-!620...| Department of the Navy. 

| tion and Welfare | -NNA-1640_..| General Services Administration. 
II-NNA-1384_..| Honsing and Home Finance | .N Do 
Agency -NN Department of the Air Force. 
-1304_...| Department of the Treasury. -NN Do 

1440_..| Department of Commerce. | LI-NN 
-NN 
-NN 
NN 


-| ” 
| Selective Service System. 
.-| Veterans’ Administration. 
Do. 
Do. 
General Services Administration. 


Do 
Department of the Navy. 
Housing and Home Finance | 
Agency i} 
General Services Administration. | 
Denartment of the Army. {| 
Department of the Treasury. | 


yy yy a a 4 


oy a 


| 


of 
Department of the Army. 
Do. 





j 
| 
| 
| 





Your committee reports that the records proposed for disposal in 
the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as 
amended. 
Respectfully submitted to the Senate and House of Representatives. 
GrorGE S. Lona, 
Rosert J. Corser, 
Members on the Part of the House. 
Our D. JonNnston, 
FRANK CARLSON, 
Members on the Part of the Senate. 


O 
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DISPOSITION OF SUNDRY PAPERS 





June 1, 1955.—Ordered to be printed 





Mr. Lona, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434! 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-17, dated May 20, 1955, to 
the 84th Congress, 1st session, submitting the following list covering 
records proposed for disposal by the Government agency indicated: 





Agency by which submitted 





IIl-NNA-1688 


| Veterans’ Administration. 





Your committee reports that the records proposed for disposal in 
the said list reported by the Archivist of the United States do not have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
that their disposal be accomplished subject to the proviso of section 6 
and the provisions of section 9 of the aforementioned act, as amended. 

Respectfully submitted to the Senate and House of Representa- 
tives. 

Grorce S. Lone, 
Rosert J. Corpert, 
Members on the Part of the House. 


Ouw D. Jonnstron, 
FRANK CaRLson, 
Members on the Part of the Senate. 


74009°—57 H. Rept., 84-1, vol. 3——19 








84TH CONGRESS ; HOUSE OF REPRESENTATIVES | Report 
Ist Session No. 690 








AMENDING TITLE 18 OF THE UNITED STATES CODE 
RELATING TO THE MAILING AND TRANSPORTATION 
OF OBSCENE MATTER 





JuNE 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Watrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 3333] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 3333) to amend title 18 of the United States Code relating to 


the mailing and transportation of obscene matter, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to amend chapter 71 of 
title 18, United States Code, in two respects in order to control more 
effectively the transportation and distribution of obscene matter. 


GENERAL INFORMATION 


The proposed legislation would amend section 1461 of title 18, 
United States Code, by substituting general words for the specific 
enumeration of items now found in the first paragraph of the section 
so as to cover all matter of an obscene nature, and would further amend 
chapter 71 of title 18, United States Code, by adding a new section, 
as section 1465, to prohibit the transportation of obscene matter in 
interstate or foreign commerce by private conveyance. 

Section 1461 of title 18, United States Code, defines nonmailable 
matter of an obscene or indecent character and prescribes the penalty 
for depositing such matter in the mails. This bill would substitute 
general words fer the special classes now enumerated in the first 
paragraph ef section 1461. The change is made to make it clear that 
the prohibitien is to apply to all obscene matter. The committe is 
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of the opinion that this change expresses more fully the intent which 
motivated the enactment of the present law. Section 2 of the bill 
provides for the repeal of the fifth paragraph of 1461 which contains 
language which is rendered unnecessary by the proposed amendment 
to the first paragraph of section 1461. 

Present law does not contain a prohibition affecting the transporta- 
tion of obscene matter in interstate or foreign commerce by private 
conveyance. Section 3 of the bill would remedy this deficiency by 
adding a new section 1465 to chapter 71 of the United States Code, 
which deals with the subject of curbing the distribution of obscene 
matter. Section 1461 of the chapter covers transportation of obscene 
matter by mail, and section 1462 prohibits the use of common carriers 
for the transportation of that matter. 

Traffic in obscene literature has been conclusively shown to be a 
corrupting force contributing to juvenile delinquency. The following 
editorial from the Philadelphia Inquirer of May 25, 1955, is indicative 
of the public demand for control of this traffic: 


Smash Tuis Fout TrRaArric 


Among the more loathsome activities of the criminal world is the traffic in 
lewd books and pictures Two shocking facts are coming to light about it 

Where once this foul business was aimed principally toward a comparatively 
limited number of evil-minded adults it is now being concentrated in wide distri- 
bution among juveniles. 

Worse still the dirty-picture racket is growing, and to an enormous extent. 

Such information was developed yesterday in New York in background evidence 
presented as Senator Kefauver and his Senate Subcommittee To Investigate 
Juvenile Delinquency opened hearings on the distribution of pornography. 

Peter N. Chumbris, associate counsel of the committee, reported its scope and 
increase as the result of investigations in 20 cities and from questionnaires sent 
to police chiefs in more than 500 areas. 

A significant aspect of the growing traffic has been a corresponding increase in 
sex crimes. Its association with other forms of juvenile criminality is patent and 
it is hoped the subcommittee’s inquiry will bring that to sharp focus and with 
it the need for determined efforts by parents, as well as police, to smash this 
filthy trade and put those concerned in it behind bars. It is something that can- 
not be ignored. And it can be smashed. 


It is obvious that there is a pressing need for legislation to prohibit 
transportation by private conveyance. The committee is of the 
opinion that the new section 1465 proposed by this bill will provide 
the means of closing the present leophole in the law. This new sec- 
tion has the effect of completing the pattern of control over obscene 
matter which is contained in chapter 71 of title 18. 

H. R. 3333, introduced by Miss Thompson of Michigan, wes one of 
several bills referred to this committee which dealt with the problem 
of controlling the traffic in obscene matter. These bills are indicative 
of the importance and serious thought which has been given this 
subject. Similar or identical bills were introduced by Mr. Keating, 
of New York, Mr. Celler, of New York; Mr. Huddleston, of Alabama; 
Mr. Frazier, of Tennessee; and Mr. Poff, of Virginia. 

The committee considered suggestions made by Mr. Abe McGregor 
Goff, Solicitor of the Post Office Department, in the course of hearings 
on this legislation. These suggestions were embodied in a committee 
print as follows: 
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AMEND TITLE 18 OF UNITED STATES CODE 


(Committee print, March 19, 1955] 
[H. R. —, 84th Cong., Ist sess.] 


A BILL To amend title 18 of the United States Code relating to the mailing and transportation of obscene 
matter 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the first paragraph of section 1461 of title 
18 of the United States Code is amended to read as follows: ‘‘Everyv obscene, 
lewd, lascivious, or filthy book, pamphlet, picture, paper, letter, writing, print, 
or other publication of an indecent character, or other indecent, filthy, or vile 
article, matter, thing, device, or substance; and’. 

Sec. 2. The fifth paragraph of section 1461 of iitle 18, United States Code, 
reading “Every letter, packet, or package, or other mail matter containing any 
filthy, vile, or indecent thing, device, or substance; and’, is hereby repealed. 

Sec. 3. Chapter 71 of title 18 of the United States Code is amended by insert- 
ing, immediately following section 1464 of such chapter, a new section, to be desig- 
nated as section 1465, and to read as follows: 


“$1465. Transportation of obscene matters for sale or distribution 

““(a) Whoever knowingly transports in interstate or foreign commerce for the 
purpose of sale or distribution any obscene, lewd, lascivious, or filthy book, pam- 
phlet, picture, film, paper, letter, writing, print, silhouette, drawing, figure, image, 
cast, phonograph recording, electrical transcription or other article capable of 
producing sound or any other matter of indecent or immoral character, shall be 
fined not more than $5,000 or imprisoned not more than five years, or both. 

“The transportation as aforesaid of two or more copies of any publication or two 
or more of any article of the character described above, or a combined total of 
five such publications and articles, shall create a presumption that such publica- 
tions or articles are intended for sale or distribution, but such presumption shall 
be rebuttable. 

‘“‘When any person is convicted of a violation of this Act, the court in its judg- 
ment of conviction may, in addition to the penalty prescribed, order the confisca- 
tion and disposal of such items described herein which were found in the possession 
or under the immediate control of such person at the time of his arrest. 

“(b) Whoever knowingly— 

(1) deposits or causes to be deposited in or to be carried by mail; or 

““(2) causes to be transported in interstate or foreign commerce by mail, 
common carrier, or by any person or company; or 

‘“*(3) causes to be delivered by mail or by common carrier, or by any person 
traveling in interstate or foreign commerce, 

Any obscene, lewd, lascivious, indecent, filthy or vile article, matter, thing, device, 
or substance— 
“May be prosecuted— 

“(A) at any place where such matter, thing, device, or substance is intro- 
duced into the mail, or is placed in the custody of any person or concern for 
transportation in interstate or foreign commerce; or 

“(B) in any judicial district through which it passes en route to its desti- 
nation or address; or 

“(C) in any judicial district to which it is addressed or directed for delivery, 
or to which it is caused to be carried for delivery.” 

Sec. 4. The analysis of chapter 71 of title 18 of the United States Code is 
amended by inserting, immediately after and underneath item 1464, as contained 
in such analysis, the following new item: 


“1465. Transportation of obscene matters for sale or distribution; venue.” 


The Department of Justice submitted the following report on this 
committee print: 


DEPARTMENT OF JUSTICE, 
Washington, D. C., May 17, 1936. 
Hon. Francis E. Watrer, 
Chairman, Subcommittee No. 1, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CratrMan: This is in response to your request for the views of the 
Department of Justice relative to the committee print of proposed legislation to 
amend title 18 of the United States Code concerning the mailing and transporting 
of obscene matter. 
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The Department of Justice is heartily in accord with the general purpose of 
strengthening the statutory means of coping with the ever-growing traffie in 
obscene materials. The committee print appears to combine in one bill pending 
legislation to amend section 1461 of title 18 of the United States Code (relating to 
the mailing of obscene matter) with pending legislation proposed by the Depart- 
ment of Justice to make it a criminal offense to transport obscene matter in inter- 
state or foreign commerce by private conveyance for sale or distribution. 

The transcript of the hearing held by the subcommittee on March 17, 1955, 
indicates that one of the purposes of sections 1 and 2 of the committee print is to 
amend section 1461 of title 18 so as to embrace phonograph recordings. How- 
ever, the print does not seem to do anv more than rearrange the present languace 
of the first and fifth paragraphs of section 1461. <A substantive change could be 
accomplished with more direct languaze. 

The committee may wish to consider amending the measure so as to make 
identieal the language describing the material to be banned, in sections 1461, 
1462, and proposed 1465. Such uniformitv could be of material assistance in 
the enforcement of the sections. 

Since proposed section 1465 (b) is obviously intended to constitute a venue 
provision applicable to sections 1461, 1462, and 1465, perhaps it should be cast 
as a separate section. However, in view of the general venue provision of para- 
graph 2 of section 3257 of title 18 the question is raised whether there is any need 
for a specific venue provision in the instant legislation. 

Paragraph 2 of section 3237 now provides that any offense involving the use 
of the mails or transportation in interstate or foreign commerce is a continuing 
offense and, except as otherwise provided by the Congress, may be prosecuted in 
any district from, through, or into which the commerce or mail matter moves. 
The Court of Appeals for the 10th Cireuit in the case of United States v. Ross, 
ef al. (205 F. 2d 619), held that the offense under section 1461 of depositing in the 
mail is not a use of the mails within the meaning of section 3237, that offense not 
being a continuing one but being complete at the time and place of deposit. 
Hence, the committee may wish to consider whether, despite the language of the 
proposed venue provision, a person charged with depositing mail in violation of 
section 1461 could nevertheless be tried only in the jurisdiction in which the 
deposit was made. If so, it is suggested that the sanction provisions of the 
sections here under discussion could be made similar to that used in the mail 
fraud section, 1341. Thus, the ninth paragraph of section 1461, for example 
could be amended to read: 

‘Whoever knowingly uses the mails for the mailing or delivery of anything 
described by this section to be nonmailable, or knowingly causes to be delivered 
by mail according to the direction thereon, or at the place at which it is directed 
to be delivered by the person to whom it is addressed, or knowingly takes the 
same from the mails for the purpose of circulating or disposing thereof, or of 
aiding in the circulation or disposition thereof, shall be fined not more than 
$5,000 or imprisoned not more than five years, or both ”’ 

In this way the venue provisions of section 3237 would be made applicable 
Similariy, the words “deposited with” in section 1462 could be deleted and the 
word “uses” substituted. 

In connection with legislation to curb distribution of obscene matter it may 
be pointed out that the greatest need is for a statute applicable to the trans- 
portation of obscene matter by private conveyance. Section 1461 more or less 
adequately takes care of such transportation by mail, and section 1462 does 
likewise with respect to transportation by common carrier. The proposed sec- 
tion 1465 as contained in H. R. 321 and H. R. 3997, and in S. 599, passed by the 
Senate, would do likewise with respect to transportation by private conveyance. 
If there is possibility of a long delay while legislation is worked out to combine 
proposed amendments of section 1461 and/or 1462 with that proposed by the 
Department of Justice, the committee is urged to defer such action and report 
favorably at this time the bill which has already passed the Senate, 8. 599. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely. 
Witu1am P. RoaGers, 
Deputy Attorney General. 


After a consideration of the matter, the committee decided against 
including the suggested language in the bill reported by the com- 
mittee. 
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The Department of Justice made the following report to the com- 
mittee on H. R. 321 which contained the same provisions as are set 
out in sections 3 and 4 of H. R. 3333: 


DEPARTMENT OF JUSTICE, 
Washington, D. C., February 8, 1956. 
Hon. EMaNnuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrmMan: The Department of Justice urges the enactment of the 
bill (H. R. 321) to prohibit the transportation of obscene matters in interstate or 
foreign commerce, now pending with your committee for its consideration. 

Section 1461 of title 18, United States Code, declares it to be a felony for any 
person to use the mails for the transportation of obscene matter. Section 1462 
of the same title makes it a felony for any person to transport obscene matter in 
interstate or foreign commerce by common carrier or to import the same into the 
United States. There is no statutory prohibition, however, against the interstate 
transportation of obscene matter by private conveyance. This void in the law is 
taken advantage of by those whose business it is to deal in pornographic and licen- 
tious materials. They transport such items across State lines without using either 
the mails or common e¢arriers. The files of the Department of Justice indicate that 
the distribution of obscene matter contributes to juvenile delinquency and incite- 
ment to sex crimes. 

This bill would amend title 18 by inserting in chapter 71 thereof a new section 
1465 entitled ‘Transportation of obscene matters for sale or distribution.” The 
new section would make it a criminal offense for any person to transport in inter- 
state or foreign commerce for the purpose of sale or distribution any matter of 
indecent or immoral character. Violators of its prohibition would be liable to a 
fine of not more than $5,000 or imprisonment for not more than 5 years, or both. 
The transportation of 2 or more copies of any publication or 2 or more of any 
article of the character described in the first paragraph of the proposed section, 
or a combined total of 5 such publications and articles, would create a rebuttable 
presumption that they are intended for sale or distribution. 

The bill would also provide that upon the conviction of any person for a 
violation of its provisions, the court may order the confiscation and disposal of 
such items found in the defendant’s possession or under his immediate control at 
the time of his arrest. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 

Sincerely, 
WituraM P. Rocers, 
Deputy Attorney General. 


The committee is of the opinion that the need for this legislation is 
of pressing importance and recommends the favorable consideration 
of the bill. 

CHANGES IN EXISTING LAW 


In compliance with paragraph 2 of clause 3 of rule XIII of the 
Rules of the House of Representatives changes in existing law made 
by the bill are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 1461. Martinc OnsceNne or Crime-INciting Marrer.—[Every obscene, 
lewd, lascivious, or filthy book, pamphlet, picture, paper, letter, writing, print or 
other publication of an indecent character; and—] Every obscene, lewd, lascivious, 
indecent, filthy or vile article, matter, thing, device, or substance: and— 

Every article or thing designed, adapted, or intended for preventing conception 
or producing abortion, or for any indecert or immoral use; and 

Every article, instrument, substance, drug, medicine, or thing which is adver- 
tised or described in a manner calculated to lead another to use or apply it for 
preventing conception or producing abortion, or for any indecent or immoral 
purpose; and 

Every written or printed card, letter, circular, book, pamphlet, advertisement, 
or notice of any kind giving information, directly or indirectly, where, or how, or 
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from whom, or by what means any of such mentioned matters, articles, or things 
may be obtained or made, or where or by whom any act or operation of any kind 
for the procuring or producing of abortion will be done or performed, or how or by 
what means conception may be prevented or abortion produced, whether sealed 
or unsealed; and 

{Every letter, packet, or package, or other mail matter containing any filthy, 
vile, or indecent thing, device, or substance; and] 

Every paper, writing, advertisement, or representation that any article, instru- 
ment, substance, drug, medicine, or thing may, or can, be used or applied for 
preventing conception or producing abortion, or for any indecent or immoral 
purpose; and 

Every description calculated to indu ° or incite a person to so use or apply any 
such article, instrument, substance, drug, medicine, or thing— 

Is declared to be nonmailable matter and shall not be conveyed in the mails or 
delivered from any post office or by any letter carrier. 

Whoever knowingly deposits for mailing or delivery, anything declared by this 
section to be nonmailable, or knowingly takes the same from the mails for the 
purpose of circulating or disposing thereof, or of aiding in the circulation or 
disposition thereof, shall be fined not more than $5,000 or imprisoned not more 
than 5 years, or both. 

The term “indecent” as used in this section includes matter of a character 
tending to incite arson, murder, or assassination. 

Sec. 1465. Transportation of obscene matters for sale or distribution. 

Whoever, knowingly transports in interstate or foreign commerce for the purpose of 
sale or distribution, any obscene, lewd, lascivious, or filthy book, pamphlet, picture, 
film, paper, letter, writing, print, silhouette, drawing, figure, image, cast, phonograph 
recording, electrical transcription or other article capable of producing sound, or any 
other matter of indecent or immoral character, shall be fined not more than $6,000 or 
tmprisoned not more than five years, or both. 

The transportation as aforesaid of two or more copies of any publication or two 
or more of any article of the character described above, or a combined total of five such 
publications and articles, shall create a presumption that such publications or articles 
are intended for sale or distribution, but such presumption shall be rebuttable. 

When any person is convicted of a violation of this Act, the court in its judgment or 
conviction may, in addition to the penalty prescribed, order the confication and dis- 
posal of such items described herein which were found in the possession or under the 
tmmediate control of such person at the time of his arrest. 

The chapter analysis of chapter 71 of title 18, United States Code, is amended 
by the addition of the new item as follows: 


CHAPTER 71—OBSCENITY 
SEc. 


1461. Mailing obscene or crime-inciting matter. 

1462. Importation or transportation of obscene matters. 
1463. Mailing indecent matter on wrappers or envelopes. 
1464. Broadcasting obscene language. 

1465. Transportation of obscene matters for sale or distribution. 


OQ 
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GRANTING THE CONSENT OF THE CONGRESS TO THE NEGOTIA- 
TION OF A COMPACT RELATING TO THE WATERS OF THE 
KLAMATH RIVER BY THE STATES OF OREGON AND CALIFORNIA 





June 1, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enetz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3587] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3587) granting the consent of the Congress 
to the negotiation of a compact relating to the waters of the Klamath 
River by the States of Oregon and California, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

Page 2, line 7, following the words “report to”, insert the words 
“the President and”’. 

Page 2, line 12, strike the word “approved” and insert in lieu thereof 
the words ‘“‘consented to”’. 


EXPLANATION OF THE BILL 


This bill gives the consent of Congress to the negotiation of a com- 
pact by the States of California and Oregon to effect agreement on an 
equitable apportionment of the waters of the Klamath River and its 
tributaries, including Lost River. ‘The bill provides for the appoint- 
ment by the President of a Federal representative to participate in 
the negotiations, such representative to report to the President and 
to the Congress on the negotiations and on any compact arrived at. 
Any compact negotiated as a result of this proposed legislation must 
be ratified by the legislatures of both States and consented to by the 
Congress before becoming effective. 
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REPORT OF DEPARTMENT 


The report of the Department of the Interior which recommends 
enactment follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 18, 1956 
Hon. Criatr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. EnG_e: A report has been requested from this Department on 
H. R. 3587, a bill granting the consent of the Congress to the negotiation of a 
compact relating to the waters of the Klamath River by the States of Oregon and 
California. 

The bill, if enacted, will provide for the appointment by the President of a 
Federal representative to participate with representatives of the States of Cali- 
fornia and Oregon in the negotiation of a compact between those States for the 
apportionment of the waters of the Klamath and Lost Rivers and for matters 
incidental thereto. The bill provides that the Federal representative shall 
report to the Congress on the negotiations and on any compact arrived at. It 
also provides that the compact shall not become effective until it has been ratified 
by the legislatures of the States and approved by the Congress. 

The interests of the Interior Department in the Klamath River Basin are many 
The Klamath and Hoopa Valley Indian Reservations, the Klamath reclamation 
project, and the Tule Lake, Clear Lake, and Upper and Lower Klamath Wild- 
life Refuges exemplify them. It is our belief that the early consummation of a 
suitable Klamath River compact will be of material assistance in solving problems 
of water use and power generation that are of concern to us. Federal representa- 
tion during the negotiations will assist in assuring that the interests of the United 
States are protected. 

We recommend, therefore, that H. R. 3587 be enacted. We also suggest, how- 
ever, that there be substituted for the word “approved” in line 12, page 2, the 
expression ‘“‘consented to’ in order that it will conform to the language of the 
Constitution. 

We have been asked by the Bureau of the Budget to advise you of its recom- 
mendation that the bill be amended to require that the Federal representative 
report to the President as well as the Congress. We concur in this reeommenda- 
tion and suggest that there be inserted on page 2, line 7, before the words ‘“‘the 
Congress”’ the additional words “the President and’’. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior 


RECOMMENDED ACTION 


The Committee on Interior and Insular Affairs unanimously recom- 
mends that H. R. 3587 be enacted. 
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CONSIDERATION OF H. R. 6410 





June 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bottrne, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 259] 


The Committee on Rules, having had under consideration House 
Resolution 259, report the same to the House with the reeommenda- 
tion that the resolution do pass. 


O 
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CONSIDERATION OF H. R. 5923 





June 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 260] 


The Committee on Rules, having had under consideration House 
Resolution 260, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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CONSIDERATION OF H. R. 192 





June 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nettu, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 261) 


The Committee on Rules, having had under consideration House 
Resclution 261, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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SIMPLIFIED MAILINGS—CHURCH PUBLICATIONS 





Junge 2, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kincore, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 4585] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4585) to amend the act of August 24, 1912, 
to simplify the procedures governing the mailings of certain publica- 
tions of churches and church organizations, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 

This bill amends section 229 of title 39 of the United States Code 
and authorizes churches and church organizations to mail their publi- 
cations under second-class rates without the necessity of maintaining 
subscription lists separate from their membership lists. 

At the present time the periodicals and publications of organizations 
such as institutions of learning, trade unions, lodges, benevolent socie- 
ties, and others of a similar nature have this mailing privilege. Under 
present law, enacted in 1879, church or church organizations, in order 
to comply with the regulations governing second-class mail, are re- 
quired to obtain an individually signed statement from each of their 
members identifying a portion of the member’s church contribution 
as being payment for a subscription to the church publication. This 
legislation will correct the oversight of not including churches and 
church organizations in statutes modifving the law governing second- 
class mailings passed in 1912 and amended several times. 

The benefits of this legislation will be felt mostly by the local 
churches inasmuch as the national church organizations maintain 
subscription lists as a normal course of business. In the local churches, 
in order to be eligible for second-class mailing privileges, some member 
of the church must contact all other members and secure a subscrip- 
tion pledge card. ‘This operation is purely a smokescreen and a nui- 
sance insofar as both the local church and the Post Office Department 
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is concerned. The Post Office Department testified that no benefits 
inure to the Department in enforcing the requirement for subscription 
lists of local churches but that on the contrary, it was expensive, time- 
consuming, and often embarrassing. 

The provisions of this bill would affect in no way the postage rate 
paid on the church publications involved. Churches are already 
placed in the same category for rate purposes as are the other non- 
profit fraternal, educational, veteran, and similar groups. It would 
simply eliminate the cumbersome and little understood procedures 
required of the churches. 

The publications which fall under this authority are limited in the 
advertising which they may carry, in that advertising of the publisher 
only is permissible. Any publication which carries commercial adver- 
tising matter must comply with the standard postal regulations for 
second-class matter. 

The enactment of this bill should not result in additional cost; on 
the contrary, it is expected to bring about a material saving of time 
for the Post Office Department and the elimination of confusion and 
embarrassment on the part of the churches. 

The committee held hearings on this legislation at which favorable 
testimony was presented by the Post Office Department and by 
representatives of church organizations and individual churches. No 
objections to the passage of this bill were received. 

The letter of endorsement from the Postmaster General follows: 


OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., April 19, 1955. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 


Dear Mr. CuarrMan: Reference is made to vour request for a report on H. R. 
4585, a bill to amend the act of August 24, 1912, to simplify the procedures 
governing the mailings of certain publications of churches and church organi- 
zations. 

The publications to which this bill would apply are very similar to those 
already specially provided for in the act of August 24, 1912, as amended (39 
U.S. C. 229). Thev are circulated largely to members of the churches or church 
organizations in the interest of which they are published. 

There are several hundred publications in this group, many of which already 
have the second-class mail privileges. As the law makes no special provisions 
for these publications they must meet the requirements of the act of March 3, 
1879, as amended (39 U.S. C. 226), which is the general law governing second- 
class matter and which specifies that, among other things, a publication must 
have a legitimate list of subscribers and not be designed primarily for free cir- 
culation or for advertising purposes. 

No particular benefits inure to the Post Office Department in requiring churches 
and church organizations to meet the requirements in the act of March 3, 1879, 
as amended, since practically all the publications eventually obtain second-class 
mail privileges after involved correspondence and printing of special pledge ecards 
or forms to include 2 subscription statement. This has actually worked a hard- 
ship on some churches or church organizations. 

The provisions of this bill would eliminate these cumbersome procedures and 
would place the publicetions of churches and church organizations in the same 
eategory as those published bv institutions of learning, trades unions, benevolent 
societies, and other sit nile ar organizations now provided for in the act of August 24, 
1912, as amended. act does not permit advertising other than the publish- 
ers’ in publications of inetinatiena of learning. It does not require subscriptions 
except in the cases of certain other publications specifically mentioned carrying 
advertising other than the publishers’ The great majority of publications of 
churches and church organizations do not carry advertising other than their own 
and therefore would not be required to have subscriptions. 
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The act of August 24, 1912, as amended, does not prescribe a different postage 
rate for publications coming within its provisions. 

If this bill were enacted into law, it would simplify the processing of applications 
for entry and reentry of publications as second-class mail, from churches and 
church organizations, thereby saving considerable time and expense. It would 
also tend to preclude criticism of the postal service by a very substantial segment 
of citizens of the country who cannot understand why publications of the type 
provided for in the bill cannot be given the benefits contemplated as well as 
publications for which such provision is now made. 

In view of the foregoing, this Department recommends the enactment of this 
legislation 

The Bureau of the Budget has advised that there would be no objection for the 
presentation of this report to the committee. 

Sincerely yours, 
C. R. Hook, Jr., 
Acting Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printe ‘din italics, existing 
law in which no change is proposed is shown in roman): 


NintH ParaGrapa UNprerR THE Heapinac “Orrick oF THE THIRD ASSISTANT 
PosTMASTER GENERAL” CONTAINED IN FIRST SECTION OF THE AcT APPROVED 
Auaust 24, 1912 


OFFICE OF THE THIRD ASSISTANT POSTMASTER GENERAL 
2 * * * « * * 

That from and after the passage of this Act all periodical publications issued 
fom a known place of publication at stated intervals, and as frequently as four 
times a vear, by or under the auspices of a benevolent or fraternal society or order 
organized under the lodge system and having a bona fide membership of not less 
than one thousand persons, or by a regularly incorporated institution of learning, 
or by a regularly established State institution of learning supported in whole or in 
part by publie taxation, or by a church or church organization, or by or under the 
uispices of a trades union, and all publications of strictly professional, literary, 

storical, or scientific societies, including the bulletins issued by State boards of 

alth, bv State conservation and fish and game agencies or departments. and by 
State boards or departments of publie charities and corrections, shall be admitted 
to the mails as second-class matter, and the postage thereon shal! be the same as 
on other second-class matter; and such periodical publieations, issued by or under 
the auspices of benevolent or fraternal societies or orders or trades unions, or by 
strictly professional, literary, historical, or scientific societies, or by churches and 
hurch organizations, shall have the right to carry advertising matter, whether 
ch matter pertains to such benevolent or fraternal socieities or orders, trades 
nions, strietly professional, literary, historical, or scientific societies, churches and 
church organizations, or to other persons, institutions, or concerns; but sueh 
periodical publications, hereby permitted to carry advertising m: iter, must not 
designed or publishes tr prim: arily for advertising purposes, and shall be originated 

1 published to further the obieets and purposes of such benevolent or fraternal 
cieties or orders, trades-unions, churches and church organizations, or other 
societies, respectively; and all such periodicals shall be formed of seinted paper 
sheets, without board, sloth, leather, or other substantial binding, such as dis- 
tinguish printed books for preservation from periodical publications: Provided, 
That the circulation through the mails of periodical publications issued by, 
or under the auspices of, benevolent or fraternal societies or orders, or trades- 
unions, or by strictly professional, literary, historical. or scientific societies, or by 
churches and church organizations as second-class mail matter, shall be limited to 
pies mailed to such members as pay therefor, either as a part of their dues or 
issessments, or otherwise, not less than fifty per centum of the regular subserip- 
tion price; to other bona fide subscribers; to exchanges, and ten per centum of such 
circulation as a copies: Provided further, That when such members pay there- 


for as a part of their dues or assessments, individual subscriptions or receipts shall 


not be required: Provided further, That the office of publication of any such periodi- 
cal publication shall be fixed by the association or body by which it is published, 
or by its executive board. 
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FOSTAL FIELD SERVICE COMPENSATION ACT OF 1955 





June 2, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany 8. 2061] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 2061) to increase the rates of basic compensation 
of officers and emplovees in the field service of the Post Oflice Depart- 
ment, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 


AMENDMENTS 


The amendments are as follows: 

(1) Page 13, line 17, after “Makes” insert “occasional”; 

(2) Page 15, line 22, strike out “(11) POSITION.—CITY OR 
SPECIAL CARRIER—LEVEL 4.” and insert in lieu thereof ‘‘(11) 
POSITION.—CITY OR SPECIAL CARRIER OR SPECIAL- 
DELIVERY MESSENGER—LEVEL 4.”; and on page 18, line 3, 
after ‘“Special-delivery carriers” insert “and — special-delivery 
messengers’; and on page 105, lines 16 and 17, strike out “EQUIP- 
MENT MAINTENANCE ALLOWANCE FOR SPECIAL- 
DELIVERY CARRIERS” and insert in heu thereof “SPECIAL- 
DELIVERY EQUIPMENT MAINTENANCE ALLOWANCE”; 
and on page 105, line 19, strike out “special delivery carriers” and 
insert in lieu thereof “special-delivery carriers and special-delivery 
messengers’’. 

Purpose or AMENDMENTS 
The first amendment merely affirms the view of the committee that 


the simple distribution of parcel-post packages by mail handlers is an 
incidental (occasional) rather than a primary function, 
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SIMPLIFIED MAILINGS—CHURCH PUBLICATIONS 





Jung 2, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kircore, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany H. R. 4585] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4585) to amend the act of August 24, 1912, 
to simplify the procedures governing the mailings of certain publica- 
tions of churches and church organizations, having considered the 


same, report favorably thereon without amendment and recommend 
that, the bill do pass. 

This bill amends section 229 of title 39 of the United States Code 
and authorizes churches and church organizations to mail their publi- 
cations under second-class rates without the necessity of maintaining 
subscription lists separate from their membership lists. 

At the present time the periodicals and publications of organizations 
such as institutions of learning, trade unions, lodges, benevolent socie- 
ties, and others of a similar nature have this mailing privilege. Under 
present law, enacted in 1879, church or church organizations, in order 
to comply with the regulations governing second-class mail, are re- 
quired to obtain an individually signed statement from each of their 
members identifying a portion of the member’s church contribution 
as being payment for a subscription to the church publication. This 
legislation will correct the oversight of not including churches and 
church organizations in statutes modifying the law governing second- 
class mailings passed in 1912 and pried ws several times. 

The benefits of this legislation will be felt mostly by the local 
churches inasmuch as the national church organizations maintain 
subscription lists as a normal course of business. In the local churches, 
in order to be eligible for second-class mailing privileges, some member 
of the church must contact all other members and secure a subscrip- 
tion pledge card. This operation is purely a smokescreen and a nui- 
sance insofar as both the local church and the Post Office Department 
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2 SIMPLIFIED MAILINGS—CHURCH PUBLICATIONS 


is concerned. The Post Office Department testified that no benefits 
inure to the Department in enforcing the requirement for subscription 
lists of local churches but that on the contrary, it was expensive, time- 
consuming, and often embarrassing. 

The provisions of this bill weal affect in no way the postage rate 
paid on the church publications involved. Churches are already 
placed in the same category for rate purposes as are the other non- 
profit fraternal, educational, veteran, and similar groups. It would 
simply eliminate the cumbersome and little understood procedures 
required of the churches. 

The publications which fall under this authority are limited in the 
advertising which they may carry, in that advertising of the publisher 
only is permissible. Any publication which carries commercial adver- 
tising matter must comply with the standard postal regulations for 
second-class matter. 

The enactment of this bill should not result in additional cost; on 
the contrary, it is expected to bring about a material saving of time 
for the Post Office Department and the elimination of confusion and 
embarrassment on the part of the churches. 

The committee held hearings on this legislation at which favorable 
testimony was presented by the Post Office Department and by 
representatives of church organizations and individual churches. No 
objections to the passage of this bill were received. 

The letter of endorsement from the Postmaster General follows: 


Orrice or THe PostmasteR GENERAL, 
Washington, D. C., April 19, 1956. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civil Service, 
House of Representatives. 

Dear Mr. CuarrmMan: Reference is made to your request for a report on H. R. 
4585, a bill to amend the act of August 24, 1912, to simplify the procedures 
governing the mailings of certain publications of churches and church organi- 
zations. 

The publications to which this bill would apply are very similar to those 
already specially provided for in the act of August 24, 1912, as amended (39 
U.S. C. 229). They are circulated largely to members of *he churches or church 
organizations in the interest of which they are published. 

There are several hundred publications in this group, many of which already 
have the second-class mail privileges. As the law makes no special provisions 
for these publications they must meet the requirements of the act of March 3, 
1879, as amended (39 U. 8. C. 226), which is the general law governing second- 
class matter and which specifies that, among other things, a publication must 
have a legitimate list of subscribers and not be designed primarily for free cir- 
culation or for advertising purposes. 

No particular benefits inure to the Post Office Department in requiring churches 
and church organizations to meet the requirements in the act of March 3, 1879, 
as amended, since practically all the publications eventually obtain second-class 
mail privileges after involved correspondence and printing of special pledge cards 
or forms to include & subscription statement. This has actually worked a hard- 
ship on some churches or church organizations. 

he provisions of this bill would eliminate these cumbersome procedures and 
would place the publications of churches and church organizations in the same 
category as those published by institutions of learning, trades unions, benevolent 
societies, and other similar organizations now provided for in the act of August 24, 
1912, as amended. That act does not permit advertising other than the publish- 
ers’ in publications of institutions of learning. It does not require subscriptions 
except in the cases of certain other publications specifically mentioned carrying 
advertising other than the publishers’. The great majority of publications of 
churches and church organizations do not carry advertising other than their own 
and therefore would not be required to have subscriptions. 
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The act of August 24, 1912, as amended, does not prescribe a different postage 
rate for publications coming within its provisions. 

If this bill were enacted into law, it would simplify the processing of applications 
for entry and reentry of publications as second-class mail, from churches and 
church organizations, thereby saving-considerable time and expense. It would 
also tend to gages criticism of the postal service by a very substantial segment 
of citizens of the country who cannot understand why publications of the type 
provided for in the bill cannot be given the benefits contemplated as well as 
publications for which such provision is now made. 

co view of the foregoing, this Department recommends the enactment of this 
legislation 

The Bureau of the Budget has advised that there would be no objection for the 
presentation of this report to the committee. 

Sincerely yours, 
C. R. Hook, Jr., 
Acting Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Ninta Paracraph UnpEerR tHe Heapine “Orrice oF THE THIRD ASSISTANT 
PostTMAsTER GENERAL” CoNnTAINED IN First SEcTION OF THE AcT APPROVED 
Avaust 24, 1912 


OFFICE OF THE THIRD ASSISTANT POSTMASTER GENERAL 
fo + * * * * a 

That from and after the passage of this Act all periodical publications issued 
from a known place of publication at stated intervals, and as frequently as four 
times a year, by or under the auspices of a benevolent or fraternal society or order 
organized under the lodge system and having a bona fide membership of not less 
than one thousand persons, or by a regularly incorporated institution of learning, 
or by a regularly established State institution of learning supported in whole or in 
part by public taxation, or by a church or church organization, or by or under the 
auspices of a trades union, and all publications of strictly professional, literary, 
historical, or scientific societies, including the bulletins issued by State boards of 
health, by State conservation and fish and game agencies or departments. and by 
State boards or departments of public charities and corrections, shall be admitted 
to the mails as second-class matter, and the postage thereon shal! be the same as 
on other second-class matter; and such periodical publications, issued by or under 
the auspices of benevolent or fraternal societies or orders or trades unions, or by 
strictly professional, literary, historical, or scientific societies, or by churches and 
church organizations, shall have the right to carry advertising matter, whether 
such matter pertains to such benevolent or fraternal socieities or orders, trades 
unions, strictly professional, literary, historical, or scientific societies, churches and 
church organizations, or to other persons, institutions, or concerns; but such 
periodical publications, hereby permitted to carry advertising matter, must not 
be designed or published ortnarity for advertising purposes, and shall be originated 
and published to further the objects and purposes of such benevolent or fraternal 
societies or orders, trades-unions, churches and church organizations, or other 
societies, respectively; and all such periodicals shall be formed of printed paper 
sheets, without board, 2loth, leather, or other substantial binding, such as dis- 
tinguish printed books for preservation from periodical publications: Provided, 
That the circulation through the mails of periodical publications issued by, 
or under the auspices of, benevolent or fraternal societies or orders, or trades- 
unions, or by strictly professional, literary, historical, or scientific societies, or by 
churches and church organiza.ions as second-class mail matter, shall be limited to 
copies mailed to such members as pay therefor, either as a part of their dues or 
assessments, or otherwise, not less than fifty per centum of the regular subscrip- 
tion price ; to other bona fide subscribers; to exchanges, and ten per centum of such 
circulation as sample copies: Provided further, That when such members pay there- 
for as a part of their dues or assessments, individual subscriptions or receipts shall 
not be required: Provided further, That the office of publication of any such periodi- 
cal publication shall be fixed by the association or body by which it is published, 
or by its executive board. O 
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FOSTAL FIELD SERVICE COMPENSATION ACT OF 1955 , 





Jung 2, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany S. 2061] 


The Committee on Post Office and Civil Service, to whom was 


referred the bill (S. 2061) to increase the rates of basic compensation 
of officers and employees in the field service of the Post Office Depart- 
ment, having considered the same, report favorably thereon with 
amendments and recommend that the bill, as amended, do pass. 


AMENDMENTS 


The amendments are as follows: 

(1) Page 13, line 17, after “Makes” insert “occasional”; 

(2) Page 15, line 22, strike out “(11) POSITION.—CITY OR 
SPECIAL CARRIER—LEVEL 4.” and insert in lieu thereof (11) 
POSITION.—CITY OR SPECIAL CARRIER OR SPECIAL- 
DELIVERY MESSENGER—LEVEL 4.”; and on page 18, line 3, 
after ‘“Special-delivery carriers’ insert “and special-delivery 
messengers”; and on page 105, lines 16 and 17, strike out “EQUIP- 
MENT MAINTENANCE ALLOWANCE. FOR SPECIAL- 
DELIVERY CARRIERS” and insert in lieu thereof “SPECIAL- 
DELIVERY EQUIPMENT MAINTENANCE ALLOWANCE”; 
and on page 105, line 19, strike out “special delivery carriers” and 
insert in leu thereof “special- delivery carriers and special-delivery 
messengers’’. 


Purpose or AMENDMENTS 


The first amendment merely affirms the view of the committee that 
the simple distribution of parcel-post packages by mail handlers is an 
incidental (occasional) rather than a primary function. 
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2 POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 







The second amendment clarifies the status of special-delivery mes- 
sengers under the bill. The committee, was concerned that under the 
bill the position of special-delivery messenger might be eliminated or 
completely prohibited. This amendment will continue the present 
status of special-delivery messengers presently on the rolls and will 
permit additional appomtments to the position of special-delivery 
messenger. The provision of the bill providing the title of special 
carriers for city letter carriers who in some post offices are assigned to 
deliver special-delivery letters is continued in the bill. 


STATEMENT 


It is the purpose of this legislation to provide an increase in the 
compensation of postal employees and, at the same time, bring about 
correction of serious inequities in the salary schedule by the adoption 
of an improved method of classifying postal employees for salary 
purposes. 

Under this bill, all postal employees will receive a minimum increese 
of 6 perceat on their basic salaries, effective March 1, 1955, and within 
180 days after enactment will then be fitted into a salary schedule pro- 
viding for a pay scale establishing a more realistic relationship between 
the various positions—particularly with reference to their duties and 
responsibilities—and the salaries of such positions. The adjustment 
to the new salary schedule will result in a payroll increase of approxi- 
mately 2 percent. 

On January 11, 1955, the President of the United States forwarded 
to the Congress a special message (H. Doc. No. 65) concerning the 
rates of pay of postal employees. He recommended that postel em- 
ployees be given a 5-percent increase in their basic salaries and that the 
increase must be accompanied by a reclassification plan which will 
place the compensation for postal field service positions in proper rela- 
tionship to each other so that inequities will be eliminated, incentive 
for advancement offered, and the principle of higher pay for more 
difficult and responsible work followed. Legislation in conformance 
with this recommendation of the President was submitted by the 
Postmaster General and introduced as H. R. 2987. 

The committee held extensive hearings (15 sessions) on this subject, 
and testimony was received relating to the need for an increase in 
postal salaries as well as the various features of the Postmaster 
General’s reclassification plan. There was a general agreement on 
the part of witnesses that there was a need for job reclassification in 
the postal service. Following these hearings, the committee recom- 
mended its own bill, H. R. 4644. 

The language of H. R. 4644 with several amendments to the salary 
schedules, as well as a provision for a retroactive date to March 1, 
1955, were substituted in the Senate-passed bill, S. 1.. This bill with 
the revised schedules and a 7-percent increase in basic salaries was 
vetoed by the President. (See appendix.) 

The bill that this report accompanies, S. 2061, returns to sub- 
stantially the committee bill, H. R. 4644, and will meet the objections 
listed by the President in his veto message on 8. 1. 
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APPEALS TO THE Civ, SeRvicz CommMISSION: 


The bill provides that an aggrieved employee may appeal to the 
United States Civil Service Commission: any administrative action 
taken or decisions made with respect to (1) the ranking of his position 
as to salary level if it is other than one of the “key positions” in sec- 
tion 203 and (2) the designation of his position as a “key position” on 
the basis of and in accordance with the description of the duties and 
responsibilities of such position. ‘The appeal will. be for the purpose 
of determining whether his position has been properly allocated. The 
decision of the Civil Service Commission is made mandatory on the 
Postmaster General. 


No DownGRaDING OR REpwucrTION IN SALARY OF PresENtT EMPLOYEES 
AND SUBSTITUTES 


The bill contains prohibitions against downgrading of individuals 
and assures employees they will continue to receive their present 
selary plus the 6 percent added during the process of conversion to 
the salary schedules contained in the bill. 

It also provides that nothing in this act shall be deemed to reduce 
the per annum or hourly basic compensation of any employee on the 
rolls on the effective date of the postal field service schedule, rural 
carrier schedule, or fourth-class office schedule to an amount less than 
his basic compensation immediately prior to adjustment to such sched- 
ules (present rate plus 6 percent). It would not preclude reduction 
due to voluntary acceptance of a lower level position in lieu of separa- 
tion from the service, or due to a change in salary level required 
because of a subsequent reduction in mail volume or receipts of a post 
office or because of the adjustment of a rural route. 


CLASSIFICATION INCREASE 


S. 2061 contains substantially higher annual salaries for those 
employees placed in level 4 when compared with the original adminis- 
tration proposal in the bill introduced as H. R. 2987. These addi- 
tional increases, which will go to motor vehicle operators, city letter 
and special-delivery carriers, carriers, distribution clerks, window 
clerks, and _ special-delivery messengers, represent an additional 
increase in payroll cost of $25 million annually. This will increase 
the starting rate for these employees from the present rate of $3,270 
($3,170 in the case of special-delivery messengers) to $3,660 a year, an 
increase of $390 a year, or approximately 12 percent. The maximum 
rate will be increased from the present rate of $4,070 to $4,410 a year. 
In addition, many of these employees at the top are eligible for the 
additional longevity grades of 3100 each at 13, 18, and 25 years’ 
service, making a top rate of $4,710. 


Loncevity Pay ror SUBSTITUTES 


The bill will provide longevity for substitutes for the first time. In 
some post offices, and this will be particularly important now that the 
number of automatic steps has been reduced in the case of the large 
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clerk-carrier group from 9 to 7, many substitutes have been at the 
top of their automatic steps and not eile for longevity promotions 
until they become regulars. This bill will permit substitutes to receive 
longevity pay on the same basis as regular employees—that is, at the 
end of 13, 18, and 25 years of service, 


Larcer ANNUAL INCREASES 


Under the provisions of the bill, movement of each clerk and carrier 
to the top steps of his salary level will be accelerated. This is done 
by reducing the number of automatic steps from 9 to 7 and increasing 
the amount of each automatic step. 


Automatic Srep Increases For PosTMAsTeRS AND SUPERVISORS 


Under Public Law 134, 79th Congress, postmasters and supervisors 
are paid single per annum rates, whereas the rank and file employees 
are given annual automatic increases. The postal field service, rural 
carrier, and fourth-class office schedules in S. 2061 (designated as 
PFS, RCS, and FOS schedules, respectively) provide that all employ- 
ees, including postmasters and supervisors, shall be placed in 7-step 
levels, except for PFS-19 and PFS-20 employees, for whom 7-step 
levels are precluded by the present $14,800 maximum. This oppor- 
tunity for salary increases as skills and responsibilities increase is an 
important incentive factor and should apply to all employees. 


Satary IncrEASE ON Promotions GUARANTEED 


The bill provides that when an employee is promoted to a higher 
salary level in the PFS schedule, he shall receive as a minimum increase 
the amount of difference between the first step of the salary level from 
which promoted and the first step of the next higher salary level. 
Thus, an employee who assumes more responsible duties receives a 
substantial increase in pay rather than a token increase or no increase 
at all, which is commonly the case under Public Law 134. 


GREATER PROMOTIONAL OPpProrRTUNITIES 


This bill will afford far greater opportunity for promotion. The 
establishment of 20 salary levels in the PFS schedule in S. 2061 will 
permit the classification of many positions at salary levels above, as 
well as between, the rates established in Public Law 134. Under that 
law, the Post Office Department has been able to pay employees only 
on the basis of job titles and the pay rates established in the law for 
those titles. The number of certain supervisory tities which an oilice 
might have also was prescribed. 

‘Thus, for example, an employee serving as a substitute for a super- 
intendent of mails who is on extended sick leave may not be compen- 
sated for the added responsibility because the title and salary structure 
of Public Law 134 does not permit it. This bill will permit proper 
salary payments in such cases. 

There are many positions, both supervisory and nonsupervisory, 
whose duties and responsibilities warrant a pay differential which is 
not provided in present law. Under S. 2061 the greater responsibilities 
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of these positions can now be reflected in greater compensation. The 
effect is that upon enactment of the legislation the incumbents of, 
these positions will receive pay adjustments which are tantamount’ 
to promotions. As vacancies occur there will be these additional 
Bigner paying positions to which others can be promoted. 


he inclusion of regional and district office positions in the same 
salary schedule with other postal field service positions will make 
possible the establishment of orderly promotion lines from other posi- 
pose in the postal field service to positions in the regional and district 
offices. 


REsTRICTIONS ON APPOINTMENTS From OvrtsIDE THE Postat Fietp 
SERVICE 


The provisions of section 501 of S. 2061 limit the authority of the 
Postmaster General to appoint to a salary rate higher than the en- 
trance rate. It is limited to the appointment of persons who have 
been employed in a civilian capacity in other branches of the Govern- 
ment and to positions in the district or regional offices or to profes- 
sional or scientific positions. 


BiweEexty Pay Periop 


In place of the present semimonthly pay period, the pay period for 
postal employees under S. 2061 will be biweekly, providing 26 pay- 
days per year and thereby granting an extra day’s pay in the year 
for these employees. Another advantage in the biweekly pay period 
is that it permits standardization of the payday so that it will occur 
on the same day of each alternate week throughout the year. 


Ratio or SusBstituTes TO REGULARS 


The authorization of 1 classified substitute for each 5 regular em- 
ployees under this bill (rather than the 1-for-6 ratio now in effect) will 
permit the conversion to career tenure of several thousand employees 
who cannot presently be converted from indefinite or temporary 
tenure. 


Rvurat Carrier SUBSTITUTES 


The bill also provides a new method for computing the per diem 
rate of rural carrier substitutes, using a 312 days’ basis instead of a 
360 days’ basis. The change in the pay period will permit the com- 
pensation of substitute rural carriers on the same basis as the regular 
carriers. 

Sunpay anp Houipay Work 


Representatives of the clerks and carriers organizations objected to 
authorizing postmasters to pay time and a half for service performed 
on Sundays and holidays throughout the year as recommended by 
the Postmaster General. They recommended that it be restricted as 
at present to Sundays and holidays in the month of December with 
compensatory time allowed in the months other than December. 


The committee has included an appropriate provision covering this 
in the bill. 


see ewe S&S ee oe =~ 
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Report or THE PostMASTER GENERAL ON PosiTION RECLASSIFICATION 


The bill requires the Postmaster General to furnish Congress a com- 
rehensive report of the reclassification actions taken under the bill. 
‘he bill spells out in detail the contents of this report. It is the inten- 

tion of the committee to make a thorough and searching analysis of 
the classifications of positions, assignments thereof to salary levels, 
and the effectiveness of the appeals provisions provided by this 
legislation. ‘The committee proposes to maintain a continuing interest 
in the problems of postal employees’ pay and classifications, 


IncrEASE IN AutTHorizeD Travet ALLOWANCE 


The bill also increases the authorized travel allowance of postal 
transportation employees assigned to road duty from the present rate 
of $6 per day to $9 per day. 


NeEp FoR RECLASSIFICATION IN THE Postat Fiseip Services 


Congressional committees, as well as the task force of the Hoover 
Commission, have repeatedly directed the attention of the Congress to 
the need for a more realistic appraisal of salaries in the postal field 
service. They have pointed out that the present postal salary system 
completely ignores the principle of equal pay for substantially equal 
work and makes no provision for recognition of substantial differences 
in the difficulty of the work to be performed, the degree of responsi- 
bility to be exercised, the scope and variety of tasks involved, and the 
conditions of performance. In the search for efficiency and economy 
in the postal service, it is essential that supervisory oflicials be ac- 
corded adequate recognition when, through superior management and 
improved procedures, they have been able to reduce the total number 
of employees necessary to do a specific job. This is particularly 
Tapas when it is realized that well over 70 percent of the nearly $3 
billion spent annually by the postal service goes for payment of salaries. 

The present postal pay system, particularly as it relates to super- 
visors, however, is diametrically opposed to this principle. Many 
supervisors are paid on the basis of the number of cubic feet in the 
area they supervise or solely in relation to the number of employees 
under their jurisdiction. Present law, as it relates to employees paid 
under the Classification Act of 1949 (Public Law 429, 81st Cong.), 
contains a direct prohibition against this latter situation. The 
Classification Act provides that no appropriated funds shall be used 
to pay the compensation of any officer or employee who places & 
supervisory position in a class and grade solely on the basis of the 
size of the group, section, bureau, or other organization unit of the 
number of subordinates supervised. 

In the 80th Congress, the House Committee on Post Office and 
Civil Service conducted a very extensive and thorough investigation 
of problems of the postal service and in its report expressed concern 
over the pay system in the postal field service. This was closely 
followed by the report of the task force of the first Hoover Commission 
which in 1950 recommended the following: 
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Provide ways and means, within the framework of the rules laid down by the 
Civil Service Commission, for overcoming inequities in pay structure by: 
1. Developing job descriptions for all classes of jobs in the postal service. 
2. Appraising the relative worth of jobs and developing pay scales which 
fully recognize job responsibilities and requirements, giving due recoguition 
to locality differentials. 


3. Establishing experience and fitness qualifications for jobs. 
This recommendation contemplates a clear-cut delezation of responsibility for 


salary administration from the legislative branch to the executive branch, with 
authority to act. 


Again, in the 83d Congress additions! studies were made by the 
House Posi Office and Civil Service Committee and by the Advisory 
Council to the Senate Post Oifice and Civil Service Committee. 

The House committee’s Subcommittee on Postal Operations in a 


comprehensive report printed as House Report No. 366, 83d Congress, 
stated that— 


it is clear that a final and satisfactory solution to the personnel problems of the 
postal service can be arrived at only by a complete revision of classification of 
postmasters and postal employees, 

The Senate Advisory Council, authorized by Senate Resolution 
No. 49, 83d Congress, found the following conditions relsting to the 
personnel situstion in the postal field service and so reported in 
Senate Report No. 1086, 83d Congress: 


(1) There is no overall pay plan anplicable to all sezments of the postal service. 
(2) The several pay plans have little or no relationship to each other and gen- 
erally ignore elements commonly considered sound in modern pay administration 
programs. 
(3) The large number of pay plans create accounting and payroll complications 
and add to the cost of administration. 
(4) The pay of employees generally is not based on any system of jo» evaluation. 
Boy Supervisory positions are not adequately recognized in existing pay sched- 
ules. 
(6) In the nonsupervisory groups, highly skilled distribution clerks are not 
accorded adequate recognition in pay or incentive 
(7) The Post Office Derartment has not had an incentive-awards program. 
(8) Present standards for determining the class of post office have created 
many inequitable situations, 


It is significant that a member of the Senate Advisory Council and 
chairman of its Subcouncil on Personnel wes the president of the 
National Association of Letter Carriers. ‘The Subcouncil on Personnel 
recognized the participation of leaders of the various postal employees 
organizations “‘whose work formed the basis of the report’ of the 
Subcouncil on Personnel. 

The President of the United States, in his memorandum disapprov- 


ing the pey bill last year, stated among his reasons for disapproval 
the following: 


we must have classification 2nd promotional procedures for postal personnel that 


will serve the best interest of the Government, the public, and the postal workers 
themselves. 


In his message to the Congress this year (H. Doc. 65) he again 
emphasized that the inclusion of a job evaluation program for postal 
employees is a must, as far as he is concerned, ii salary increases are 
to receive his approval. 

The committee, both in this Congress and in the 83d Congress, 
has held extensive hearings on the question of postal employees’ 


es ew eee oe 














8 POSTAL FIELD SERVICE COMPENSATION ACT OF 1955 


salary and classification problems. paige the 83d Congress the 
committee recommended two postal pay and classification measures, 
H. R. 9245 and H. R. 9836, and the latter was reported unanimously, 
In both of these bills the committee recognized that the time had 
come for a reclassification of positions in the postal field service. 

The report on H. R. 9245, which recommended a study of the classi- 
fication system of the postal service and included specific recom- 
mendations for improvements, recognized the need for reclassification 
by stating: 

It is highly desirable that the Congress by law establish a new general system 
for the classification of positions and the determination of basic salary rates for 
personnel in the postal field service. 

H. R. 9836, which was reported unanimously, provided that the 
Postmaster General develop a reclassification plan which was to be 
submitted to the Congress for approval or disapproval at the begin- 
ning of the 84th Congress. The committee stated that a position 
evaluation plan should: be submitted to the Congress based upon— 
(1) the principle of equal pay for substantially equal work, and (2) the proposition 
that variation in rates of basic compensation paid to different postmasters, officers, 
and employees shall be in proportion to substantial differences in the difficulty, 
responsibility, and qualification requirements of the work performed and to the 
contributions of postmasters, officers, and employees to efficiency and economy 
in the postal field service. 

While neither of these two bills became law, nevertheless the Post- 
master General preetes to develop a plan and program similar to 
that which would have been required by H. R. 9836. This salary 
plan was contained in a recommendation of the Postmaster General 
to the Speaker of the House on January 24, 1955, and introduced as 
H. R. 2987. The plan was in line with the request of the committee 
and its outline and direction as contained in House Report No. 2107, 
83d Congress. 

Following extensive hearings at which witnesses representing em- 
ployee organizations testified that reclassification was desirable, the 
plan, amended in some detail by the committee and coupled with a 
6-percent increase, was recommended in a committee-drafted bill 
(H. R. 4644). The improvements added by the committee and now a 
part of this bill (S. 2061) have been discussed in previous paragraphs 
in this report. 

The method of job evaluation contained in the bill will be discussed 
in succeeding paragraphs, 


Uss or Key Positions 


S. 2061 contains descriptions of 49 representative positions which 
are occupied by over 90 percent of the postal field service employees 
other than those paid under the FOS and RCS schedules. Each key 
position is assigned in the bill to its proper salary level. 

These key positions serve two 4s) mag 

(1) They determine the specific salary levels for the great majority 
of postal employees by direct congressional action; 

2) They serve as “benchmarks” for the Post Office Department in 
determining the yb salary levels for the positions occupied 
by the remaining employees, who constitute less than 10 percent of 
the total force. 
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To illustrate the effect on employees occupying key positions: The 
Department will identify the position of an employee as falling within 
the description of 1 of the 49 key positions. ‘The salary level of the 
employee then becomes the salary level set forth in the law for that 
key position. The basic salary of the employee will be converted to 
the proper step of that salary level in accordance with the conversion 
rules of section 304. 

The process of determining the proper salary level for employees in 
positions other than the key positions is set forth in section 201 of the 
bill. It consists of (1) comparing the duties, responsibilities, and work 
requirements of the position occupied by an employee with the duties, 
responsibilities, and work requirements of the key positions described 
in section 203, and (2) ranking the position in relation to the key 
position most closely comparable thereto in terms of the level of duties, 
responsibilities, and work requirements. 

Determinations made or actions taken in both of the above illustra- 
tions are appealable to the Civi! Service Commission, and the decisions 
of the Commission thereon are mandatory on the Postmaster General. 


NeEEp For A REVISION oF THE SALARY SCHEDULES 


Employees in the postal field service are paid upon salary schedules 
set forth in Public Law 134 of the 79th Congress. ‘This law has been 
amended almost 200 times in order to meet situations that have 
occurred requiring adjustments in the salaries and in the relationships 
between the salaries of various positions in the postal field service. 
Public Law 134 in itself represented a great advance in the pay system 
of the postal field service. It was the first major revision of postal 
employees’ salaries since 1926—nearly 20 years. 

During the committee hearings of this Congress on postal pay and 
classification nearly every employee representative commended the 
action of Congress in its initiation and approval of Public Law 134. 
Since the passage of Public Law 134, which gave all employees on the 
rolls an increase in salary, salary increases have been based upon a 
need for keeping pace with the increase in the cost of living. Since 
Public Law 134 was effective July 31, 1945, postal employees have 
posh the following increases in salary authorized by action of the 

ongress: 

1. Effective January 1, 1946, under Public Law 386, 79th Congress, 
approved May 21, 1946, postal employees paid on an annual basis 
received an increase of $400 annually, hourly employees received an 
increase of 20 cents an hour, and fourth-class postmasters received 
a 20-percent increase. 

2. Effective June 30, 1948, under Public Law 900, 80th Congress, 
postal employees paid on an annual basis received an increase of $450 
annually, hourly employees received an increase of 25 cents an hour, 
and fourth-class postmasters received a 25-percent increase. 

3. Effective November 1, 1949, under Public Law 428, 8ist Con- 
gress, postal employees paid on an annual basis received an increase 
of $120 a year, hourly employees received an increase of 2% cents an 
hour, and fourth-class postmasters»received a 5-percent increase. 
(Also, this act raised the entrance salary for regular employees by 
$200 and provided an additional $100 increase for temporary employees 
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after 1 year’s service. Three longevity grades were created for those 
who were not granted such grades under Public Law 134, 79th Cong.) 

4. Effective July 1, 1951, under Public Law 204, 82d Concress, 
approved October 24, 1951, postal employees paid on an annual basis 
received increases of $400 annually, hourly employees received 20 cents 
an hour, the first 2 grades were eliminated, and employees who had not 
received at least 2 administrative advancements in automatic grades 
and who had entered the postal service after July 1, 1945, received 
either a 1- or 2-grade advancement. Postmasters’ and supervisors’ 
salaries were reclassified except for fourth-class postmasters who 
received a 20-percent increase on their present salaries. Rural 
carriers recived a 1-cent-a-mile additional equipment allowance and 
the Postmaster General was authorized to grant equipment mainte- 
nance allowances not to exceed $3 a day for heavy-duty routes. 

One of the major benefits of legislation enacted in 1945 was the 
establishment of additional automatic grades for most postal employ- 
ees as well as three longevity grades of $100 each based upon length 
of service. The additional automatic increases have served as a con- 
tinual factor in the raising of the salaries of the average postal em- 
ployee. For example, an employee who remains in the same position 
after 8 years in the postal service is receiving $800 more than the pay 
of his entrance grade although he is doing the same job. As another 
illustration, a postal clerk or carrier who entered the service prior to 
January 1946 would have entered at $1,700 a year and would now be 
in the top automatic grade drawing a salary of $4,070. Under this 
bill his salary will become $4,410 a year, or a total increase of 159.4 
percent. 

Some groups of employees have, since 1945, received larger in- 
creases than other employees. ‘This is occasioned, in part, by the 
manner in which salary increases for postal employees have been 
brought about. For example, some employees have received ad- 
vantage by the elimination of the first two grades by Public Law 204 
of the 82d Congress. The entrance grades for clerks and carriers, as 
set by Public Law 134, was $1,700. Intervening increases, together 
with the proposed increase in this bill, will bring the entrance grade 
for clerks and carriers to $3,660, an increase of 115.2 percent. 

There has been a general increase in the level of postal employees’ 
salaries which has raised the average salary for postal employees from 
$2,049 in 1945 (just prior to Public Law 134) to the present average 
annual salary of $3,928. In 1945, after the enactment of Public Law 
134, the average annual salary of postal field service employees was 
$2,267. After the enactment of this bill (S. 2061) it is estimated 
that the average annual salary for postal field service employees will 
be $4,360. This represents an average increase since 1945 of over 
$2,300 per employee, or 112.7 percent. During this same period the 
increase in the cost of living was 48.7 percent. 

The committee received testimony to the effect that postal employ- 
ees generally have increased efficiency in conducting the postal opera- 
tions. The committee commends the employees for this demon- 
strated improvement in their efficiency and points out that it justifies 
the establishment of automatic and longevity increases based upon 
the proposition that good employees will improve their efficiency and 
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output during their period of service. The committee, however, does 
feel that the total of these automatic increases has not been sub- 
stantially more than the increase in the cost of living and that an 
increase in salary is still warranted. 

On July 1, 1951, the effective date of the last salary increase, the 
cost of living index of the Bureau of Labor Statistics was 110.9; in 
January 1955 the index was 114.3. This represents an increase of 
3.4 points, or 3.07 percent. S. 2061 grants a minimum salary increase 
of 6 percent to every employee. 

Following the hearings, it was the view of the committee that the 
6 percent increase is fully warranted under the circumstances to keep 
faith with postal employees who have entered the service since the last 
salary increase and those who have remained in the service. It is 
the intention of the committee to provide a fair salary increase as 
Congress on four specific occasions since 1945 has provided. 

There are some who feel that the increase should be greater. The 
committee points out that during this interim period (1945 to date) 
the postal employees have received many additional benefits as well 
as increases from ingrade steps, longevity grades, and promotions. 
They have received a substantial increase in their sick and annual 
leave. For example, employees having more than 15 years’ service 
were increased from 15 days to 26 days and now have over 5 working 
weeks of annual leave each year. Also, in 1948 there was a complete 
revision of the Retirement Act. 

Many fringe benefits were also provided postal employees by Public 
Law 763 of the 83d Congress. Under this law, letter carriers, for 
example, will receive $100 a year uniform allowance. An estimated 
95 percent of the postal employees have taken advantage of the verv 
beneficial group life insurance plan. Postal employees are now eligible 


for eR ep Sey compensation, and their appointments are now 


made in the majority of instances on a permanent basis. 

The Post Office Department at present has some 503,659 employees 
representing an annual payroll of $1,952,652,000. It is estimated 
that this legislation will add $159,194,000 to this cost. This does not 
include several intangible increased costs, such as the increase in the 
travel allowance for postal transportation employees, or the longevity 
increases for substitutes, or the new formula for computing the pay 
of substitute rural carriers. These fringe benefits are estimated to 
cost an additional $7,600,000 per year. 

In summary, this bill will provide a minimum 6-percent increase for 
all postal employees and new salary schedules which are designed to 
place the wages for postal field service positions in proper relationship 
to each other so that inequities will be eliminated, incentive for ad- 
vancement offered, and the principle of higher pay for more difficult 
and responsible work followed. 


EXPLANATION OF THE Brut By TITLES AND SECTIONS 
SHORT TITLE 


The first section of the bill supplies a short title for the proposed 
new postal field service classification and compensation law by pro- 


viding that such proposed law may be cited as the “Postal Field 
Service Compensation Act of 1955.” 
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TITLE I—DEFINITIONS, COVERAGE, AND EXEMPTIONS 
DEFINITIONS 


Section 101 defines, for purposes of the bill, the terms ‘“Department,” 
“postal field service,” “employee,” “position,” “key position,” “salary 
level,” “basic salary,” “basic compensation,” and “persons.” 

The term ‘‘Department” means the Post Office Department which 
was established at the seat of government as an executive department 
by section 388 of the Revised Statutes (5 U.S. C., sec. 361) and the 
postal field service of the Post Office Department. 

The term “postal field service” covers all operations and organiza- 
tion units of the Post Office Department other than those depart- 
mental operations which are conducted in, and those organization 
units which are situated in, the headquarters offices of the Post Office 
Department at the seat of government. Such term specifically 
includes postal inspectors assigned to such headquarters offices and the 
operations of such postal inspectors. One effect of this new definition 
is to include within the term “postal field service” all field installa- 
of the Post Office Department, including regional and district 
offices. 

The term ‘employee’ covers postmasters, officers, supervisors, and 
all other individuals employed im the postal field service (including 
sates! inspectors assigned to the headquarters offices of the Post Office 

epartment at the seat of government), irrespective of their titles, 
unless the context of a particular provision of the bill indicates a more 
restrictive interpretation. Such definition, in effect, includes all in- 
dividuals employed by the Post Office Department outside the head- 
quarters offices of the Department at the seat of government (including 
officers and employees in the regional and district offices and post- 
masters) and also includes postal inspectors assigned to such head- 
quarters offices. Such definition specifically excludes individuals (as 
well as corporations, companies, associations, firms, partnerships, 
societies, and joint stock companies) providing services for the Post 
Office Department on a fee, contract, job, or piecework basis. The 
definition of the term “employee” contained in the bill is broader than 
the existing definition of the term “employees” contained in the first 
section of the act of July 6, 1945 (Public Law 134, 79th Cong.; 39 
U.S. C., sec. 851)—the present salary law for the postal field service. 
The effect of such existing definition of the term “employees” is 
merely to indicate the categories of employees referred to when such 
term is used in such act of July 6, 1945. The effect of the new defini- 
tion of the term “employee” contained in the bill is not only to indi- 
cate the categories of employees referred to in the bill but also (when 
read in conjunction with sec. 102, relating to coverage) to assist 
in making clear the coverage of the bill in terms of employees. 

The term “position” is defined as those duties and responsibilities 
assigned to an employee, except duties performed on a fee, contract, 
job, or piecework basis. This definition of the term “position” is 
similar to the definition of the term “position’’ contained in section 
301 of the Classification Act of 1949 to the extent that both definitions 
of “position” are stated in terms of the duties and responsibilities— 
that is, the work—of the employee. 

One effect of the definitions of “employee” and “position” in 
section 101 of the bill is to bring within the purview of the bill (except 
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the provisions of section 701 relating to retroactive basic salary in- 
creases) those employees in the nekogi ment shops in Washington, 
D. C., whose compensation is fixed and adjusted from time to time in 
accordance with prevailing wage rates. 

The term “key position” is defined as a position which is described 
in section 203 of the bill and which is in existence on the effective 
date of such section. Such section 203 describes key positions gener- 
ally as positions in the postal field service which consist of standard 
related tasks commonly performed in the postal field service an 
which are assigned to salary levels in the postal field service schedule 
contained in section 301 (a) of the bill. Such section 203 sets forth 
specific job descriptions (in terms of basic function, duties and re- 
sponsibilities, and organizational relationships) for the positions 
described therein and specifies the respective salary levels in the 
postal field service schedule to which such positions are assigned. 

The term “salary level’ is defined as the numerical standing in the 
postal field service schedule assigned to a position which is placed in 
the postal field service schedule pursuant to section 201 (a), or by 
section 203, of the bill. Each such salary level provides a series of 
annual rates of basic salary (except salary level 20 which provides 
only one such rate) for each position placed in such salary level. 

he term “basic salary’’ is defined as the rate of annual or hourly 
compensation specified by law, excluding, however, overtime, night 
differential, and longevity compensation. 

The term “basic compensation” is defined as basic salary plus 
longevity compensation. 

One purpose of section 101 in providing definitions of “basic salary’’ 
and “‘basic compensation’’ is to clarify the relationships of the several 
types of compensation provided by the bill for employees in the 
postal field service and eliminate confusion in the application of the 
various provisions of the bill with respect to such types of compensa- 
tion, particularly longevity compensation. 

The term “persons” is given the meaning prescribed for such term 
in section 1 of title I of the United States Code. By providing that 
the term “‘persons’’ shall have such meaning, section 101 of the bill 
makes it clear that such term includes corporations, companies, asso- 
ciations, firms, partnerships, societies, and joint stock companies as 
well as individuals. 

COVERAGE 


Section 102 sets forth the general coverage of the bill by providing 
that the proposed new classification and compensation law shall apply 
to all “‘positions’”’ and ‘employees’ in the “postal field service” as 
such quoted terms are defined in section 101. 


TITLE II—RANKING OF POSITIONS 


Title II of the bill proposes a departure from and improvement in 
the various methods of determining compensstion and evaluating 
positions under existing law governing the postal field service. The 
present classification and salary law for the postal field service—the 
act of July 6, 1945 (Public Law 134, 79th Cong.)—classifies positions 
by title and establishes salary rates (through schedules and listings 
of individual salary rates and rate ranges) by title and by such factors 
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as organization assignment and gross postal receipts, without regard 
to the work actually performed or the level of duties and responsibili- 
ties exercised by employees who may be receiving identical pay. 
Title IL of this bill, however, provides a systematic and up-to-date 
method for classification of positions, for compensation and other 
purposes, on the basis of evaluations of such positions in terms of 
duties, responsibilities, work requirements, specific and detailed 
descriptions of positions, and inclusions of similar positions within the 
same compensation ranges. 


ADMINISTRATION 


The first sentence of section 201 (a) requires the Postmaster General 
to determine the personnel requirements of the postal field service and 
to fix the number of supervisors and other employees therein, with the 
exception that not more than one assistant postmaster may be em- 
ployed at any post office. The above provision continues the author- 
ity and responsibility now vested in the Postmaster General under 
such existing provisions of law as, for example, section 396 of the 
Revised Statutes (5 U. S. C., sec. 369), section 11 (a) of the act of 
July 6, 1945 (39 U. S. C., sec. 861 (a)), and, from time to time, 
sahgarm of the annual appropriation acts for the Post Office 

epartment. 

The remainder of section 201 (a), as well as section 201 (b), relates 
to the authority and responsibility of the Postmaster General to 
classify certain categories of positions in the postal field service. 

Under section 201 (a) the Postmaster General is required to define 
and assign to its appropriate salary level in the postal field service 
schedule each position in the postal field service except the key posi- 
tions described in section 203 of the bill and the positions of postmaster 
in a fourth-class office and rural carrier. Each definition of a position 
by the Postmaster General pursuant to section 201 (a) will be based 
on an evaluation of that position in terms of the basic function, the 
duties and responsibilities, and the organizational relationships of 
such position and will, in effect, constitute a job description for such 

osition. Each such evaluation of a position will be made in the 
ight of, and after taking into account, the job descriptions provided 
in section 203 for key positions. 

The Postmaster General will be required to ascertain the appro- 
priate salary level in the postal field service schedule of each such 
defined position by means of two processes: First, by comparing the 
duties, responsibilities, and work requirements of such position with 
the duties, responsibilities, and work requirements of the key positions 
described in section 203 of the bill; and second, by ranking such 
position in relation to that one of the key positions which is most 
closely comparable in terms of the level of duties, responsibilities, 
and work requirements. If the functions, duties, responsibilities, 
and work requirements of any position defined by the Postmaster 
General: under section 201 (a) are substantially equivalent to the 
functions, duties; responsibilities, and work requirements of a key 
position, such defined position will be placed: in the same salary level 
as that of such key position. If the functions, duties, responsibilities, 
and work requirements of such defined position are not substantially 
equivalent to those of a key position, such defined position will be 
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placed in a salary level in relation to that key position which is most 
closely comparable to the defined position. In effect, the key positions 
described in section 203 are guides or benchmarks for the Postmaster 
General in classifying positions pursuant to section 201 (a). 

It should be mied in this connection that one purpose of section 
202 of the bill (relating to appeals by employees to the United States 
Civil Service Commission) is to protect employees against those 
classification actions taken pursuant to section 201 which result in 
improper assignments to salary levels. 

tion 201 (b) provides that in ranking positions the Postmaster 
General shall apply the principle of equal pay for substantially equal 
work and, in a ition, shall give effect to substantial differences (1) in 
difficulty of the work to be performed, (2) in the degree of responsibility 
to be exercised, (3) in the scope and variety of ‘aake involved (such as 
the scope and variety of the tasks of a postmaster in a large first-class 
office as contrasted with the tasks of a postmaster in a small first-class 
office), and (4) in the conditions of performance (such as physical con- 
ditions and surroundings, hazards, skill requirements, and the public 
relations aspects of performance). 

The following example illustrates one application of the language of 
section 201 (b). There is only one key position set forth in section 
203 for postmasters in second-class offices and such position is placed 
by paragraph (25) in salary level PFS-8. If the duties and responsi- 
bilities of the position of postmaster in a large second-class oflice 
clearly do not match the duties and responsibilities of 1 of the 49 key 
positions described in section 203, the position of such postmaster is 
not a key position. Therefore, in order to comply with the require- 
ment that the principle of equal pay for substantially equal work be 
followed in ranking positions, if the duties and responsibilities of a 
postmaster in a large second-class office are comparable to the duties 
and responsibilities of a postmaster in a small first-class office, the 
Postmaster General would be required to assign such postmaster in 9 
large second-class office to salary level PFS-9, the salary level for the 
position of postmaster in a small first-class office, 

A further example is in connection with the key position of motor 
vehicle operator set forth in paragraph (10) of section 203, which is 
placed in salary level PFS-4. One of the additional duties listed for 
such position is to drive a tractor and semitrailer on occasion. Cer- 
tain employees of the postal field service drive tractors and semi- 
trailers not occasionally, but every day as a regular duty. ‘The duties 
and responsibilities of sueh employees, therefore, do not fall within 
the description contained in section 203 for such key position of motor 
vehicle operator because the work which each such employee performs 
is of a higher level than the work described. for such key position. 
Consequently, the position of each such employee is not a key position. 
Thus, because of the requirement contained in section 201 (b) that the 
prenctive of equal pay for substantially equal work be applied by the 

ostmaster General in ranking positions, the Postmaster General 
would be required to assign those employees who regularly drive 
tractors and semitrailers to salary level PFS-5 in accordance with 
section 201. 

Section 201 (c) establishes a limit for the number of employees who 
may be placed in positions in salary levels 17, 18, 19, and 20 of the 
postal field service scuedule, as follows: In salary level 17 no more 
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than 40, in salary level 18 no more than 12, in salary level 19 no more 
than 4, and in salary level 20 no more than 15. This provision is 
consistent with the policy, established by the Congress, of limiting the 
number of positions in grades 16, 17, and 18 (the so-called supergrades) 
of the General Schedule of the Classification Act of 1949, as amended. 

Section 201 (d) provides that the determinations of the Postmaster 
General under section 201 shall be the basis for the payment of com- 
pensation and for personnel transactions. In effect, section 201 (d) 
provides that such determinations of the Postmaster General will be 
official for pay and personnel purposes, This result now obtains under 
existing law with respect to actions of the Postmaster General govern- 
ing postmasters, officers, employees, and positions in the postal field 
service. 

APPEALS 


Section 202 relates to appeal by employees to the United States 
Civil Service Commission from certain actions and determinations 
of the Postmaster General with respect to such employees and their 
positions. 

If the employee concerned is in a position other than a key position 
described in section 203 of the bill or other than the positions of post- 
master in a fourth-class office and rural carrier, such employee is 
granted the right by section 202 of the bill to appeal at any time to the 
United States Civil Service Commission to review the definition of 
his position, the assignment thereof to a salary level, and any other 
action taken or determination made by the Postmaster General under 
section 201, in order to determine whether the position of such em- 
ployee has been placed in its appropriate salary level in accordance 
with section 201. 

If the employee concerned is in a key position described in section 
203 of the bill, he is granted the right by section 202 to appeal at any 
time to the United States Civil Service Commission to review any 
administrative action taken or determination made under the pro- 
visions of the bill, with respect to such employee, in order to determine 
whether such employee has been placed correctly in a key position 
on the basis of and in accordance with the descriptions of key positions 
and the assignments of key positions to salary levels specified in 
section 203 of the bill. 

Section 202 also provides that each appeal to the United States 
Civil Service Commission under authority of such section may be 
made by the employee either individually or together with one or 
more other employees in the postal field service having an identical or 
a similar grievance. 

Section 202 further provides that each such appeal may be made 
by the employee either in person or through his designated repre- 
sentative. It should be noted that section 202 requires that each 
such employee shall designate specifically his representative in each 
instance in which he desires to make an appeal under such section 
through a representative rather than in person. 

In addition, section 202 provides that it shall be the duty of the 
United States Civil Service Commission to act on each appeal of an 
employee at the earliest practicable time after such ap is made. 
It is further required by section 202 that the decision of the Com- 
mission on such appeal shall be certified forthwith to the Postmaster 
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General. It is intended by section 202 that the decision of the Com- 
mission on each such appeal and its certification of such decision to 
the Postmaster General shall oot the sprepuste salary level for 
the position concerned and shall direct the Postmaster General to 
place such position in the appropriate salary level specified by the 
Commission. 

It is the duty of the Postmaster General, upon receipt of such 
certificate of the Commission, to take sei action in accord- 
ance with such certificate and such action will be official for pay and 
personnel purposes. 

In effect, section 202 of the bill guarantees to employees in the postal 
field service, subject to the postal field service schedule, the right 
(similar to that provided for officers and ee under the Classi- 
fication Act of 1949) to obtain a review, independent of and outside 
the Post Office Department, of actions taken or determinations made 
by or under authority of the Postmaster General governing the assign- 
ments of their positions to salary levels. 


KEY POSITIONS 


Section 203 of the bill sets forth 49 key positions in the postal field 
service. These 49 key positions consist generally of standard, related 
tasks commonly performed in the postal field service and, therefore, 
are representative of such service. 

Section 203 designates each of the 49 key positions by title, sets forth 
a specific job description for such position in terms of the basic func- 
tion, the duties pt responsibilities, and the organizational relation- 


ships of such sagged or specifies the salary level in the postal field 


service schedule to which such position is assigned. It is important 
to note that each of the 49 key positions set forth in section 203 is 
assigned by such section to a salary level in the postal field service 
schedule on the basis of the entire job description of such position, 
rather than by title alone (as is the case under the act of July 6, 1945), 
which indicates merely a general area of work. The salary levels to 
which the 49 key positions are assigned constitute, in the aggregate, 
a schedule of related rates of basic salary. The 49 key positions 
clearly delineate these salary levels and bear a logical relationship 
to each other in terms of the level of difficulty and responsibility of 
the work prescribed for each such position. 

In effect, section 203 is self-operating with respect to those positions 
in the postal field service which match the 49 key positions described 
in such section. The Postmaster General will survey the functions, 
duties, responsibilities, and work requirements of each position in the 
postal field service (other than the positions of postmaster in a fourth- 
class office and rural carrier) in order to determine whether such 
functions, duties, responsibilities, and work requirements fall within 
the scope of 1 of the 49 representative key positions. If such is the 
case, then such former position is a key position and is assigned, b 
the terms of section 203, to the same salary level as that of suc 
representative key position. If such is not the case, then such former 
position is not a oe position and will be assigned to its appropriate 
salary level in accordance with section 201. 

_ The following examples are illustrations of instances in which func- 
tions, duties, responsibilities, and work requirements of employees may 
H. Rept. 728, 84-13 
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or may not fall within the scope of the descriptions of the. 49 key 
positions. In the case of an employee who serves at a stamp window 
of a large post office, a reference to the description of his duties and 
responsibilities would clearly show that his duties and responsibilities 
fall within the wn of the pf position of window clerk, level 4, by 
virtue of paragraph (13) (A) of section 203, relating to the description 
of such key position. By contrast, an employee whose duties and 
responsibilities consist of operating a mimeograph machine would not 
be assigned to the key position of mail handler, level 3, set forth in 

aracraph (8) of section 203, because, as is shown by paragraph 
t8) (E) of section 208, the operation of a mimeograph machine is an 
incidental, not a  simmordf part of the duties and responsibilities of such 
key position. Conversely, an employee who performs the basic 
function of a mail handler but whose assigned duties and responsi- 
bilities do not require him to operate ® mimeograph machine would, 
nevertheless, be assigned to the key position of mail handler, level 3, 
because the duties and responsibilities of such employee fall within 
the scope of such key position. 

It should be noted that the inclusion, in the description of the duties 
and responsibilities of .a key position, of a particular duty (such as the 
duty of an assistant postmaster, small first-class post office, level 8, 
set forth in paragraph (24) (C) of section 203, to direct a continuous 
audit program concerning the accountability of responsible finance 
employees of the post office) does not limit the authority of the Post- 
master General under the Post Office Department Financial Control 
Act of 1950 (Public Law 712, 81st Cong.), or any other law, to estab- 
lish and maintain adequate and efficient systems of accounting and of 
internal control to conform to the accounting principles and standards 
prescribed by the Comptroller General of the United States. 


DUAL EMPLOYMENT AND EXTRA DUTIES 


Section 204 relates to dual oe  tecene and to the assignment of 
postal field service employees to perform duties not specified in their 
position descriptions. 

Under present law, the act of March 1, 1929, as amended (39 
U.S. C., sec. 136), and the act of June 19, 1948, as amended (39 
U.S. C., sec. 883), such an employee may be utilized in a dual capacity 
or assigned extra duties which are not normally a part of his regular 
duties. An employee so utilized or assigned under such act of March 
1, 1929 (39 U. S. C., sec. 136), receives salary at the rate or rates 
provided by law for the services rendered. However, if such employee 
is utilized in a dual capacity in an emergency not in excess of 30 days, 
his rate of compensation may not, under such act of June 19, 1948 
(39 U. S. C., sec. 883), be reduced as a result of employment in such 
dual capacity. Since existing laws are contradictory in terms, it is 
impossible to determine with certainty which one is applicable in any 
given case. 

Section 204 (a) authorizes the appointment of an employee to more 
than one position in the postal fie i netvios and the payment to such 
employee of compensation at the rate prescribed by law for each such 
ewe without regard to the limitations contained in the Revised 
Statutes (secs. 1763, 1764, and 1765) as amended (5 U.S. C., sees. 58, 
69, and 70), which prohibit the payment of more than one salary when 
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the combined amount.of such salaries exceeds $2,000 per annum and 
prohibit the payment of additional compensation for extra services 
unless authorized by law. 

Section 204 (a) applies to actual dual employment. Under its 
provisions, for example, an employee may be pegeinied as a janitor 
in salary level 1 with a regular tour of duty of 4 hours each day and 
may also be appointed to a position of special-delivery messenger for 
the remaining 4 hours of the day in salary level 4. Under such 
appointments he may receive pay at the rate provided in this bill for 
his services as a janitor and, in addition, may receive pay at the rate 
provided in this bill for his services as a special-delivery messenger. 

Section 204 (b) authorizes the assignment of an employee to perform 
for periods of limited duration (without change in compensation) duties 
and responsibilities which are not included in the description of his own 
position, However, with one exception, any such employee who is as- 
signed for more than 30 days in any calendar year to perform work in 
a position assigned to a salary level higher than the salary level of the 

sition of such employee will be paid, for time in excess of 30 days, 

asic salary computed in accordance with section 502 (a). Such sec- 
tion prescribes the method for fixing the basic salary of any employee 
who is promoted or transferred to a position in a higher salary level. 
Under the exception, when the assignment to perform the duties of 
a higher level position is for the purpose of serving in a relief capacity 
for his supervisor granted compensatory time pursuant to section 603, 
there will be no increase in pay regardless of the number of days the 
employee serves in that eer: The exception is provided on the 
assumption that there is little likelihood that the extra assignment in 


a relief. capacity will so burden the employee as to require additional 
compensation. Arrangement of work ordinarily will permit a super- 


visor to take his compensatory time during slack periods. The sub- 
ordinate employee relieving the supervisor will have comparatively 
few additional duties and responsibilities under these circumstances. 

Section 204 (b) recognizes that emergency situations arise which 
require occasional and temporary assignment of personnel to perform 
duties other than those specifically set forth in their job definitions 
without change in compensation. Section 204 (b) permits the assign- 
ment of a distribution clerk in salary level 4, for instance, to perform 
the duties of mail handler in salary level 3 without reduction in his 
rate of compensation as a distribution clerk. If, however, the distri- 
bution clerk in salary leve! 4 is assigned to perform the duties of 
transfer clerk, in salary level 5, for more than 30 days in any one 
calendar year, he will be paid, for each day over 30 during the year he 
works in that position, at the appropriate step rate of salary level 5, 

It is intended that no employee will be required, as a part of his 
daily routine throughout each week and month of the year, to perform 
duties of a higher salary level without being compensated taerefor. 
Should a mail handler in salary level 3 be required to perform duties 
of a window clerk for one or more hours each day as a part of his 
daily routine; his position will not fall within the definition. of the 
position of mail handler and the Postmaster General will be required, 
under section 201, to.review the duties actually performed and assign 
the position to a higher salary level if he determines the additional 
duties so warrant. the employee feels aggrieved when such action 
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is not taken, he may appeal to the United States Civil Service Com- 
mission under section 202. 

This section will supersede existing laws relating to the utilization 
of postal field service employees in dual capacities and the assignment 
of such employees to perform extra duties. It is intended to remove 
the existing confusion resulting from contradiction in such laws, and 
to make it absolutely clear that section 204 (a) will apply whenever 
an employee is appointed by a formal personnel action to more than 
one position and that section 204 (b) will apply whenever an em- 
ti is assigned to perform the duties of any. position in a sal 
evel other than his own. It is intended further that section 204 
will be sufficiently broad to overcome any existing restriction (such 
as the restriction in the act of July 31, 1894, as amended (5 U. S. C., 
sec. 62)) on the payment of dual compensation or the holding of more 
than one office or position, notwithstanding any omission from the 
bill of specific reference to any such restriction. 


REPORT OF THE POSTMASTER GENERAL 


Section 205 provides a means for the Congress to conduct a thorough 
and searching review and analysis of administrative actions taken 
the Postmaster General under title II of the bill, with special emphasis 
on (1) classification of positions and the assignment thereof to salary 
levels under sections 201 and 203 and (2) the operation of section 202 
relating to appeals to the United States Civil Service Commission 
from such administrative actions. 

Under section 205 the Postmaster General is required to furnish 
Congress a comprehensive report of activities under title II. This 
report is to be submitted to the Congress by January 15, 1956, referred 
to the respective Committees on Post Office and Civil Service of the 
Senate and House of Representatives, and printed as a House docu- 
ment. 

The report of the Postmaster General under section 205 shall include 
summary and detailed information covering (1) position definitions 
and assignments of positions to salary levels under section 201, with 
the reasons for such actions, (2) the number and former occupational 
titles of employees who are placed in each key position under section 
203, (3) the number of appeals filed and the actions taken thereon 
under section 202, together with a statement explaining the general 
reasons for such appeals and actions, and (4) such additional related 
information as is needed by the sas bara Committees on Post Office 
and Civil Service in order effectively to perform the review function, 


with respect to this legislation, which is contemplated by section 136 
of the Legislative Reorganization Act of 1946. 


TITLE III—BASIC SALARY SCHEDULES 
POSTAL FIELD SERVICE SCHEDULE 


Section 301 establishes the new postal field service schedule. 

The postal field service schedule, for which the symbol is PFS, 
consists of 20 salary levels with a basic salary rate for each of the 7 
steps in each salary level, except that salary level 19 has but 5 steps, 
and salary level 20, the top salary level, has but 1, which is at the rate 
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of $14;800. Except for employees whose positions are allocated to 
the rural carrier schedule or the fourth-class office schedule, the 
basic salary of each employee in the posial field service, other than a 
person who provides services for the Department on a fee, contract, 
job, or piecework basis, shall be paid in accordance with this schedule, 
When the basic salary of each employee whose position will be 
adjusted to this new schedule pursuant to section 304 (b) of this 
bill is, in fact, so adjusted, such schedule will replace the existing 
salary schedules, provisions, and limitations established by the act of 
July 6, 1945 (Public Law 134, 79th Cong.), for such employee. 
Section 301 (b) states the method. to be used in computing the basic 
salary for hourly rate employees. In the ease of an hourly rate em- 
ployee other than a, substitute, the appropriate per annum rate pro- 
vided in the postal field service schedule is divided by 2,080. In the 
case of a substitute hourly rate employee, the appropriate per annum 
rate provided in such schedule is divided by 2,016. The hourly rate 
salaries so computed become administrative schedules for pay 


urposes. 

~ ‘The reason that different divisors are used in computing basic 
salary for hourly rate employees is explained by the fact that a regular 
hourly rate employee is paid for 8 holidays each year on which he 
normally does not work, while a substitute does not receive pay for 
these 8 holidays unless he actually performs work on such holidays. 
By computing on the basis of a 52-week year with 40 hours of work 
each week, it can be seen that a regular hourly rate employee is paid 
on the basis of 2,080 hours of work per year, 64 hours of which repre- 
sents the 8 paid holidays. Thus, in order to pay the substitute an 
equivalent basic salary per annum, his hourly rate must be based on 
the number of hours which a regular full-time employee is actually 
scheduled to perform work in a year, or 2,016 hours, 


RURAL CARRIER SCHEDULE 


Section 302 establishes the rural carrier schedule. Such schedule 
maintains the traditional salary relationship that exists between rural 
carriers and city carriers. In addition, such section (1) establishes 
the basis for payment of rural carriers serving triweekly routes, (2) 
provides for the payment of additional compensation to rural carriers 
serving heavily patronized routes, (3) t gegen payment of additional 
compensation to rural carriers required to carry pouch mail to inter- 
mediate post offices, or for intersecting loop routes, and (4) requires 
the payment to rural carriers (subject to certain limitations) of the 
authorized fee for making special delivery of mail, 

Section 302 (a) establishes a basic salary schedule for carriers in 
the rural delivery service, known as the rural carrier schedule (for 
which the symbol is RCS) The basic salary which is paid rural 
carriers must be in accordance with such rural carrier schedule and is 
based in part on fixed compensation per annum and in part on specified 
rates per mile per annum, as established in such schedule. The rural 
earrier schedule contains 7 per annum rates and steps (the same 
number of steps established generally for salary levels in the postal 
field service schedule) for each of the factors making up the basic 
salary paid a rural carrier. This new schedule establishes the same 
basis of compensation for temporary and substitute carriers as is 
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hares provided for by the act of rl 6, 1945, as amended (39 
. S. C., sec. 867 (f)), and the act of March 6, 1946 (39 U. S. C., 
sec. 8674). 

Section 302 (b) sig a that a rural carrier serving 1 triweekly 
route be paid on the basis of a route one-half the length of such tri- 
weekly route, and a rural carrier serving 2 triweekly routes be paid on 
the basis of a route one-half the combined length of such 2 triweekly 
routes. Thissubsection reenacts a P vision (section 17 (c)) contained 
in the act of July 6, 1945 (39 U.S. C., sec. 867 (c)). 

Section 302 (c) permits the Postmaster General to pay such addi- 
tional compensation as he deems fair and reasonable, in each indi- 
vidual case, to rural carriers serving heavily patronized routes not 
exceeding 61 miles in length. Such additional compensation, when 
added to the basic salary (which is defined as excluding longevity 
compensation) for the maximum step in the rural-carrier schedule for 
the route of the particular rural carrier, shall not exceed $4,700 per 
annum. The rural carrier assigned to a heavily patronized route 
which is subsequently extended in length shall not be reduced in pay 
because of such extension. This subsection contains substantially 
the provisions of section 17 (d) of the act of July 6, 1945 (39 U.S. C., 
sec. 867 (d)), with the principal exception that the length of the heavily 
— route for which additional compensation may be paid has 

een extended from 45 to 61 miles, and the present aggregate salary 
limitation of $4,370 (which includes longevity compensation) has been 
raised to $4,700 (exclusive of longevity compensation). It should be 
noted that the present equipment-maintenance allowance for rural 
earriers serving heavily patronized routes is reenacted by section 609 
of this bill. 

Section 302 (d) permits the Postmaster General to pay additional 
compensation to rural carriers required to carry pouch mail to inter- 
mediate post offices or for intersecting loop routes. This additional 
payment may be made to the rural carrier if carrying such pouches 
increases his equipment expense, or materially increases the amount of 
labor he performs. Such additional compensation is limited to a sum 
not to exceed $12 per annum for each mile the carrier is required to 
carry such pouches. This subsection reenacts related provisions of 
existing law contained in the act of July 28, 1916 (39 U.S. C., sec. 205). 

Section 302 (e) authorizes the payment of the authorized fee to 
rural carriers for making special delivery of mail. Such subsection 
provides further, however, that such fee shall not be paid when no 
special delivery service is rendered, when delivery is made into a rural 
mailbox, or when delivery is made to the addressee or his representa- 

tive on the rural carrier’s route. The authorized fee is established 
by the act of March 2, 1931 (39 U.S. C., sec. 169a), and the regulations 
of the Postmaster General made pursuant to the act of August 4, 1886 
(39 U.S. C., sec. 171). 


FOURTH-CLASS OFFICE SCHEDULE 


Section 303 establishes the fourth-class office schedule. In addi- 
tion, such section contains (1) rules for the adjustment of basic salary 
of postmasters in fourth-class post offices on the basis of changes in 
gross postal receipts and unusual prevailing conditions, and (2) pro- 
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visions governing the granting of additional’ compensation to post- 
masters in fourth-class = offices for extra services performed. 

Section 303 (a) establishes a basic salary schedule for postmasters 
in fourth-class post offices, known as the fourth-class office schedule 
(for which the symbol is F OS). The basic salary paid to such post- 
masters must be in accordance with such schedule. It should be 
noted that this is the only salary schedule in the bill which is based 
exclusively on gross postal receipts. Basic salary paid under this 
schedule and other compensation provided by the bill replace all 
existing compensation (including, for example, money-order commis- 
sions) for such postmasters. 

Section 8 of the act of July 6, 1945 (Public Law 134, 79th Cong.), 
provides single salary rates for postmasters in fourth-class post offices 
in 17 categories of gross postal receipts. The fourth-class office 
schedule contains 7 per annum rates and steps for each of 8 cate- 
gories or ranges of gross postal receipts. For exemple, under section 
8 of such act of July 6, 1945, a postmaster in a fourth-class post office 
with ges annual postal receipts ranging between $1,300 and $1,500 
may be paid basic salary of $2,611.20 and no more, even though his 
post office remains in such gross receipts category for 10 years. Under 
the schedule contained in section 303 (a) the basic salary range of such 
postmaster would be from $2,514 to $3,018, the range of per annum 
rates and steps covering 7 years. 

Section 303 (b) specifies the manner in which the basic salary of a 
postmaster in a fourth-class post office shall be readjusted because of 
changes in gross postal receipts. Such readjustment of his basic 
salary, based on the gross postal receipts of his post office for the 
preceding calendar year, will be effected at the beginning of the first 
pay period commencing after the beginning of each fiscal year. For 
example, if, during the preceding calendar year, the gross postal 
receipts of a fourth-class post office in the gross-receipts category of 
$900 to $1,299.99 have increased to $1,300 but less than $1,500, the 
basic salary of the postmaster in such post office will be readjusted 
to the appropriate step of the gross-receipts category of $1,300 to 
$1,499.99 at the beginning of the above-mentioned pay period. Con- 
versely, if, during the preceding calendar year, the gross postal 
receipts of a fourth-class post office in the gross-receipts category of 
$900 to $1,299.99 have decreased to an amount less than $900 (but 
not below $600), the basic salary of the postmaster in such post office 
will be readjusted to the appropriate step of the gross receipts categor 
of $600 to $899.99 at the beginning of the above-mentioned pay period. 

In the readjustment under section 303 (b) of the basic salary of 
any such postmaster to reflect increases in gross postal receipts, such 
basic salary shall be readjusted to the lowest step in the fourth-class 
office wat de for the gross receipts category to which his post office 
is advanced, which provides a basic salary higher than that received 
by such postmaster at the close of the preceding fiscal year. For 
example, the basic salary of a postmaster in a fourth-class post office 
who is in step 1 of the gross receipts category of $900 to $1,299.99 
at the close of any fiscal year, with a basic salary of $2,304, will be 
adjusted to step 1 of the gross receipts category of $1,300 to $1,499.99, 
with a basic salary of $2,514, if the gross receipts of his post office 
for the preceding calendar year exceed $1,300 but are less than $1,500. 
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The foregoing method of readjustment also will apply with respect 
to the readjustment of the basic salary of any postmaster to reflect 
a decrease in gross postal receipts. 

If, in the gross receipts category to which the post office of such 
postmaster is relegated, there is any step which is in excess of his 
existing basic salary, his basic salary will be readjusted to the lowest 
such step. For example, the basic salary of a postmaster in step 2 
of the gross receipts ve of $1,300 to $1,499.99 at a basic salary 
of $2,598 will be adjusted to step 5 of the gross receipts category of 
$900 to $1,299.99 at a basic salary of $2,612, if the gross receipts of 
his post office for the preceding calendar year are less than $1,300 
but not below $900. 

If there is no such step in the gross-receipts category to which his 
basic salary can be so readjusted, his basic salary will be readjusted 
to the highest step in such category. For example, the basic salary 
of a postmaster in step 5 of the gross-receipts category of $1,300 to 
$1,499.99 at a basic salary of $2,850, will be adjusted to the highest 
step (step 7) of the gross-receipts category of $900 to $1,299.99 at a 
basic salary of $2,766, if the gross receipts of his post. office for the 
preceding calendar year are less than $1,300 but not below $900. 

Section 303 (b) also provides that each such increase in basic 
salary because of an increase in gross postal receipts shall be con- 
sidered to be the equivalent of a step increase under section 401 (a) 
of the bill. Section 401 (a), which relates to automatic advancement 
by regular step increases for certain categories of employees, provides 
that each such step increase may be granted only if no “equivalent 
increase” in basic salary from any cause was received during the 
period of service on the basis of which such step increase would 
otherwise be made. Since section 303 (b) provides that each such 
increase in basic salary because of an increase in gross postal receipts 
shall be considered to be the equivalent of a step increase under such 
section 401 (a), section 303 (b) makes it clear that each such increase 
in basic salary shall prevent the granting of a regular step increase 
under section 401 (a). In effect, a postmaster in a fourth-class post 
office will not be credited with a step increase under section 401 (a) 
after the completion of 52 calendar weeks of service if, during such 
period, his basic salary has been increased on the basis of increased 
gross postal receipts. In such case, such postmaster will begin his 
new waiting period, for step-increase purposes under section 401 (a), 
at the time of such increase in basic salary 

The first sentence of section 303 (c) requires that the basic salary 
of each postmaster in a newly established fourth-class post office shall 
be fixed at the lowest salary rate in the fourth-class office schedule, 
that is, at $419, the basic salary of step 1 of the gross receipts category 
of under $100. The second sentence of section 303 (c) provides that 
whenever unusual conditions prevail at any fourth-class post office 
the Postmaster General may advance, in his discretion, such post office 
to the appropriate higher gross receipts category for fourth-class post 
offices, or to the appropriate higher class of post office, indicated by the 
gross postal receipts of such post office for the immediately preceding 
quarter. The foregoing provisions of section 303 (c) are, in effect, a 
reenactment of the second proviso contained in section 2 of the act of 
March 29, 1944 (39 U.S. C., sec. 57c). 
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The third sentence of section 303 (c) provides that any fourth-class 
age office so advanced to the appropriate category or class shall not 


e reduced in category or class until the beginning of the first pay 
period commencing after the 1st day of July of that calendar year 
which immediately follows the calendar year in which such post office 
was so advanced. This provision of section 303 (c) is to be of the 
same general effect as the third proviso contained in section 2 of the 
act of March 29, 1944 (39 U.S. C., sec. 57c). 

The following example illustrates one application of section 303 (c). 
Unusual conditions occurring during the first, second, or third quarter 
of any calendar year of operation of a fourth-class post office may 
indicate that such post office will have gross postal receipts in excess 
of $100 for that calendar year. As noted above, such post office may 
be advanced to the appropriate higher gross receipts category for 
fourth-class post offices, or to the appropriate higher class of post 
office, on the basis of the gross postal receipts of such post office for 
the immediately preceding quarter. Therefore, when such gross 
postal receipts indicate that, because of unusual conditions, such post 
office is in the gross receipts category of $1,300 to $1,499.99 instead 
of the gross receipts category of caiie $100, the postmaster in such 
post office may be advanced to step 1 of the gross receipts category 
of $1,300 to $1,499.99 at a basic salary of $2,514. If, in the example 
now under discussion, the advancement in basic salary was made in 
April 1955, the postmaster concerned could not be placed in a lower 
gross receipts category until July 1, 1956. 

Section 303 (d) relates to the basic salary to be paid to an individual 
who performs the duties and responsibilities of a postmaster at a 
fourth-class post office in those cases where there is a vacancy in the 
position of such postmaster or where the postmaster is absent on sick 
or annual leave or on leave without pay (including military leave). 
Section 303 (d) provides that such individual shall be paid the same 
basic salary as that to which he would have been entitled if he had 
been appointed as postmaster at such fourth-class post office in the 
regular manner. The effect of this provision is that such individual 
will receive, for his performance of the duties and responsibilities of 
postmaster, basic salary at the rate provided for the lowest step of the 
gross-receipts category of such post office. Section 303 (d) is similar 
to the act of July 22, 1947 (39 U.S. C., sec. 856b}, except that under 
such act such individual would receive the identical compensation 
(including longevity) of the postmaster he replaces. 

Section 303 (e) authorizes the Postmaster General to allow addi- 
tional compensation to postmasters in fourth-class post offices for 
separating services and on account of unusual conditions during a 
portion of the year (for example, the Christmas season) in lieu of 
an allowance for clerical services for such purpose. Section 303 (e) 
is a reenactment of a provision contained in the act of May 12, 1910 
(39 U.S. C., sec. 58). 

Section 303 (f) provides that at a seasonal fourth-class post office the 
Postmaster General may authorize the payment of the basic salary 
of the nosimaster for the entire year prorated over the pay pericds 
such office is open for business during the fiscal year. This provision, 
which repeats the first proviso contained in section 2 of the act of 
March 29, 1944 (39 U.S. C., sec. 57), obviates the necessity of having 
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the postmaster submit claims for salary and secure advances of funds 
during the period when the office is closed. f 
Section 303 (g) relates to the relegation of a third-class post office to ‘ 
a fourth-class post office. When the gross postal receipts of a third- 
class post office fall below $1,500 for each of 2 consecutive calendar 
years or below $1,400 for any 1 calendar year, such third-class office 
must be reclassified as a fourth-class post office. ‘The above provision 
is a reenactment of the proviso immediately following the salary 
schedule for third-class post offices in section 8 (a) of the act of July 6, 
1945 (Public Law 134, 79th Cong.). It should be noted, however, 
that section 303 (g) also provides that the basic salary of the post- 
master at any such third-class office so relegated to the fourth class 
will then be fixed under section 303 (a) and section 303 (b), discussed 
above. For example, a postmaster in a small third-class post office in 
salary level 5 of the Postal Field Service Schedule, who is in step 1 of 
such salary level at a basic salary of $3,880, will be reduced in basic 
salary to $3,018, in accordance with the Fourth-Class Office Schedule, 
if the gross postal receipts of his third-class post office fall to $1,350 
in any calendar year, 
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CONVERSION 


Section 304 provides a method for the conversion or adjustment 
of the basic salaries of employees to the basic salaries contained in 
the postal field service schedule, the rural carrier schedule, and the 
fourth-class office schedule established by sections 301, 302, and 303, 

Section 304 (a) provides that, before the adjustment of the basic 
salary (in effect immediately prior to the effective date of sec. 304) 
of an employee paid under the act of July 6, 1945 (Public Law 134, 
79th Cong.), as amended, or the Classification Act of 1949, as amended, 
to the appropriate new basic salary in the appropriate new schedule, 
such employee shall be given credit (1) for each automatic saiary 
grade increase under such act of July 6, 1945, and each within-grade 
step increase under the Classification Act of 1949, which he has 
earned, but has not been credited with, on or prior to the effective 
cate of section 304 and (2) for each increase in basic salary by reason 
of changed postal receipts which he would have earned on July 1, 1955. 

Section 304 (b) provides specific conversion rules to govern such 
adjustment of the basic salary of such employee. 

In this connection it should be observed that section 701 provides 
an increase of 6 percent, effective as of March 1, 1955, in the basic 
salary of such employee and that such increase of 6 percent therefore 
becomes a part of such basic salary for purposes of the conversion or 
adjustment. 

Such conversion rules are to the following effect: 

(1) If the basic salary of the employee in effect immediately prior 
to the effective date of the postal field service schedule, the rural 
carrier schedule, and the fourth-class office schedule, as the case may 
be, is equal to the basic salary for any step established for his position 
in the appropriate new schedule, the basic salary for such step shall 
be established as the new basic salary of such employee. 

(2) If such basic salary is less than the basic salary for the entrance 
step established for the position of the employee in the appropriate 
new schedule, the basic salary for such entrance step shall be estab- 
lished as the new basic salary of such employee. : 
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(3) If such basic salary falls between any 2 rates of basic salary 
for any 2 steps established for the position of such employee in the 
appropriate new schedule, the basic salary for the higher of such 2 
steps shall be established as the new basic salary of such employee. 

(4) If such basic salary is greater than the basic salary for the 
highest step established for his position in the appropriate new 
schedule, the employee will retain such existing basic salary (including 
such 6-percent increase) and such basic salary and increase shall be 
established as the new basic salary of such employee. 

It should be noted in connection with section 304 that subsection 
(b) of section 810, relating to effective dates, provides that all of 
the conversions or adjustments of the basic salaries of employees under 
section 304 (b) shall be completed on a date to be specified by the 
Postmaster General but not later than 180 days after the date of 
enactment of the bill. 


ADDITION OF LONGEVITY STEP INCREASES 


Section 305 provides that when the conversion or adjustment of 
basic salary is actually completed under section 304 (b) with respect 
to each employee whose basic salary immediately prior to such 
conversion or adjustment was fixed in accordance with the act of 
July 6, 1945 (Public Law 134, 79th Cong.), the increase represented 
by each promotion to a longevity grade which such employee has 
earned, prior to the effective date of his appropriate new schedule, 
in accordance with the act of May 3, 1950 (Public Law 500, 81st 
Cong.), shall be added to and become a part of his basic compensation 
for purposes of the bill. Section 305 also provides that each such 
longevity grade-promotion increase shall constitute a longevity step 
increase for purposes of section 404 of the bill and the employee will be 
placed in the appropriate longevity step established by section 404 (a) 
of the bill. The purpose of this latter provision is twofold: first, in 
conjunction with sections 404 (c) and 404 (d), relating to longevity 
service credit and benefits, and section 504, prohibiting the reduction 
of former basic compensation, to prevent the loss by an emplovee of 
the benefits of his longevity grade promotions under such act of May 
3, 1950; and, second, to remove any implication that assignments to the 
three new longevity steps A, B, and C, which are established under 
section 404 of the bill to replace the longevity grades established by 
such act of May 3, 1950, are to be in addition to, rather than in liew 
of, promotions to the former longevity grades established by such act. 

The following example illustrates the application of section 305 (a). 

A letter carrier may have 18 years of creditable service in the postal 
field service. Under subsection (b) of the first section of the act of 
May 3, 1950 (Public Law 500, 8ist Cong.), he would be entitled to 
perm Perey to longevity grade B contained in such act. When the 

asic salary of such letter carrier is converted or adjusted to his new 
basic salary under section 304 of the bill, he will be placed in the new 
longevity step B contained in section 404 (a) and the amount of $200 
to which he is entitled will be paid to him in addition to his new basic 
salary. For purposes of the bill, such amount of $200 will become a 
part of his basic compensation. 

Section 305 (b) relates to employees whose basic salary 1s fixed by 
the Classification Act of 1949 immediately prior to the effective date 
of the postal field service schedule. 
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Those employees whose basic salaries are fixed, immediately prior 
to the effective date of the postal field service schedule, by the Clas- 
sification Act of 1949 are not granted the addition of prior longevity 
step increases under such act by section 305 (a). However, section 
305 (b) provides that all creditable service falling within the descrip- 
tions of service listed in section 404 (c) of the bill which any such 
employee may have performed shall be counted in order to determine 
the eligibility of such employee for longevity step increases under 
sections 404 (a) and (b). 

It should be noted that under section 404 hourly rate employees 
(including substitute employees) other than substitute rural carriers 
will be entitled to receive longevity step increases. As in the case of 
employees under the Classification Act of 1949 who are converted to 
the postal field service schedule, all creditable service under section 
404 will be counted, as of the effective date of section 305, to deter- 
mine the eligibility of any such hourly rate employee for longevity 
promotions. 

TITLE IV—STEP INCREASES 
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AUTOMATIC ADVANCEMENT BY STEP INCREASES 


Section 401 establishes the method by which an employee in the 
postal field service is automatically advanced through the steps of 
his salary level. 

Section 401 (a) provides that each employee whose position is 
allocated to the rural carrier schedule, the fourth-class office schedule, 
or to salary level PFS-9 or lower in the postal field service schedule 
(other than a substitute employee in the Postal Transportation 
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Service whose position is allocated to salary level PFS-5 as a distribu- 
tion clerk in a railway or highway post office), who has not reached 
the highest step for the salary level of his position, shall be advanced 
successively to the next higher step of such salary level at the begin- 
ning of the first pay period following the completion of each 52 cal- 
endar weeks of satisfactory service. If during such 52-week period 
the employee received an equivalent increase in basic salary from 
any av he does not receive an automatic step increase for such 
eriod. 

. Any employees whose continuous service in the postal field service 
is interrupted by service in the Armed Forces will have the benefit 
of successive step increases preserved, under regulations of the Post- 
master General. This latter provision is similar to a provision of 
section 701 of the Classification Act of 1949, as amended (5 U.S. C., 
sec. 1121 (c)). 

Section 401 (b) deals with employees in positions allocated to salary 
level PFS-10 or higher in the postal field service schedule. Any such 
employee is to be advanced up to and including step 4 of his salary 
level as provided in section 401 (a). The Postmaster General shall 
advance, under regulations prescribed by him, any such employee 
to the steps above step 4, only by reason of superior performance on 
the part of such employee but not more than one advancement can 
be made for superior performance in any one 52 calendar-week period. 

Section 401 (c) permits a substitute employee in the Postal Trans- 
portation Service whose position is allocated to salary level PFS-5 
as a distribution clerk in a railway or highway post office at salary 
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level PFS-—5 to receive automatic step increases as provided in section 
401 (a) up to and including step 4 of such salary level of PFS-5 but 
not beyond such step. 


CREDITABLE SERVICE FOR ADVANCEMENT 


Section 402 relates to the eligibility of employees in the postal field 
service to earn step increases in accordance with section 401 and to 
the service of such employees which is creditable for advancement for 
purposes of such step increases. 

Section 402 extends to each employ ee in the postal field service the 
eligibility to earn, in accordance with the provisions of the bill, the 
step increases provided by section 401. 

All service performed by an employee while on the rolls in the 
postal field service will be creditable service for purposes of such step 
increases, except that no credit will be allowed for time on the rolls 
under a temporary appointment for 1 year or less unless such time on 
the rolls is continuous to the date of the appointment of the employee 
to a position of unlimited duration. 

In the case of a temporary employee serving under an appointment 
which is limited to 1 year or less, no credit for step increase purposes 
under section 401 will be allowed for service performed under such 
appointment unless such employee is given an appointment of un- 
limited duration without any break in his service. 

For example, if any such temporary employee who is serving under 
an appointment limited to 1 year or less has received automatic 
salary grade increases under the act of July 6, 1945 (Public Law 134, 
79th Cong.), prior to adjustment to the new postal field service 
schedule, he will retain his compensation in effect immediately prior 
to such adjustment. However, he will be assigned to step 1 of the 
salary level of his position by reason of section 503, which provides 
that a temporary employee appointed for a continuous period of 1 

ear or less to a position under the postal field service schedule shall 

e paid basic salary at the entrance step (step 1) of the salary level of 
the position to which he is appointed. If, thereafter, such employee 
receives an appointment of unlimited duration to such position, all 
continuous service performed by him in such entrance step of the 
salary level of such position prior to the effective date of such appoint- 
ment will be credited for purposes of step increases under section 401 
and, on the basis of such service, he will be advanced to the appropriate 
step of the salary level of such position. 

It should be noted that in the case of a temporary rural carrier 
serving in the absence of a regular rural carrier on leave without pay 
or on ‘military leave, the service performed by the temporary rural 
carrier is deemed to be performed on behalf of the absent regular 
rural carrier. Therefore, in such case the time on the rolls of the 
temporary rural carrier constitutes creditable service for purposes of 
advancement by step-increases under section 401. 


ADJUSTMENT OF SERVICE CREDIT 

Section 403 contains provisions relating to the adjustment of service 
credit for purposes of establishing eligibility for step increases under 
section 401. 
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Section 403 has two main purposes, as follows: 

(1) to retain to the maximum extent possible the promotion 
credits earned by employees under the act of July 6, 1945 (Public 
Law 134, 79th Cong.), as amended; and 

(2) to prevent the advancement by step increases of employees 
junior in service ahead of employees senior in service. 

Under section 403, employees whose basic salaries are adjusted on 
the effective date of the postal field service schedule, the rural carrier 
schedule, and the fourth-class office schedule will be granted credit 
toward advancement for step-increase purposes under section 401 as 
follows: 

(1) each employee in the automatic grades who would have 
earned an automatic grade increase under the act of July 6, 1945, 
as amended, may retain the anniversary date established for 
his next promotion under that act if the increase he receives 
upon adjustment to the appropriate schedule in section 301 or 
302 of the bill is less than the difference between the salary for 
his grade and the salary for the next higher automatic grade for 
his position; 

(2) the present anniversary date will not be retained by any 
employee in the automatic grades (a) who receives an adjustment 
increase which is greater than the amount of such difference, 
(6) who had reached the maximum automatic grade for his posi- 
tion, or (c) who is in a position for which a single rate is estab- 
lished under the act of July 6, 1945, as amended. Such classes 
of employees will begin new waiting periods of 52 weeks on the 
date of adjustment to the new schedules. 

For regular per annum employees, except rural carriers, whose 
salaries are established by section 11A of the act of July 6, 1945, as 
amended, the difference between grades under such act is $100. The 
salary increase of 6 percent provided by section 701 increases this 
differential to $106. Thus, each such employee would retain his 
anniversary date if he receives an increase which is less than $106 
when his salary is adjusted under section 304, but will begin a new 
waiting period of 52 weeks if his increase upon such adjustment is 
$106 or more. Appropriate differentials for rural carriers, substitute 
employees, hourly rate employees, and postal inspectors are to be 
computed in the same manner. 

When employees who are receiving different salary rates under the 
act of July 6, 1945, as amended, are adjusted to the same salary step 
under the bill, only those who were receiving the highest of such salary 
rates under such act will advance to the next step for their positions 
at the beginning of the first pay period which follows the date estab- 
lished under such act for their next automatic grade increase. 

In summary, this method of adjusting prior service credit makes 
possible the retention of service credit by the maximum possible 
number of employees, but at the same time avoids the ieaslvonding 
of junior employees over senior employees when they are adjusted to 
the same salary step under the new schedules, 


LONGEVITY STEP INCREASES 


Section 404 establishes the new longevity steps A, B, and C and 
specifies the kind and amount of creditable service required for assign- 
ment thereto. 
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Section 404 (a) establishes 3 new longevity steps A, B, and C to 
replace the existing 3 longevity grades A, B, and C established by the 
act of May 3, 1950 (Public Law 500, 8ist Cong.). It should be noted 
that each employee in the postal field service, including each employee 
paid on an hourly rate basis and each substitute employee, will be 
eligible to earn longevity step increases under section 404, except that 
such eligibility will not extend to a substitute rural carrier. The 
amount which each employee will receive for each promotion or assign- 
ment to one of the new longevity steps will be at the rate of $100 a 
year, except that, in the case of a postmaster at a post office of the 
fourth class, such amount will be either at the rate of $100 a year or 
an amount equal to 5 percent of his basie salary, whichever is the 
lesser. In the computation of such 5 percent longevity increase, it is 
required that the amount of such increase shall be rounded to the 
nearest dollar and that a half dollar or one-half cent shall be rounded 
to the next highest dollar or cent, respectively. 

Section 404 (b) provides that each employee shall be assigned to the 
new longevity steps A, B, and C at the beginning of the pay period 
following the completion of 13, 18, and 25 years of service, respectively. 
This requirement with respect to the number of years of creditable 
service required for promotion or assignment to such longevity steps 
is the same as that contained in subsection (b) of the first section of 
such act of May 3, 1950, except that the effective date of each such 
promotion or assignment is changed from the beginning of the quarter 
following the completion of the required period of service to the first 
dav of the first pay period following the completion of the required 
period of service, in order to conform to the new biweekly pay period 
system which is established for the postal field service by section 601 
of the bill. 

Section 404 (ce) (1) specifies the service which is creditable for pur- 
poses of promotion or assignment to the new longevity steps. Such 
service is as follows: 

(1) All time on the rolls in the postal field service or in the Post 
Office Department, except time on the rolls as a substitute rural 
carrier; 

(2) All time on the rolls in the custodial service of the Department 
of the Treasury continuous to the date of the transfer of the employee 
to the custodial service of the Post Office Department in accordance 
with Executive Order No. 6166, dated June 10, 1933; 

(3) All time on the rolls as a special-delivery messenger at a post 
office of the first class; 

(4) All time on the rolls as a clerk in a post office of the third class 
for which payment is made from authorized allowances. 

The above-specified service is identical to the service specified in 
subsection (c) of the first section of such act of May 3, 1950, as 
creditable for promotion or assignment to the former longevity grades. 

Section 404 (c) (1) replaces an almost identical provision to the 
same efiect in subsection (ec) of the first section of the act of May 3, 
1950. 

Section 404 (c) (2) relates to the determination of service which 
is creditable for purposes of promotion or assignment to the new 
longevity steps in the case of an employee whose continuous service 
in the postal field service or in the departmental service of the Post 
Office Department shall have been interrupted by service with the 
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Armed Forces of the United States or to comply with a transfer 
during war or national emergency as defined by the United States 
Civil Service Commission. Section 404 (c) (2) provides that all time 
engaged in such service with the Armed Forces or on such transfer 
during war or national emergency shall be credited pro rata for each 
week of such service. The foregoing provisions of section 404 (c) (2) 
are to the same effect as comparable provisions in subsection (c) of 
the first section of the act of May 3, 1950, except that (1) such pro 
rata credit is also granted by the bill for time engaged on a transfer 
during a national emergency as defined by the United States Civil 
Service Commission, and (2) such credit is granted pro rata for each 
week of such service (rather than for each year of such service, as 
provided by the act of May 3, 1950), in order to conform to the new 
system of 26 biweekly pay periods a year established for the postal 
field service by section 601 of the bill. 

Section 404 (c) (2) also provides that all service specified in section 
404 (c) (1) and section 404 (c) (2), whether continuous or intermit- 
tent, shall be credited on the basis of 1 week for each whole week the 
employee has been on the rolls, except that credit will not be allowed 
for time on the rolls under a temporary appointment for 1 year or 
less unless such time on the rolls is continuous to the date of appoint- 
ment to a position of unlimited duration. That part of the foregoing 
provision to the effect that all such service will be credited on the 
basis of 1 week for each whole week the employee has been on the 
rolls represents a change from the existing requirement that such 
credit be given on the basis of one-twelfth of a year for each whole 
calendar month the employee has been on the rolls, in order to con- 
form to the new biweekly pay period system established by section 
601 for the postal field service. 

It should be noted that section 404 (c) (2) restates the application 
to temporary employees of the provision thereof relating to creditable 
service under section 404 (c) (1) and (2). Such restatement with 
respect to creditable service for temporary employees differentiates 
between 2 types of temporary employees—those who serve under 
appointments limited to 1 year or less and those who serve under 
appointments of unlimited duration. As a result, section 404 (c) (2) 
of the bill provides that all such service performed under a temporary 
appointment will be credited for purposes of longevity step-increases 
in accordance with section 404, excepting any such temporary ap- 
pointment which is for 1 year or less. Even in the case of a temporary 
appointment for 1 year or less, all such service performed thereunder 
will be credited if the time on the rolls under such temporary appoint- 
ment is continuous to the date of an appointment to a position of 
unlimited duration. 

Section 404 (d) relates to the preservation of certain existing rights, 
credits, and benefits for purposes of longevity step increases under 
section 404. Section 2 of the act of May 3, 1950, now provides that 
employees on the rolls on the date of enactment of the act of May 3, 
1950, who were in the highest automatic grades of their positions or 
in additional grades, shall retain promotion credit earned under certain 
other provisions of law and thereafter shall be promoted to longevity 
grades A, B, and C at the beginning of the quarter following the com- 
pletion of 3, 5, and 7 years of service, respectively, in the next lower 
grade. Such section 2 also provides that if any such employee be- 
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comes eligible for promotion under the existing subsection (b) of the 
first section of the act of May 3, 1950, such employee shall be promoted 
in accordance with that subsection. 

Section 404 (d) specifically provides that employees on the rolls on 
the effective date of section 404 who are entitled to promotion credit 
for longevity purposes under such section 2 of the act of May 3, 1950, 
shall retain all rights and benefits established or continued under such 
section 2 to the same extent as though such section 2 had remained in 
effect. Section 404 (d), therefore, preserves the rights and benefits of 
such section 2 in those cases where the employee will be benefited 
thereby for purposes of longevity step increases under section 404 of 
the bill and, in effect, continues the existing provisions of such section 
2 for such purpose, except that any promotion to a longevity step in 
accordance with the provision of such section 2 will take effect on the 
first day of the first pay period following the completion of the re- 
quired period of service (rather than at the beginning of the quarter 
following the completion of such required period of service, as is now 
provided in such section 2) in order to conform to the new biweekly 
pay period system established for the postal field service by section 
601. 

Section 404 (e) provides that longevity step increases under section 
404 shall not be considered to be “equivalent increases” within the 
meaning of section 401 (a) of the bill. Section 401 (a), which relates 
to automatic advancement by regular step increases for certain 
categories of employees, provides that each such step increase may 
be granted only if no “equivalent increase” in basic salary from any 
cause was received during the period of service on the basis of which 
such step increase would otherwise be made. By providing that 
longevity step increases under section 404 shall not be considered to 
be “equivalent increases” within the meaning of section 401 (a), 
section 404 (e) makes it clear that the granting of a longevity step 
increase under section 404 shall not affect the granting of a regular 
step increase under section 401 (a). 


TITLE V—GENERAL COMPENSATION RULES 


APPOINTMENTS 


Section 501 authorizes the Postmaster General to appoint any 
individual, who has been employed in a civilian capacity in any 
branch of the Federal Government (including the municipal govern- 
ment of the District of Columbia), to a position of a certain type in 
the postal field service. Such type of position to which appointments 
may be made in this manner is either a position in a regional or 
district office or a professional or scientific position. The Postmaster 
General may place such individual so appointed in any step in the 
salary level of the postal field service schedule which is less than one 
full step above the highest rate of basic salary (excluding longevity 
compensation) which such individual received from the Federal 
Government or the municipal government of the District of Columbia. 

For example, it is not necessary that an individual who has been 
employed in a civilian capacity by the Federal Government or the 
municipal government of the District of Columbia be assigned to the 
entrance step of the salary level of the position in the postal field 
service to which he is appointed if such position is in a regional or 
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district office or is of a professional or scientific character. He may, 
instead, be assigned to that step in the salary level of his new position 
which is less than one full step above the highest basic salary he re- 
ceived from the Federal Government or the municipal government of 
the District of Columbia. 

If an individual in the first step of grade 11 of the General Schedule 
of the Classification Act of 1949, at a rate of basic salary of $5,940 is 
to be appointed to a position in the postal field service in salary level 
PFS-9 of the postal field service schedule, such individual may be 
assigned to step 5 of salary level PFS-9, at a basic salary of $6,020, 
in the postal field service schedule. 

Except for appointments to positions mentioned in section 501, the 
present practice of the Post Office Department of appointing each 
employee new to the postal field service to the lowest step of the salary 
level for the position to which he is appointed, and the present practice 
with respect to reinstatements to the postal field service, is expected 
to be continued. 

PROMOTION 


Section 502 contains provisions relating to promotions and trans- 
fers to higher positions in the postal field service. Such section (1) 
provides a method of determining the basic salary of an employee 
in the position to which he is promoted and (2) provides that regular 
clerks and carriers in first- and second-class offices do not become 
eligible for promotion to positions in higher salary levels in their 
respective offices until they have advanced to the maximum steps of 
the salary levels of their respective positions. 

Section 502 (a) provides that any employee who is promoted or 
transferred to a position in a higher salary level of the postal field 
service schedule shall be paid basic salary at the lowest step of such 
higher salary level which exceeds his existing basic salary by not less 
than the diiference between (1) the entrance step of the salary level 
from which he is promoted or transferred, and (2) the entrance step 
of the salary level immediately above the salary level from which he 
is promoted or transferred. Section 502 (a) further provides that 
such employee shall be paid, in those cases in which there is no step 
in the higher salary level (to which the employee is promoted or 
transferred) which exceeds his existing basic salary by at least the 
amount of such difference, the higher of the following amounts of 
basic salary: (1) the amount of basic salary prescribed for the maxi- 
mum step of the higher salary level of the position to which he is 
promoted or transferred, or (2) his existing basic salary. 

For example, a distribution clerk whose position is in salary level 4 
of the postal field service schedule receives $4,410 in basic salary at 
the maximum step of such salary level. Upon his promotion to the 
position of transfer clerk in salary level 5, his basic salary will be in- 
creased by at least the difference between (1) the basic salary of the 
entrance step (step 1) of the salary level (level 4) of the position of 
distribution clerk, which he is leaving; and (2) the entrance step (step 
1) of the salary level (level 5) of the position of transfer clerk, to which 
he is promoted. Such difference is $220. To receive this minimum 
increase in basic salary, such employee will be placed in step 7 of such 
salary level 5 at a basic salary of $4,630. This step is the only step in 
such salary level 5 whic would pro\ ide the minimum increase in basic 
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salary for such employee. If there is no such step in salary level 5 
which provides such minimum increase, such employee will either con- 
tinue to receive his existing basic salary or will receive the basic salary 
for the highest step of the position to which he is promoted, whichever 
rate of basic salary is the higher. 

Section 502 (b) provides that regular clerks and carriers in first- and 
second-class offices are not eligible for promotion to higher level 
positions in their respective offices until they are in the maximum 
steps of their respective positions. Present law restricts promotion 
of regular clerks and carriers at post offices of the first 2 classes to those 
of the 3 highest automatic grades. In each case, under this bill and 
present law, when such clerks are not available, those clerks and 
carriers in the lower steps or grades are eligible for promotion, 


COMPENSATION OF CERTAIN TEMPORARY EMPLOYEES 


Section 503 provides that a temporary employee who is appointed 
for a continuous period of 1 year or less to a position in the postal 
field service schedule shall be paid basic salary at the entrance step— 
step 1—of the salary level of the position to which he is appointed, 


PROHIBITION ON REDUCTION OF FORMER COMPENSATION 


Section 504 provides that the basie compensation of an employee 
on the rolls on the effective date of the three basic salary schedules 
shall not be deemed to be reduced, as a result of this bill, to an amount 
less than his basic compensation immediately prior to adjustment 
to such schedules. The basic compensation immediately prior to 
adjustment is the basic compensation provided by the act of July 6, 
1945 (Public Law 134, 79th Cong.), as amended, or by the Classi- 
fication Act of 1949, as amended, as increased by section 701, plus 
longevity compensation. 

For example, a clerk in the existing grade 9 under the act of July 6, 
1945, as amended, is performing duties of a file clerk and is receiving, 
immediately prior to the effective date of the 3 basic salary schedules 
in the bill, the sum of $4,314 in basic salary. Upon conversion he is 
assigned to the position of file clerk, level 3, with a maximum scheduled 
basic salary rate of $4,020. This means that he will receive, after his 
assignment to the above-mentioned position of file clerk, level 3, a 
total of $4,314 in basic salary for serving in a position the maximum 
scheduled basic salary rate for which is $4,020. It should be observed 
that this example is made without reference to longevity compensation. 
It should be noted (1) that the existing longevity compensation earned 
by such employee under the act of May 3, 1950, is preserved and 
(2) that such employee will also be eligible to earn longevity step 
increases in the position to which he is assigned under the provisions 
of the bill in addition to any longevity grade increase which he has 
earned in accordance with the act of May 3, 1950. 

Section 504 does not require that an employee’s basic salary be 
forever frozen in circumstances such as changes in the mail volume 
or in gross postal receipts or the elimination, curtailment, or con- 
solidation of presently existing postal services or functions. Nor 
does section 504 prohibit reduction in basic salary by reason of 
reduction-in-force programs or disciplinary demotions or transfers 
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when such personnel transactions are taken pursuant to law or regu- 
lations. The following examples illustrate types of situations which 
are not affected by this section: 

(1) Itis intended that an employee with his consent may be assigned 
to a lower level position with reduction in basic salary, in lieu of 
separation from the postal service, when he is unable to perform the 
duties of his higher level position. 

(2) When the gross postal receipts of a fourth-class post office place 
the office in a lower gross postal receipts category, the basic salary of 
the postmaster shall be reduced to the appropriate step in the lower 
gross postal receipts category. 

(3) When the responsibilities and duties of a postmaster in a 
first-, second-, or third-class office are substantially reduced because 
of substantial changes in the volume of mail handled, the basic salary 
of the postmaster may be reduced to the proper salary level for his 

~y office determined through the application of section 201 of the 
ill. 

(4) When the route of a rural carrier is reduced in length, the basic 
salary of the rural carrier shall be reduced to the appropriate basic 
salary as required by the rural carrier schedule. 


TITLE VI—PAY ADMINISTRATION 
PAY PERIODS AND COMPUTATION OF RATES 


Section 601 establishes the biweekly pay period system for em- 
ployees in the postal field service. Most of the other officers and 
employees of the Federal Government are presently paid on a biweekly 
pay period basis by virtue of the Federal Employees Pay Act of 1945, 
as amended. 

Section 601 (a) provides that employees in the postal field service 
shall be paid compensation in 26 installments, and each such install- 
ment shall be the compensation for a 2-week pay period. Under 
section 7 of the act of July 6, 1945 (Public Law 134, 79th Cong.), 
the annual compensation of an employee in the postal service is 
divided into 12 equal installments, 1 of which is the pay for each 
calendar month, and one-half of each such installment is payable on 
the 16th day of each month and one-half on the 1st day of the following 
month, or as soon as practicable after such dates. 

Section 601 (b) requires an employee other than an hourly rate 
employee to be paid, as basic compensation for a full 2-week pay 
period, an amount equal to one twenty-sixth of his annual basic 
compensation (which includes basic salary plus longevity). Whenever 
it is necessary to pay an employee for only a part of a pay period, the 
basic compensation paid such employee shall be computed in accord- 
ance with the rules stated in section 601 (d). 

Section 601 (c) requires that an hourly rate employee be paid, as 
basic compensation for the 2-week pay period, an amount equal to 
the product of multiplying his hourly rate of basic compensation 
(which includes any longevity compensation he may be receiving) 
by the number of hours of work for which he has credit during such 
period. 

Section 601 (d) establishes the following rules for computing rates 
of compensation other than annual rates. 
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In order to compute an hourly rate of basic compensation for an 
employee other than a substitute, his annual rate of basic compensa- 
tion is divided by 2,080. 

In order to compute an hourly rate of basic compensation for a 
substitute employee, his annual rate of basic compensation is divided 
by 2,016. 

"hy order to compute the daily rate of basic compensation for an 
employee, other than one who is a postmaster, postal inspector, or 
rural carrier, his hourly rate of basic compensation is multiplied by 
the number of hours of work he is required to perform in a day. 

It is to be noted that the factor of 2,080 will be applied uniformly 
throughout the service in computing hourly rates of basic compensa- 
tion for regular employees in order to determine overtime compensa- 
tion under section 603 and night-differential pay under section 604. 
This same factor will also be used in determining deductions for leave 
without pay in contrast to the present method which is based on one 
three-hundred-and-sixtieth of a year or 2,880 hours. 

In order to compute the daily rate of compensation for a post- 
master, postal inspector, or a rural carrier, subsection (d) provides 
that the annual rate of compensation of such employee is divided by 
312. For this group of employees, the daily rate is computed by 
multiplying the 6 days of service per week by the 52 weeks in a year. 
This change in computation from a basis of 360 days a year to 312 
days a year will permit a substitute rural carrier to earn, for any 
period of time worked, an amount equal to that which the regular 
carrier would earn for such period. 

Section 601 (e) prohibits an employee (other than an hourly rate 
employee) from receiving more than one-twenty-sixth of his basic 
compensation during any one 2-week pay period as his basic com- 
pensation for such pay period, excepting any lump-sum payment for 
accumulated leave which he may receive on the termination of his 
employment. 

Section 601 (f) provides that all rates of compensation shall be 
computed to the nearest cent, counting one-half cent and over as a 
whole cent. 

Section 601 (g) provides that the gross amount of earnings of an 
employee to whom this bill applies for a pay period which begins in 
one fiscal year and ends in another fiscal year may be charged against 
the appropriation or allotment current at the end of such pay period. 


HOURS OF WORK 


Section 602 provides that employees shall not be required to work 
more than 8 hours each day, unless it is otherwise provided in the bill. 
The work schedule of the employees is required to be so regulated that 
the 8 hours of work shall not extend over a longer period than 10 con- 
secutive hours. This section is similar to the provisions of sections 
2 and 16 (q) of the act of July 6, 1945 (Public Law 134, 79th Congress; 
39 U.S. C., sees. 852 and 866 (q)) insofar as such provisions require 
that each day of work shall consist of 8 hours of work performed within 
10 consecutive hours. 
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COMPENSATORY TIME, OVERTIME, AND HOLIDAYS 


Section 603 contains the rules for granting compensatory time and 
payment for overtime and holiday work to employees subject to the 
postal field service schedule (other than those of such employees 
exempted from this section by section 605). In emergency situations 
and when the needs of the postal service so require, employees may be 
required to work more than 8 hours in 1 day or on Saturdays, Sundays, 
or holidays. 

The first rule of section 603 is that each employee in or below salary 
level PFS-7 must be paid at the rate of 150 percent of his hourly 
basic compensation for all work in excess of 8 hours in 1 day. 

The second rule is that the Postmaster General shall make regula- 
tions which shall authorize the granting of compensatory time for 
work performed by employees in or below salary level PFS-7 on Sat- 
urdays and Sundays. The time allowed must equal the time worked 
on Saturdays and Sundays. There is one exception to this rule; 
namely, that the Postmaster General may authorize the payment of 
overtime in lieu of compensatory time for Saturday and Sunday work 
performed during the month of December. The rate to be paid is 
150 percent of the hourly basic compensation of the emplovee. This 
rule also permits the accumulation of hours of service performed on 
Saturdays and Sundays but when the accumulation totals 8 hours 
the employee must be granted 1 full day of compensatory time. 

The third rule is that the Postmaster General shall make regulations 
which provide for the granting of compensatory time or the payment 
of premium compensation to employees in or below salary level 
PFS-7, for work performed on holidays. Holidays are those referred 
to in the act of December 26, 1941 (5 U.S. C., sec. 87b), or are days 
designated as holidays for Federal employees generally by Executive 
order. ‘‘Premium compensation” constitutes, for the purposes of 
this section, additional compensation for performance of work on 
holidays. As a general rule, all employees in the postal field service, 
even though they do not work on a holiday, receive 1 day’s pay for 
each holiday. Therefore, under this third rule, if an employee in or 
below salary level PFS-7 is required to work on a holiday, he will 
receive 1 extra day’s pay or be given compensatory time within 30 
working davs. If, however, the holiday is Christmas Day, he will 
receive additional compensation equal to the pay for a day and 
one-half. 

The fourth and last rule of section 603 is that the Postmaster General 
is required to prescribe regulations which provide for the granting of 
compensatory time to employees in or above salary level PFS-8 
who are required to work overtime or on holidays. Such employees 
may not receive overtime pay. Saturday and Sunday work will 
come within this rule. 

NIGHT WORK 


Section 604 provides that an employee who works between 6 p. m. 
and 6 a. m. will receive extra compensation for each hour of such night 
work at the rate of 10 percent of his hourly basic compensation. This 
10-percent differential is not to be included in computing overtime 
compensation to which such an employee may be entitled. Thus, 
for night duty on a job paying $1.50 per hour an employee would 
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receive $1.65 per hour. For overtime on such a job, where he receives 
night-pay differential, the employee with the same $1.50 per hour 
rate would receive $2.40 per hour. 

Section 604 is essentially the same as section 5 of the act of July 6, 
1945 (39 U.S. C., sec. 855), relating to night-differential pay. 


EXEMPTION OF CERTAIN EMPLOYEES FROM CERTAIN PROVISIONS 
RELATING TO PAY ADMINISTRATION 


Section 605 exempts certain employees from the hours of work 
requirement of section 602, the compensatory time, overtime, and 
holiday provisions of section 603, and the night-differential provisions 
of section 604. 

Heads of regional or district offices, and such other employees of the 
headquarters staff in those offices as the Postmaster General may desig- 
nate, are exempted from the provisions of sections 602, 603, and 604 
and may be required to work (1) more than 8 hours in 1 day, (2) at 
nighttime, and (3) on Saturdays, Sundays, or holidays and may not 
receive additional compensation, overtime pay, or compensatory time 
for work so performed. All postmasters, rural carriers, post ofiice in- 
spectors, traveling mechanicians, and traveling examiners of equip- 
ment and supplies come within the same exemption. 

Employees in the Postal Transportation Service who are assigned 
to road duty and substitute employees are exempt from the 8-in-10 
hour rule of section 602 and the compensatory time, overtime, and 
holiday provisions of section 603. Overtime compensation for clerks 


in the Postal Transportation Service assigned to road duty is provided 
for in section 607. 


The 8-in-10 hour rule of section 602 does not apply to clerks in post 
offices of the third class. The overtime and compensatory time pro- 
visions of section 603 do not apply to work performed on Saturdays 
and Sundays by hourly rate regular employees or by employees in post 
offices of the third class, 


SUBSTITUTE EMPLOYMENT 


Section 606 (a) authorizes the Postmaster General to prescribe the 
conditions under which substitute positions may be established. This 
means that the Postmaster General may, as the needs of the service 
require, establish or elect not to establish, substitute positions for any 
position in the postal field service. 

Section 606 (b) reenacts the second proviso in section 2 of the act 
of July 6, 1945 (Public Law 134, 79th Cong.), which proviso makes it 
mandatory that a classified substitute employee be employed for not 
less than 2 hours when he reports for duty after receiving an official 
call to duty, and, in addition, extends such proviso to include all sub- 
stitute employees, hourly rate employees, and temporary employees. 

Section 606 (c) provides that there may not be more than 1 classified 
substitute employee for each 5 regular employees whose positions under 
the bill are the same as or equivalent to the positions enumerated in 
the act of June 4, 1936 (39 U. S. C., sec. 834). The positions enu- 
merated in such act are: (1) railway postal clerk, (2) post office clerk, 
(3) city letter carrier, (4) village letter carrier, (5) mail handler, (6) 
watchman, (7) messenger, (8) employees of the motor-vehicle service. 
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In offices where there are fewer then 5 regular employees the Depart- 
ment may employ only 1 classified substitute clerk, 1 classified sub- 
stitute carrier, and 1 classified substitute in the motor-vehicle service. 


EMPLOYEES IN THE POSTAL TRANSPORTATION SERVICE 


Section 607 prescribes rules which relate to (1) work schedules, 
overtime compensation, and travel allowances for employees in the 
Postal Transportation Service who are assigned to road duty, and 
(2) the basis for compensating substitute employees in the Postal 
Transportation Service assigned to road duty. 

Section 607 (a) requires the Postmaster General to organize the 
work of employees in the Postal Transportation Service assigned to 
road duty into regularly scheduled tours of duty, which shall aggre- 
gate an average of not more than 8 hours a day for 252 days, or 2,016 
hours, per year. Under section 16 (p) of the act of July 6, 1945 
(Public Law 134, 79th Cong.), the scheduled tours of duty of such 
employees are based on 253 (rather than 252) days per year. This 
change will insure to regular employees in the Postal Transportation 
Service assigned to road duty benefits which are equivalent to the 
8 paid holidays in a 52-week year allowed regular employees in sta- 
tionary facilities under section 603. Since the difference between 
class A and class B runs prescribed by sections 11A, 16 (c), and 16 (p) 
of the act of July 6, 1945 (39 U.S. C., sees. 861a, 866 (c), and 866 (p)), 
is not continued by section 607 for purposes of salary differentials, a 
uniform allowance of 1 hour and 35 minutes for work performed on 
layoff periods is provided by section 607 only for employees in the 
Postal Transportation Service assigned to road duty—that is, those 
employees in such Service who are engaged in the distribution of mail. 

Section 607 (b) requires the payment of overtime compensation to 
regular employees in the Postal Transportation Service assigned to 
road duty at the rate of 1% times their respective howrly rates of basic 
compensation, computed in accordance with the provisions of section 
601 (d) (1) of the bill. Section 607 (b) also provides that in arriving 
at the amount of overtime to be paid at any time during the calendar 
year, any deficiencies accrued up to that time during the same cal- 
endar year sall be offset against any overtime work by the employee. 

Section 607 (c) requires that substitute employees in the Postal 
Transportation Service assigned to road duty shall be paid on an 
hourly basis for actual work performed according to the time value 
of each trip, including time for work performed during layoff periods. 
This reenacts certain of the provisions of section 16 (k) of the act of 
July 6, 1945, as amended (39 U. S. C., sec. 866 (k)). 

Section 607 (d), which takes effect on the first day of the first pay 
period which begins after the date of enactment of the bill, provides 
that the Postmaster General may, in lieu of actual expenses, pay to 
regular and substitute employees in the Postal Transportation Service 
assigned to road duty, a travel allowance at a rate not to exceed 
$9 per day. The present rate of such allowance is $6 per day. As 
under present law, the allowance is made for time in excess of 10 
hours from the time the initial run begins. Section 607 (d) permits 
the payment of such travel allowance at fixed rates per annum or by 
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such other method as the Postmaster General may deem to be 
equitable. 

Section 607 (e) provides that substitute employees in the Postal 
Transportation Service shall be credited with full time while traveling 
under orders of the Post Office Department to and from their desig- 
nated headquarters to take up their assignments. Section 607 (e) is 
a reenactment of a similar provision of section 16 (m) of the act of 
July 6, 1945 (39 U.S. C., sec. 866 (m)). 


SPECIAL-DELIVERY EQUIPMENT MAINTENANCE ALLOWANCE 


Section 608 relates to the payment of equipment maintenance for 
special delivery of mail. 

Section 608 (a) provides for the payment of an automotive equip- 
ment maintenance allowance to special-delivery messengers and 
special carriers at first-class post offices. As under present law, such 
allowance shall be paid at the rate of 7 cents per mile or major fraction 
thereof, or, at the option of the Postmaster General, at the rate of 90 
cents per hour. 

Section 608 (b) continues the provisions of present law which permit 
the Postmaster General to provide or hire vehicles under an allowance 
basis for use in the delivery of special-delivery mail whenever the needs 
of the postal field service so require, 


EQUIPMENT MAINTENANCE ALLOWANCE FOR RURAL CARRIERS 


Section 609 (a) provides that each rural carrier shall be paid for 
equipment maintenance a sum equal to 9 cents for each mile or major 


fraction of a mile of his scheduled route. This payment is in addition 
to the compensation provided in the rural carrier schedule. A rural 
carrier who is receiving additional compensation for serving a heavily 
patronized route may be paid by the Postmaster General such addi- 
tional equipment maintenance allowance as will not exceed $3 per day 
when combined with the 9-cent per mile allowance. These payments 
for equipment maintenance are to be mace at the same periods and 
in the same manner as payments of regular compensation. This reen- 
acts the existing comparable provision of section 17 (e) of the act of 
July 6, 1945, as amended (39 U.S. C., see. 867 (e)). 

Section 609 (b) provides that any employee assigned to serve a rural 
route who furnishes the vehicle used in performing such service shall 
be paid, in addition to his compensation, the equipment maintenance 
allowance provided for such route. This reenacts the proviso of sec- 
tion 5 of the act of June 19, 1948, as amended (39 U.S. C., sec. 883). 


ALLOWANCES FOR POSTMASTERS IN FOURTH-CLASS POST OFFICES 


Section 610 reenacts the provisions of the act of May 24, 1928 
(39 U.S. C., see. 60a), which provide that allowances shall be paid 
postmasters of fourth-class post offices for rent, fuel, light, and 
equipment. Such allowances are in an amount equal to 15 percent of 
the basic compensation earned in each pay period, and are to be paid 
such postmasters at the same time and in the same manner as is their 
recular compensation. 
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TITLE VII—SALARY INCREASES 


RETROACTIVE BASIC SALARY INCREASES 





Section 701 (a) provides (1) a 6-percent increase in the basic salaries 
specified in the act of July 6, 1945 (Public Law 134, 79th Cong.), as 
amended, and (2) a 6-percent increase in the basic salaries of those 
employees in the postal field service who are paid under the Classifi- 
cation Act of 1949. This increase is made retroactive to March 1, 
1955. Thus, a city carrier who was promoted to automatic grade 5 
at a salary rate of $3,670 on April 1 will receive retroactive pay at 
the rate of 6 percent of $3,570 (automatic grade 4) for the period 
from March 1 through March 31 and retroactive pay at the rate of 6 
percent of $3,670 (automatic grade 5) for the period from April 1 to 
the beginning of the first pay period after enactment of the bill. 

Section 701 (a) also provides that such increase is to be applied to 
the fixed compensation of a rural carrier, to his compensation per 
mile, and to any additional compensation allowed him for serving a 
heavily patronized route. The increase is also to be applied to 
sections 3 (c), 3 (d), 12 (a), 12 (e), 15 (f), and 17 (d) of the act of July 
6, 1945, as amended. 

Section 701 (b) provides that the retroactive increase is to be paid 
only to individuals in the service of the United States, including service 
in the Armed Forces, or of the District of Columbia except it shall be 
paid to each retired employee for services rendered between March 1, 
1955, and the date of retirement and in accordance with the act of 
August 3, 1950 (Public Law 636, 81st Cong.), to each deceased 
employee for services rendered between March 1, 1955, and the date 
of death. For the purpose of this section, service in the Armed 
Forces, in the case of an individual relieved from training and service 
or discharged from hospitalization following training and service, 
includes the period provided by law for mandatory restoration to 
positions in the Federal Government. 

























TITLE VIII—MISCELLANEOUS PROVISIONS 
CLASSES OF POST OFFICES 


Section 801 requires the Postmaster General, at the beginning of 
each fiscal year, to divide the post offices into four classes. ‘This 
division is to be made on the basis of gross annual postal receipts for 
the preceding calendar year. Post offices having receipts of $40,000 
or more are to be placed in the first class. Those whose receipts are 
$8,000 or more, but less than $40,000, are to be placed in the second 
class. Those whose receipts are $1,500 or more, but less than $8,000, 
are to be placed in the third class. Finally, those whose receipts are 
less than $1,500 are to be placed in the fourth class. 

It should be noted that the basic salary of a postmaster in a post 
office of the third class which is relegated to the fourth class shall 
be fixed in accordance with provisions of section 303 (g). 

Although under this bill the only compensation based exclusively 
on gross postal receipts is that paid to postmesters in fourth-class 
offices, it is still necessary, because of other provisions of law, to 
make this division of post offices into classes. For example, the act 
of July 12, 1876, as amended (39 U.S. C., see. 31), requires, among 
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other things, that postmasters of the first, second, and third class be 
appointed by the President by and with the advice and consent of 
the Senate, while postmasters of the fourth class are to be appointed 
by the Postmaster General. 


ASSIGNMENT OF EMPLOYEES 


Section 802 authorizes the Postmaster General to detail an em- 
ployee from the postal field service to the departmental service and 
from the departmental service to the postal field service. The em- 
ployee concerned must consent to such an assignment and such detail- 
ing may be made only to the extent necessary to develop a more 
efficient working force and more effectively to perform the work of 
the Department. An employee detailed under this section shall not 
be so detailed for more than 1 year on any one such assignment, and 
he may be so detailed without change in his compensation. 


INCREASES IN BASIC COMPENSATION NOT EQUIVALENT INCREASES 


Section 803 of the bill provides that any increase in rate of basic 
compensation received, by reason of the enactment of the bill, by 
any employee in the postal field service who transfers or is transferred 
to a position within the purview of the Classification Act of 1949, as 
amended, shall not be considered as an equivalent increase in com- 
pensation within the meaning of section 701 of such act. Section 
701 of the Classification Act of 1949 provides for within-grade step 
increases in compensation for employees at the expiration of certain 
stipulated periods on condition that— 
no equivalent increase in compensation from any cause was received during such 
period. 

Such section 701 was amended by subsection (e) of the first section 
of the act of October 24, 1951 (Public Law 201, 82d Cong.), by adding 
at the end thereof the following subsection: 

(b) Any inerease in compensation granted by law after June 30, 1951, shall 
not be construed to be an equivalent increase in compensation within the meaning 
of subsection (a). 

It was intended that this language would safeguard on a permanent 
basis the right of employees subject to the Classification Act of 1949, 
as amended (including employees who transfer or are transferred to 
positions under such act after June 30, 1951), to within-grade step 
increases in compensation without regard to any increase in compensa- 
tion which they may have been granted by law. The original state- 
ment of the purpose of this particular provision is contained in the 
4th paragraph on page 7 of House Report 959, 82d Congress, 1st 
session. However, section 15 (b) of the act of October 24, 1951 
(Public Law 204, 82d Cong.), which was under consideration by the 
Congress at the same time as Public Law 201, contained a provision 
that any increase in rate of basic compensation by reason of the enact- 
ment of Public Law 204 shall not be considered as an “equivalent 
increase” in compensation within the meaning of section 701 of the 
Classification Act of 1949, in the case of postal service employees who 
transfer or are transferred to positions coming within the purview of 
the Classification Act of 1949. 
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Section 15 (b) was included in Public Law 204 for the protection 
(in case the above-quoted sec. 701 (b) as contained in subsec. (e) 
of the first section of Public Law 201 should not become law) of 
employees in the postal field service who later transferred or were 
transferred to positions within the purview of the Classification Act 
of 1949. It was not intended that section 15 (b) of Public Law 204 
in any manner limit or circumscribe the application of the general 
language of section 701 (b) as added to the Classification Act of 1949 
by subsection (e) of the first section of Public Law 201, in the event 
that such section 701 (b) should become law. 

The purpose of the inclusion in section 803 of the bill of language 
similar to section 15 (b) of Public Law 204 is twofold: First, through 
the language of such section 803, to insure the protection of employ ees 
in the postal field service from loss (on account of the increases pro- 
vided by this bill) with respect to their within-grade step increases 
under section 701 of the Classification Act of 1949, in the event that 
they later transfer or are transferred to positions under such act; and, 
second, through the discussion in this report of the legislative history 
of subsection (b) of such section 701, to clarify the original objects and 
purposes of such subsection (b) so that hereafter it will be clear that 
such section 701 (b) renders it unnecessary to include, in legislation 
granting direct increases in the compensation of employees in the 
postal field service or elsewhere, a provision to the effect that such 
increases are not to be construed to be “equivalent increases” within 
the meaning of such section 701, because the right of employees 
subject to the Classification Act of 1949 (ine luding employees who 
transfer or are transferred to positions under such ac t) to their within- 
— step increases in compensation will be protected on a permanent 

asis by such section 701 (b). 


POSTAL EMPLOYEES OF THE CANAL ZONE GOVERNMENT 


Section 804 directs the Governor of the Canal Zone to adopt for 
postal employees of the Canal Zone Government all applicable pro- 
visions of this bill. Such provisions shall be adopted for postal 
employees of the Canal Zone Government as of the date or dates on 
which such provisions become operative for the employees of the 
postal field service. 

Section 81 of title 2 of the Canal Zone Code provides, in part, that 
employees of the Canal Zone Government shall receive such compensa- 
tion as shall be fixed by the President or his authority (which authority 
has been delegated by the President to the Governor of the Canal 
Zone) until such time as Congress may by law regulate the same. 
Such section 81 further provides, however, that salaries or compensa- 
tion fixed by the President under such section shall in no instance 
exceed by more than 25 percent the salary or compensation paid for 
the same or similar services to persons employed by the Government 
in the continental United States. 

The direction to the Governor of the Canal Zone under this section 
804 is a regulation by Congress of the compensation of postal em- 
ployees which operates to remove from the authority of the President 
the power to fix the compensation of such postal employees under 
section 81 of title 2 of the Canal Zone Code, including the authority 
of the President under such section 81 to fix such compensation at 
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rates up to 25 percent above the compensation paid for the same or 
similar services to employees of the postal field service in the con- 
tinental United States. 

Section 207 of the Independent Offices Appropriation Act, 1949, 
approved April 20, 1948, as amended (5 U.S. C., see. 118h), provides, 
in substance, that appropriations or funds available to the executive 
departments for payment of salaries and compensation to persons 
stationed outside the continental limits of the United States, whose 
rates of basic compensation are fixed by statute, shall be available 
for payment of additional compensation, under such regulations as 
the President shall prescribe, not to exceed 25 percent of such rates of 
basic compensation. Such additional compensation is to be paid 
because of substantially higher living costs or conditions of environ- 
ment which differ substantially from the environment of the United 
States and warrant additional compensation as a recruitment in- 
centive, or both such factors. 

Section 103 of the Civil Functions Appropriation Act, 1955, 

provides in part that— 
* * * all citizens of Panama and the United States rendering skilled, technical, 
clerical, administrative, executive, or supervisory service on the Canal Zone 
under the terms of this Act * * * may receive as compensation equal rates of 
pay based upon rates paid for similar employment in continental United States 
plus 25 per centum * * *, 

These two provisions (sec. 207 of the Independent Offices Appropri- 
ation Act, 1949, and sec. 103 of the Civil Functions Appropriation 
Act, 1955), taken together, provide the necessary authority for making 
payments in the future of additional compensation to postal employees 
of the Canal Zone Government. 


It is intended that the Postmaster General shall keep the Governor 
of the Canal Zone informed of all actions taken to carry out the pro- 
visions of this bill, in order that the maximum possible uniformity of 
treatment shall be maintained for employees of the postal field service 
and the postal employees of the Canal Zone Government. 


REFERENCES IN OTHER LAWS WITH RESPECT TO PUBLIC LAW 134, 79TH 
CONGRESS 


Section 805 (a) provides that, whenever a reference is made in an 
existing law which will remain in effect after this bill takes effect to 
the act of July 6, 1945 (Public Law 134, 79th Cong.), as amended, 
such reference to such act of July 6, 1945, shall be held and considered 
to be a reference to this bill. Also, if any such existing law which 
will remain in effect after this bill takes effect makes reference to a 
“grade” as such term is used in the act of July 6, 1945, such reference 
to the term “grade” shall be held and considered to mean the corre- 
sponding step of the appropriate salary level established in the 
schedules contained in this bill. 

Section 805 (b) provides that the enactment of section 805 (a) 
requiring references to the act of July 6, 1945, to be considered to be 
references to this act and requiring references to “grade” as used in 
such act of July 6, 1945, to be considered to be references to the step 
of the appropriate salary level established in the schedules in this bill, 
shall not operate to affect the application of any provision of this bill 
to any position or employee otherwise within the purview of this bill. 
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APPLICABILITY OF ACT TO GUAM 


Section 806 provides that the provisions of the bill shall have the 
same force and effect within Guam as within other possessions of the 
United States. Since section 25 (b) of the Organic Act of Guam, 
approved August 1, 1950 (Public Law 630, 81st Cong.), provides 
that— 

* * * no law of the United States * * * shall have any force or effect within 
Guam unless specifically made applicable by Act of the Congress * * * 

the purpose of section 806 is to overcome any inference which may 
have been created by reason of such section 25 (b) that the provisions 
of this bill do not apply to Guam, by making such provisions specifi- 
cally applicable to Guam to the same extent as to other possessions 
of the United States. 


REGULATIONS OF POSTMASTER GENERAL 


Section 807 insures that the Postmaster General will have the 
requisite authority to prescribe and issue such regulations as may be 
necessary administratively to carry out the provisions of this bill. 


CIVIL SERVICE ACT AND RULES, VETERANS’ PREFERENCE ACT OF 1944 


Section 808 insures that the application of the Civil Service Act and 
rules and the Veterans’ Preference Act of 1944 to the postal field 
service shall not be affected by this bill by specifically providing that 
the bill shall not be construed to that effect. 


AUTHORIZATION OF APPROPRIATIONS 


Section 809 specifically authorizes the appropriation of such sums 
as may be necessary to carry out the provisions of this bill. 


EFFECTIVE DATES 


Section 810 prescribes the several dates on which the provisions of 
the various sections of the bill are to become effective. 

Section 810 (a) provides that section 810 shall take effect on the 
date of enactment of the bill. When section 810 becomes effective, 
it thereby establishes the dates on which the remaining provisions of 
the bill will take effect. 

Section 810 (b) provides thet all provisions of the bill, except 
title VII and sections 667 (d) and 810, shall take effect on such date as 
may be specified by the Postmaster General but not later than 180 
days following the date of enactment of the bill. 

Section 810 (c) places title VII and section 607 (d) in effect on the 
first day of the first pay period which begins after the date of enact- 
ment of the bill into law. 

Section 810 (d) provides that for the purpose of determining the 
amount of insurance for which an individual is eligible under the 
Federal Employees’ Group Life Insurance Act of 1954, changes in 
rates of compensation which result from the enactment of this bill 
shall be deemed to be effective on the first day of the first pay period 
which begins after enactment. 
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APPENDIX 


MESSAGF FROM THE PRESIDENT or THE Unirep States Returnine Wirinovut 
AppROVAL THE Bitt (S. 1) Entitiep “An Acr to INcREASE THE RATES OF 
Bastc CoMPuNSATION OF OFFICERS AND EMPLOYEES IN THE FI¥eLD SERVICE 
OF THE Post Orrick DEPARTMENT” 


Thursday, Mav 19, 1955 
To the United Slates Senate: 


I return herewith, without my approval, S. 1, to increase the rates of hasie 
compensation of officers and employees in the field service of the Post Office 
Department. I take this action for three reasons. First, the bill creates new 
discriminations or inequities which woud affect many thousands of postal em- 
plovees. Second, the bill creates grave administrative problems, such as the 
establishment of thousands of individual pay rates. It forces awkward and unfair 
administrative practices in a Government department whose operations affect 
every person, every enterprise, every community in the country. Third, the bill 
imnoses & heavier burden upon the taxpayer than is necessary to establish salary 
rates throughout the Department which will compare favorably with rates for 
similar work elsewhere in Government and in private industry. 

At the outset of this administration, the Postmaster General began a com- 
prehensive study of the entire postal svstein. 

The principal purpose was to discover effective ways and means by which the 
American people could be assured more speedy, certain, economical, and efficient 
handling of their mail. Obviously, this purpose can be achieved only if, first, 
postal employees are dedicated and satisfied in career service because of fair 
compensation, good working conditions, adequate benefits in vacations, insurance, 
sick leave, and old-age security; and, second, the Department’s administrative 
structure, incorporating the best management practices, is so designed that 
merit and responsibility are recognized and rewarded. 

In accordance with the findings of the comprehensive study, on January 11, 
1955, by special message to the Congress, I recommended an increase in the 
salaries of postal employees which would be composed of two elements—a general 
increase in postal pay and a reclassification of postal positions that would eliminate 
inequities. To accomplish these purposes, I recommended a 5-percent pay raise 
and adjustments in classification to bring about proper wage relationships among 
the various jobs in postal service. The cost of the reclassification proposals 
would have brought the total increase to 64% percent, with an aggregate annual 
cost of $129 million, 

Those recommendations, if adopted, would have placed the salaries of postal 
employees in proper relationship to the salaries paid for similar work in nearly 
all the larger cities. The pav raises recommended were substantially greater 
than the increase in the cost of living since the last adjustment in postal wages. 

Subsequently, the House Post Office and Civil Service Committee, by a sub- 
stantial bipartisan majority, reported a bill—H. R. 4644—which, although approx- 
imately $30 million a year more costly than my recommendations, embodied the 
essential elements of a reclassification system. In the matter of reclassification, 
that bill, as reported by the committee, could have been, and still can be, with 
certain corrections, the basis for legislation which would est»blish fair relation- 
ships between the salaries of various positions in the postal service on the sound 
principle of equal pay for equal work and more pay for more difficult and 
responsible work. 

It has always been recognized that in the consideration of pay legislation, 
there can be a reasonable difference of opinion as to what constitutes an anpro- 
priate increase. But there can be no compromise with the principle of fai: ess, 
and any pay legislation must be fair to all to whom it applies. It must be work- 
able administratively and not be excessive in cost, 
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The bill before me fails to meet these criteria. Specifically: 

(1) It discriminates against large groups of postal employees, such as rural 
letter carriers, special delivery messengers, and many supervisors and post- 
masters. These total tens of thousands. 

(2) Aside from creating new and serious administrative problems, the 
total cost of the bill, approximately $180 million a year, is substantially 
greater than is necessary to adjust postal salaries to a fair level, either from 
the standpoint of pay for comparable work or from the standpoint of increase 
in the cost of living. 

I regret the necessity of the action which I am taking. It is my earnest hope 
and recommendation that the Congress will quickly consider and enact postal-pay 
legislation that will be in the public interest and fair to all of the half-million em- 
ployees who man the postal service. To meet this test, such legislation should 
provide a reasonable increase in pay for all postal field service employees. It 
should provide for reclassification of postal positions to bring about proper wage 
relationships so as to eliminate inequities. It should not discriminate against 
some groups in favor of others, and it should be administratively workable. 

Because the enactment of such legislation will substantially increase the postal 
deficit, I wish again to emphasize the imperative need for postal rates that will 
make the postal service self-supporting and be based on service rendered to the 
user. We can no longer afford to continue a costly deficit operation paid for by 
millions of taxpayers in amounts out of all proportion to the postal services that 
they as individuals receive. 

Dwicat D. E1sENnHOWER 

Tue Waitt Hovsr, May 19, 1955. 
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AUTHORIZING THE TRANSMISSION THROUGH THE 
MAILS OF CERTAIN KEYS, IDENTIFICATION DEVICES, 
AND SMALL ARTICLES 





June 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dowpy, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


{To accompany H. R. 4808] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4808) to provide for transmission through the 
mails of keys and identification cards, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

The amendment to the text of the bill strikes out all after the enact- 
ing clause of the bill as introduced and inserts in lieu thereof a substi- 
tute which appears in the reported bill in italic type. 

The title of the bill is amended so as to read: 

A bill to authorize the transmission through the mails of certain keys, identifica- 
tion devices, and small articles, and for other purposes. 

The purpose of the amendments ts to clarify the intent of this legis- 
lation and to provide for more effective administration thereof. 


STATEMENT 


H. R. 4808, as amended, will both clarify and bring up to date the 
existing law which establishes a postage rate of 5 cents for each 2 
ounces or fraction thereof for the return by mail of hotel or steamship 
keys with tags bearing post office addresses and instructions for return. 

This legislation will authorize transmission through the mails, under 
conditions spelled out in the bill, of keys, identification devices of 
various kinds, and other small articles (such as wallets, billfolds, and 
so forth) which the Postmaster General may designate. To qualify 
for such mailing, there must be a complete post office address, a re- 

55006 


_. <6 ee © ee ee 


3 


>. 


a ee ee ee ee 








2 AUTHORIZE CERTAIN TRANSMISSION THROUGH THE MAILS 


uest for return thereto, and a guaranty that postage will be paid on 
dulivedy. The present postage rate of 5 cents for each 2 ounces or 
fraction thereof on hotel and steamship keys will apply. 

This legislation will provide a public service for which wide need 
has arisen since the present law on the mailing of hotel and steamship 
keys was enacted in 1926. The Post Office Department reports that 
a number of key identification systems have come into being in recent 
years. The Disabled American Veterans organization, for example, 
has developed an excellent identification system which is designed to 
meet the public need. This organization reports that under its 
system in 1954 over 13,000 automobile keys were returned to owners 
in Illinois, over 7,000 were returned in New Jersey, and comparable 
service was rendered in other States. But neither the DAV plan nor 
any other similar plan can operate with full effectiveness because the 
present law authorizes the return of only hotel and steamship keys. 
As a matter of expediency and public service, the Post Office Depart- 
ment does return certain other things where practicable, but the law 
contains no specific authority for the practice. 

Approval of this legislation, as amended, is recommended by the 
Post Office Department, which reports that there will be no difficulty 
in administration and no additional cost to the Government. 

The letter of the Postmaster General approving this legislation, 
which has the approval of the Bureau of the Budget, follows: 


OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., April 13, 1955. 
Hon. Tom Murray, 
Chairman, Committee on Post Office and Civi! Service 
House of Representatives. 

Dear Mr. CuatrRMAN: Reference is made to vour request for a report on H. R. 
4808, a bill to provide for transmission through the mails of keys and identification 
cards. 

The act of July 3, 1926 (89 U.S. C. 302) established a special rate of postage for 
returning hotel or steamship keys placed in the mails which bear a post office 
address. instruetions directing return, and the guaranty to pay postage on de- 
livery This bill would extend this rate to all keys and identification cards upon 
the same conditions. 

Since the law providing for return through the mails of hote! and steamship 
keys was enacted, various key identification systems have begun operation over 
the country. Keys attached to tags of these systems dropped in collection boxes 
are presently being sent to the addresses shown for disposition. Also, it is a com- 
mon practice, particularly in larger cities, for pickpockets, thieves, and finders of 
wallets or identification cards to place them in collection boxes As a matter of 
expediency and service to the public such items are restored to the owners if 
possibie Many Government agencies have adopted the practice of printing on 
identification ecards and similar papers instructions to finders for placing in a mail 
collection box for return These are also delivered to the address shown. 

There is a definite demand for the service contemplated by this bill, and it does 
not appear that there would be any difficulty in administering such a law. 

It is believed that the enactment of this measure would have little, if any, 
effect upon postal expenditures. 

In view of the foregoing, this Department favors the enactment of this legis- 
lation. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the committee. 

Sincerely yours, 
Artuur E. SUMMERFIELD, 
Postmaster General. 





R. 


ion 


for 
fice 

de- 
pon 


ship 
ver 
yxes 
om- 
s of 
r of 
‘s if 
r on 
mail 


Joes 
ANY, 
eg is- 


» the 


AUTHORIZE CERTAIN TRANSMISSION THROUGH THE MAILS 3 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Act oF Juty 3, 1926 
(44 Stat. 890, ch. 778; 39 U.S. C., sec. 302) 
AN ACT Fixing postage rates on hotel and steamship room keys and tags 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, [That on hotel and steamship room keys with 
metal or fiber tags securely attached thereto, there being indelibly stamped upon 
such tags explicit post office address and instructions directing that key and tag 
be returned to the hotel or steamship of their origin, postage shall be charged at 
the rate of 5 cents for each two ounces or fraction thereof if postage be collected 
on delivery.] That keys or identification cards bearing an explicit post office address, 
and instructions directing that, if found, such keys or cards be returned to such address 


and guaranteeing payment of postage on delivery, the rate shall be 5 cents for each 
two ounces or fraction thereof. 


oe ee 8 ee 


| 
} 
} 


<-. 


a2 es ew =e Se eS EO 





RRC RTO AT eM RVR SS 





84TH CONGRESS } HOUSE OF REPRESENTATIVES | bag nd 
oO. 


1st Session 








AMENDING THE ACT OF JULY 31, 1947 (61 STAT. 681), AND THE 
MINING LAWS TO PROVIDE FOR MULTIPLE USE OF THE SUR- 
FACE OF THE SAME TRACTS OF THE PUBLIC LANDS 





Juns 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enc te, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


(To accompany H. R. 5891] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 5891) to amend the act of July 31, 1947 (61 
Stat. 681), and the mining laws to provide for multiple use of the 
surface of the same tracts of the public lands, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 2, line 1, following the word “States,” insert the words: 
including for the purposes of this Act land described in the Acts of August 28, 
1937 (50 Stat. 874), and of June 24, 1954 (68 Stat. 270), 

Page 3, line 10, strike the word “Agriculture.” and insert in lieu 
thereof the words: 


Agriculture: Provided, That, notwithstanding any other provisions of law, such 
leases or permits may be issued for lands administered for national park, monu- 
ment, and wildlife purposes only when the President, by Executive order, finds 
and declares that such action is necessary in the interests of national defense. 
Page 3, line 21, following the word “except” insert the words: 


that revenues from the lands described in the Act of August 28, 1937 (50 Stat. 
874) and the Act of June 24, 1954 (68 Stat. 270) shall be disposed of in accordance 
with said Acts and except. 

Page 6, line 3, strike the words “The Secretary of the Federal 
Department” and insert in lieu thereof the words “The head of a 
Federal department or agency”’. 

Page 16, line 3, change the period to a comma and add the words: 


or to limit or repeal any existing authority to include any limitation or restriction 
in any such patent. 
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AMEND ACT OF JULY 31, 1947, AND THE MINING LAWS 


LEGISLATION CONSIDERED 


In reporting H. R. 5891, by Representative Rogers, of Texas, it is 
pointed out that the measure reported is 1 of a total of 10 bills having 
an identical purpose considered by the committee. The others: H.R. 
5561, by Representative Dawson, of Utah; H. R. 5563, by Representa- 
tive Fjare, of Montana; H. R. 5572, by Representative Young, of 
Nevada; H. R. 5577 by Representative Ellsworth, of Oregon; H. R. 
5595, by Representative Cooley, of North Carolina; H. R. 5742, by 
Representative Hope, of Kansas; H. R. 6223, by Representative 
Udall, of Arizona; H. R. 6307, by Representative Budge, of Idaho; 
and H. R. 6372, by Representative Engle, of California. 


PURPOSE 


H. R. 5891, if enacted into law, would amend the act of July 31, 
1947 (61 Stat. 681; 43 U.S. C. 1185), commonly known as the Mate- 
rials Act of 1947, in two respects: by barring future locations under 
the mining laws for certain materials commonly occurring throughout 
the United States; by giving to the Secretary of Agriculture adminis- 
trative responsibility under the Materials Act. 

If enacted, H. R. 5891 would also amend the general mining laws to 
permit more efficient management and administration of the surface 
resources of the public lands by providing for multiple use of the 
same tracts of such lands. 

To achieve these objectives, the bill would: 

(1) Amend the Materials Act of 1947 to prohibit future location 
and removal, under the mining laws, of common varieties of sand, 
stone, gravel, pumice, pumicite, and cinders, by requiring disposition 
of these materials under the Materials Act. 

(2) Amend the Materials Act of 1947 to give to the Secretary of 
Agriculture the same authority with respect to mineral materials 
(including, but not limited to, sand, stone, gravel, pumice, pumicite, 
cinders, and clay), and vegetative materials (including, but not limited 
to, yucca, manzanita, mesquite, cactus, and timber or other forest 
products) located on lands under his jurisdiction as that which the 
Secretary of the Interior has with respect to lands under Interior’s 
jurisdiction. 

(3) Amend the general mining law to prohibit the use of any 
hereafter located unpatented mining claim for any purpose other 
than prospecting, mining, processing, and related activities. 

(4) Amend the general mining law to limit the rights of a holder 
of an unpatented mining claim hereafter located to the use of the 
surface and surface resources. The bill would accomplish this by 
vesting in the responsible United States administrative agency author- 
ity to manage and dispose of vegetative surface resources on such 
locations, to manage other surface resources thereof (except minerals 
subject to the mining laws), and to use so much of the surface as is 
necessary for management purposes or for access to adjacent lands. 

The legislation would limit surface use to those activities which do 
not endanger or materially interfere with established mining operations 
or related activities. 

(5) Establish, with respect to invalid, abandoned, or dormant 
mining claims, located prior to enactment of the bill, an in rem pro- 
cedure in the nature of a quiet-title action, whereby the United States 
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could expeditiously resolve uncertainties as to surface rights on such 
locations. 


BACKGROUND OF THE LEGISLATION 


The House Committee on Interior and Insular Affairs, through its 
Subcommittee on Mines and Mining and Public Lands Subcommittee, 
and working with coordinate legislative committees, has given con- 
tinuing consideration to legislation proposing more effective manage- 
ment and utilization of the resources of the public lands of the 
United States. 

In the more than 80 years since enactment of the Mining Act of 
1872, and the period which has elapsed since passage of the Mineral 
Leasing Act of 1920, the principal problem faced by the Congress 
and responsible Federal administrative agencies has been this: the 
development of statutory authority and regulations thereunder which 
would operate to encourage mining activity on our vast expanse of 
public lands compatible with utilization, management, and conserva- 
tion of surface resources such as water, soil, grass, timber, parks, 
monuments, recreation areas, fish, wildlife, and waterfowl. 

The foregoing problem is one of surface versus subsurface competing 
uses. 

In the same category, equally complex, is the problem posed by com- 
petition for surface resources on the public lands, for example: grazing 
and forestry with watershed management; utilization of reservoir 
sites for storage of water with the use of the same areas for park, 
monument, scenic, scientific, and recreational values; development 
of lands through irrigation, flooding, or drainage with use of the same 
lands as wildlife habitats, or for breeding, nesting, feeding, and 
resting places for migratory waterfowl, ete. 

The latter problem is one of competing surface uses. 

Finally, there has been the problem of developing statutory 
authority containing conditions under which multiple mineral develop- 
ment could go forward. Public Law 585, 83d Congress, the act of 
August 13, 1954 (68 Stat. 708), operates to permit multiple use of 
the same lands; that is, concurrent development under the mining 
law and the mineral leasing laws. Public Law 585 appears to have 
resolved many of the problems raised by competing subsurface uses. 

It is with the first of these problems—surface versus subsurface 
competing uses—that H. R. 5891 and related measures deal. Con- 
sideration of these measures, which propose to modify established 
procedures and to redefine the surface rights of persons entering on 
public lands under the mining laws, must be considered in light of 
presently existing procedure. 

Procedure under mining laws, general 


Deposits of minerals, other than coal, oil, gas, oil shale, sodium, 
Rerepeate and potash (and sulfur in the States of Louisiana and New 
Mexico), in both surveyed and unsurveyed lands belonging to the 
United States, are open to entry under the act of May 10, 1872, as 
amended. The act of 1872, with amendments, embraces the general 
mining laws. 

Minerals belonging to the United States and excepted from the 
operation of the general mining laws may be acquired under what are 
known as the mineral leasing laws, are not subject to location and 
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purchase under the mining laws, but may be developed only under 
rights acquired through license of lease. 

Mineral resource utilization comes about only after: (1) prospect- 
ing; (2) exploration; and (3) development. 

‘Historically, the Federal mining law has been designed to encourage 
individual prospecting, exploration, and development of the public 
domain. The incentive for such activity has been the assurance of 
ultimate private ownership of the minerals and lands so developed. 
Under these laws, prospectors may go out on the public domain not 
otherwise withdrawn, locate a mining claim, search out its mineral 
wealth and, if discovery of mineral is made, can then obtain a patent. 
The property, with issuance of patent, becomes the individual’s to 
develop or sell, according to his initiative or desire. 

A restatement of the traditional approach of Congress to this develop- 
ment of our mineral resources is to be found in section 1 of the act of 
May 10, 1872 (17 Stat. 91): 

* * * all valuable mineral deposits in lands belonging to the United States, both 
surveyed and unsurveyed, shall be free and open to exploration and purchase, 
and the lands in which they are found to occupation and purchase, by citizens of 
the United States and those who have declared their intention to become such, 
under regulations prescribed by law, and according to the local customs or rules 


of miners in the several mining districts, so far as the same are applicable and not 
inconsistent with the laws of the United States. 


Initiation of rights to mineral lands 

Rights to mineral lands, owned by the United States, are initiated 
by prospecting, that is, searching for minerals thereon, and, upon the 
discovery of mineral, by locating the lands upon which such discovery 
has been made, or lands which the prospector believes to be valuable 


for minerals. A location is made by staking the corners of the claim, 
yosting a notice of location thereon, and complying with the State 
ious regarding the recording of the location in the county recorder’s 
office, discovery work, etc. 


National parks and monuments 


With the exception of Mount McKinley and Glacial Bay National 
Monuments, both in Alaska, Organ Pipe Cactus National Monument 
in Arizona, and Death Valley National Monument in California, 
mining locations may not be made on lands in national parks and 
monuments after their establishment. 


Minerals in Indian lands 


In general, the mineral deposits in Indian reservation lands are 
subject to special leasing provisions under the administration of the 
Bureau of Indian Affairs of the Department of the Interior, and not 
the general mining laws. An exception to this was the Papago 
Indian Reservation in Arizona. With enactment of Public Law 47, 
84th Congress, Ist session, on May 27, 1955, (H. R. 2682) mineral 
rights in Papago Reservation lands were conveyed to the Papago 
Tribe with future control in the tribe, and administrative responsi- 
bility in the Indian Bureau. 


National forest lands 


The national forests of the United States are generally open to 
entry under the mining laws. An exception is made in some instances 
where Congress has enacted legislation to vest in the Secretary of 
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Agriculture authority to make regulations with respect to mineral 
entry in designated national forest areas. 

An example is the act of May 24, 1949 (63 Stat. 75; 16 U.S. C. 482 n) 
which applies to lands within Coconino National Forest, Ariz., and 
declares that mineral locations made after the date of the act within a 
specified area (some 20,000 acres) would confer on the locator or 
patentee only mineral rights and the right to use timber and surface 
as needed for mining purposes. The purpose of the act was to reduce 
the incentive to locate mining claims for nonmining activities without 
at the same time interfering with the development of bona fide mineral 
values. 

Your committee reported, the House and Senate passed, and the 
President signed into law on May 13, 1955, H. R. 2679, which extends 
the application of the act of May 24, 1949, to an additional 78,000 
acres in the Coconino National Forest. 


Location and its effect 


Upon entering the lands selected the prospector (also known as an 
entryman, locator, or claimant) must, to protect his claim, stake it 
out. Under the law, he is limited in any one claim to an area of not 
to exceed 20 acres. Under traditional practice, this claim will be 
approximately 600 by 1,500 feet, or less. By posting notice of loca- 
tion, which notice contains the name of the claimant, date of location, 
and a description of the claim (forms used vary from mining district 
to mining district), the locator, without further requirement under 
Federal law, as of that moment, acquires the immediate right to 
exclusive possession, control, and use of the land within the corners 
of his location stakes. He must, of course, to protect this right to 
exclusive possession— 

(1) comply with the State law having to do with recordation, 
etc.; and 

(2) carry out under the Federal law what is known as annual 
assessment work. ‘This simply means that he must perform $100 
worth of labor during each assessment year (12-month period 
beginning July 1), or in the alternative, he must carry out im- 
provements worth $100 in value during the same period. 

Having thus complied, he retains exclusive possession, control, and 
use of the area, and may remove the minerals from the land without 
first proceeding to patent. 

Failure to perform the assessment work for any vear subjects the 
claim to relocation, unless work for the benefit of the claim is resumed 
before a relocation is made. The determination of the question of the 
right of possession between rival and adverse claimants to the same 
mineral land is a function committed exclusively to the courts. 


Abuses under the mining laws 


The Committees on Interior end Insular Affairs of both the House 
and Serate have in the pest several years been made increasingly 
aware of the abuses under the general mining lews by those persons 
who locate mining claims on public lands for purposes other than that 
of legitimate mining ectivity. 

Because of the widespread and common occurrence in nature of 
certain materigls named in the Materials Act of 1947, and greatly 
increased public interest in mining brought on by the “boom” in 
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uranium and other fissionable source materials, these abuses have 
multiplied in number in the past few years. 

Numerous examples have been cited describing the activities of 
persons using the guise of mining locations for nonmining purposes, 
and the results of such activities: 

The mining laws are sometimes used to obtain claim or title to 
valuable timber actually located within the claim boundaries. Fre- 
quently, whether or not the locator so intends, such claims have the 
effect of blocking access-road development to adjacent tracts of 
merchantable Federal timber, or to generally increase costs of admin- 
istration and management of adjacent lands. The fraudulent locator 
in national forests, in addition to obstructing orderly management 
and the competitive sale of timber, obtains for himself high-value, 
publicly owned, surface resources bearing no relationship to legitimate 
mining activity. 

Mining locations made under existing law may, and do, whether by 
accident or design, frequently block access: to water needed in 
grazing use of the national forests or other public lands; to valuable 
recreational areas; to agents of the Federal Government desiring to 
reach adjacent lands for purposes of managing wild-game habitat or 
improving fishing streams so as to thwart the public harvest and 
proper management of fish and game resources on the public lands 
generally, both on the located lands and on adjacent lands. 

The ingenuity of American citizens which hes made our Nation 
strong has also operated to develop new and better ways of abusing 
public lend resources through obtaining color of title under the mining 
law. 

Some locators in reality, desire their mining claims for commercial 
enterprises such as filling stations, curio shops, cafes, or for residence 
or summer camp purposes. If application is made for residence or 
summer camp purposes under Federal law other than the mining 
laws, sites usually embrace small tracts, that is, 5-acre tracts; on the 
other hand, mining locations provide for control and utilization of 
approximately 20-acre tracts. Fraudulent locators prefer 20 acres to 
5 acres. 

Under existing law, fishing and mining have sometimes been com- 
bined in another form of nonconforming use of the public lands: a 
group of fisherman-prospectors will locate a good stream, stake out 
successive mining claims flanking the stream, post their mining claims 
witn ‘No trespassing” signs, and proceed to enjoy their own private 
fishing camp. So too, with hunter-prospectors, except that their 
blocked-out ‘mining claims” embrace wildlife habitats; posted, they 
constitute excellent hunting camps. 

The effect of nonmining activity under color of existing mining law 
should be clear to all: a waste of valuable resources of the surface on 
lands embraced within claims which might satisfy the basic require- 
ment of mineral discovery, but which were, in fact, made for a purpose 
other than mining; for lands adjacent to such locations, timber, water, 
forage, fish and wildlife, and recreational values wasted or destroyed 
because of increased cost of management, difficulty of administration, 
or inaccessibility; the activities of a relatively few pseudominers 
reflecting unfairly on the legitimate mining industry. 
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Problems faced in developing corrective legislation 


Problems raised by abuses under the mining laws have for sometime 
been recognized by the legitimate mining industry, by the Federal 
agencies responsible for administration of the publie’s s resources; by 
private groups and individuals sincerely interested in wise conservation 
and utilization of all of our surface and subsurface resources. 

If fraudulent locations are made, under present law the United States 
has the right to refuse patents (if application is made), or to attack 
such locations in court. 

Modification of presently authorized administrative action alone 
does not appear the answer. Presently available remedies are time- 
consuming, are costly, and, in the end, not conclusive. Where a loca- 
tion is based on discovery, it is extremely difficult to establish invalidity 
on an assertion by the United States that the location was, in fact, 
made for a purpose other than mining. 

If locations must be proven fraudulent in court before dispossession, 
the mining laws must be so drawn or so framed as to make clear to 
locators what can and what cannot be done. On the other hand, 
continual interference by Federal agencies in an effort to overcome 
this difficulty would hamper and discourage the development of our 
mineral resources, development which has been encouraged and pro- 
moted by Federal mining law since shortly after 1800. 

Congress and responsible Federal agencies have recognized this 
need for a balance between competing surface and subsurface de- 
mands, as have spokesmen outside of the Federal Government. 

The American Mining Congress, a national organization composed of 
both large and small producers of all metals and minerals mined in the 
United States, included the following statement in its declaration of 
public land policy adopted at the annual meeting in San Francisco in 
September 1954: 


We believe * * * that suitable amendments can be made in the general mining 
laws which, with proper use of available procedures, will simplify enforcement and 
minimize bad-faith attempts through pretended mining locations to serve objec- 
tives other than the discovery and development of minerals. We believe that this 
can be accomplished in a manner which will protect the incentive and reward now 
inherent in the mining laws. 


The nonprofit, noncommercial, educational American Forestry 
Association, with more than 25,000 members, echoes this industry 
position. With some 800 natural-resource leaders present, the Fourth 
American Forest Congress, in October 1953, adopted by an over- 
whelming referendum vote of the association as section III D, of 
its new program for American forestry, under the heading ‘“‘Mining 
on Public Lands,”’ this language: 

Efficient management of many millions of acres of Federal public lands, includ- 
ing the discovery and development. of new or known mineral resources, is in the 
public interest. The legitimate miner and prospector should be encouraged to 
carry on such work. However, widespread abuses under the existing mining 
laws as a means of acquiring Government lands for other than mining purposes 
should be stopped. We therefore recommend that Congress revise the Federal 
mining laws to prevent their abuse by claimants or patentees who use their claims 


to tie up more valuable timber or other resources than they legitimately need to 
develop the minerals. 


With this agreement on the end sought to be achieved by remedial 
legislation there has not alw ays been agreement on what means 
should be employed to achieve that end. 
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There is, however, agreement that any corrective legislation pro- 
viding for multiple use of the surface of the same tracts of public 
lands, compatible with unhampered subsurface resource development, 
must be aimed at— 

First, prohibiting location of mining claims for any purpose 
other than prospecting, mining, processing, and related activities; 

Second, providing for conservation and utilization of timber, 
forage, and other surface resources on mining claims, and on ad- 
jacent lands; and 

Third, accomplishing these desirable ends without materially 
psneite the basic concepts and principles of the general mining 
aws. 

H. R. 5891 is, in the view of the Committee on Interior and Insular 
Affairs, responsive to the need for corrective action outlined. 


EXPLANATION OF THE BILL, H. R. 5891 


H. R. 5891 would amend the Materials Act of 1947 by barring future 
locations under the mining laws for certain materials commonly 
occurring throughout the United States, would extend the act’s 
operations to national forest lands, and would give to the Secretary 
of Agriculture Materials Act administrative responsibility for lands 
under his jurisdiction. 

The bill would also amend the general mining laws by defining the 
rights of locators to surface resources prior to patent for locations 
hereafter made; would establish procedures for more efficient manage- 
ment and administration of the surface resources on mining locations 
hereafter made; and would permit quieting of title to surface resources 
on locations made prior to the effective date of the act through 
procedures established in the act. 


1. Amendment of Materials Act 


Section 1 of the reported bill when read together with section 3 of 
the bill would amend section 1 of the act of July 31, 1947 (61 Stat. 
681; 43 U.S. C. 1185) to remove from the purview of the mining laws 
location and removal thereunder of common sand, stone, gravel, 
pumice, pumicite, and cinders. In the future, these commonly 
occurring materials cannot be the object of location and removal 
under the general mining law, but will be subject to disposal under 
the Materials Act. 

The Secretary of Agriculture is given, by section 1, the same author- 
ity with respect to mineral materials and vegetative materials located 
on lands under his jurisdiction as that which the Secretary of the 
Interior has with respect to lands under his jurisdiction. 

The provisions of section 1 of the 1947 act, as thus amended, will, 
by the terms of this bill, apply in the future to national forest and 
title III Bankhead-Jones lands, which lands are already subject to 
the general mining laws. 

The provisions of section 1 of the 1947 act will remain inapplicable 
to national parks and national monuments or to Indian lands, or lands 
set aside or held for the use or benefit of Indians, including lands 
withdrawn for Indian use by Executive order, 

Section 1 of the bill applies only to locations made after enactment, 
does not affect rights under existing valid mining claims. 





AMEND ACT OF JULY 31, 1947, AND THE MINING LAWS 9 


2. Receipts from materials disposal 


Section 2 of H. R. 5891 would amend section 3 of the 1947 act 
(43 U.S. C. 1187) to provide that moneys received from the disposal of 
materials thereunder shall be subject to disposition under the same 
provisions as moneys received from the sale of public lands, except 
that moneys received from the disposal of materials by the Secretary 
of Agriculture would be disposed of in the same manner as are other 
receipts from the lands from which the materials are removed. 

Receipts from disposal of materials from Alaska school section lands 
will be treated as income from such lands is presently treated, 


3. Removal of common materials from mining location 


Section 3 of the bill specifically states that a deposit of common 
varieties of sand, stone, gravel, pumice, pumicite, or cinders shall not 
be deemed a valuable mineral deposit within the meaning of the mining 
laws so as to give effective validity to any mining claim hereafter 
located under such mining laws. 

Attention is called to two additional clauses contained in this 
section. 

The proviso in this section reading— 

* * * nothing herein contained shall affect the validity of any mining location 
based upon discovery of some other mineral occuring in or in association with such 
a deposit— 

has been incorporated in the bill to make clear the committee intent 
to not preclude mining locations based on discovery of some mineral 
other than a common variety of sand, stone, ete., occurring in such 
materials, for example, a mining location based on a discovery of gold 
in sand or gravel. 

The last sentence of this section declares that— 


“Common varieties” as used in this act does not include deposits of such materials 
which are valuable because the deposit has some property giving it distinct and 
special value * * * 


which language would exclude materials such as limestone, gypsum, 
etc., commercially valuable because of “distinct and special” properties. 
Finally, this section contains the clause— 


* * * and does not include so-called “block pumice” which occurs in nature in 
pieces having one dimension of two inches or more, 

which clause recognizes a class of pumice having distinct and special 
properties. 

Section 3 of the bill applies only to locations made after enactment, 
does not affect rights under existing valid mining claims. 

4. Rights of future locators to surface resources 

Section 4 of the bill delineates the rights, limitations, and restric- 
tions which would apply to any unpatented mining claim located 
after the effective date of the act. 

Subsection (a) specifically provides that, prior to issuance of patent, 
no mining claim hereafter located could be used for any purpose other 
than prospecting, mining, or processing operations and uses reason- 
ably incident thereto. In short, this subsection recognizes essential 
rights—mining claims can, in the future, be used for activities related 
to prospecting, mining, processing and related activities, though not 
for unrelated activities. 
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Subsection (b) of section 4 provides that hereafter located claims 
under the mining laws shall be subject, prior to patent issuance, to 
the right of the United States to manage and dispose of the vegetative 
surface resources thereof and to manage other surface resources 
thereof, except mineral deposits subject to location under the mining 
laws. 

This subsection would also make such claims subject, prior to issu- 
ance of patent, to the right of the United States, its permittees and 
licensees, to use so much of the location surface as may be necessary 
for access to adjacent land. 

With respect to the reservations in the United States to use of the 
surface and surface resources as set out in the two preceding para- 
graphs attention is called to the proviso which qualifies them: 

* * * any use of the surface of any such mining claim by the United States, its 
permittees, or licensees, shall be such as not to endanger or materially interfere 
with prospecting, mining, or processing operations or uses reasonably incident 
thereto. 

This language, carefully developed, emphasizes the committee’s 
insistence that this legislation not have the effect of modifying long- 
standing essential rights springing from location of a mining claim. 
Dominant and primary use of the locations hereafter made, as in the 
past, would be vested first in the locator; the United States would be 
authorized to manage and dispose of surface resources, or to use the 
surface for access to adjacent lands, so long as and to the extent that 
these activities do not endanger or materially interfere with mining, 
or related operations or activities on the mining clei. 

Subsection (c) of section 4 of the bill specifically imposes restrictions 
on the locator’s use of surface resources not related to mining or related 
activities. 

It prohibits removal or use, by the mining claimant, of timber or 
other surface resources made subject, by subsection (b) of section 4, to 
menegement and disposition by the United States; again, it will be 
noted— 

Except to the extent required for the mining claimant’s prospecting, mining, or 
processing operations and uses reasonably incident thereto, or for the construction 
of buildings or structures in connection therewith, or to provide clearance for such 
operations or uses, or to the extent authorized by the United States * * *. 
This language, read together with the entire section, emphasizes recog- 
nition of the dominant right to use in the locator, but strikes a balance, 
in the view of the committee, between competing surface uses, and 
surface versus subsurface competing uses. 

Finally, subsection (c) requires that any timber cutting by the min- 
ing claimant, other than that to provide clearance, shall be done in 
accordance with sound principles of forest management. 

The foregoing rights, reservations, limitations, and restrictions apply 
only to claims hereafter located, and operate only prior to issuance of 
patent. 

After patent, the patentee, as under traditional law which has 
existed since 1872, acquires full title to the mining claim and its 
resources, surface, and subsurface. As members will understand, 
acquisition of patent requires compliance with the mining laws as to 
location, performance of assessment work, payment to the United 
States of the purchase price, and a determination by the Department 
of the Interior as to claim validity and full compliance with the law. 
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AMEND ACT OF JULY 31,1947, AND THE MINING LAWS. 1] 
5. Procedure for resolving title uncertainties on claims located prior to 
date of the act 


Section 5 of the bill would establish a procedure for determining 
expeditiously title uncertainties resulting from the existence of aban- 
doned, invalid, dormant, or unidentifiable mining claims, located 
prior to the enactment of the bill. 

At the present time, agencies administering federally owned lands 
encounter many difficulties because of the presence of unpatented 
mining claims the existence of which they may not even be aware. 
If section 4 of H. R. 5891 is to have the desired effect upon manage- 
ment and use of surface resources, it was concluded the section 5 
provisions are necessary to identify which unpatented claims will be 
subject to its provisions; the in rem procedure established would per- 
mit a determination of those valid claims existing prior to enactment 
with respect to which claimants are asserting surface rights adverse 
to the United States. 

The committee understands that this section does not impair au- 
thority under existing law to declare mining claims null and void for 
failure to comply with provisions of law governing such claims, and 
that nothing in this section or elsewhere in the bill would prevent the 
taking by the United States of any mining claim under the right of 
eminent domain. 

Proceeding in a manner similar to that provided in the act of August 
13, 1954 (Public Law 585, 83d Cong., 2d sess.; 68 Stat. 708), the 
Secretary of the Interior, at the request of the Federal department or 
agevey having the responsibility for administering the surface of 
United States lands in a given area, shall initiate action for a deter- 
mination of surface rights thereto. Under this procedure, a holder 
of a claim located prior to enactment could assert and establish his 
rights in the lands covered by his claim, and such claim would be 
uneffected by the proceeding. 

if such a claimant fails to establish his rights, or fails to assert his 
rights, or if he voluntarily waives his rights to the surface, he will 
be in the same position as a holder of a claim located after enactment 
of this bill. 

The procedure does not affect the right of a claimant to apply for 
patent, and if patent is granted he would acquire the same title as he 
would under the existing law. 

Initiating proceedings.—Subsection (a) of section 5 would permit 
setting in motion this chain of events: the responsible Federal ad- 
ministrator would file with the Secretary of the Interior a request for 
publication of notice to mining claimants for the determination of 
surface rights to a described area. 

The bill requires that such request be accompanied by affidavits 
of persons who had examined the lands involved in an effort to ascer- 
tain whether or not any persons were in possession of, or engaged in 
working, the lands. The affidavit would state the names and addresses 
of all persons so found, or if none were found, a statement to that 
effect. 

It is further required that there accompany such request the certifi- 
cate of an attorney, a title abstractor, or a title or abstract company, 
based upon an examination of tract indexes in the county office of 
record, setting forth the name of any person appearing in those records 
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as having an interest in the lands involved under an unpatented mining 
claim. 

Notice by publication, and registered mail, or in person.—Upon re- 
ceipt of such request, accompanied by the required affidavits and cer- 
tificate of records abstract, the Secretary of the Interior, at the expense 
of the requesting department or agency, will publish notice to mining 
claimants in a newspaper of general circulation in the county in which 
the lands involved are situated. 

If published in a daily newspaper, the bill requires publication in 
the Wednesday issue for 9 consecutive weeks; if in a weekly paper, in 
9 consecutive issues; if in a semiweckly or triweekly paper, in the issue 
of the same day of each week for 9 consecutive weeks. 

In addition, each person shown by name and address in the affidavits 
required will by registered mail or in person receive, within 15 days 
after first publication, a copy of the published notice; so too will per- 
sons whose names and addresses are set out in the required certificate 
of records abstract, and those filing requests for such notices under 
subsection (d) of section 5, 

Summary of notice requirements.—Summarized, the detailed require- 
ments of subsection (a) of section 5 as to notice of pendency of the 
“quiet title’”’ proceeding would; require a preexamination of the lands, 
to ascertain, if possible, any parties in possession. Notice must be 
published in a newspaper of general circulation in the county in which 
the lands involved are situated. A copy of the notice must be per- 
sonally delivered or sent by registered mail; (1) To each person found 
to be in possession or engaged in working the lands involved in the 
proceeding, and (2) to each person who has filed in the county office of 
record a request for such notice as contemplated under subsection (d), 
and a copy of the notice must be mailed by registered mail to each per- 
son who is shown by a title search to have an interest in the lands. 

Failure to assert rights, effect——Subsection (b) of section 5 estab- 
lishes a time deadline for assertion of rights to lands involved, and 
spells out the consequences of failure on the part of claimants to act. 

Any person asserting an unpatented mining claim in lands involved 
would be required to submit, within 150 days from the date of first 
publication, a statement setting forth pertinent information as to his 
claim. 

Any claimant failing to submit such a statement would be con- 
clusively deemed, except as provided in subsection (e) of section 5: 


(1) to have waived and relinquished any right, title, or interest 
under such mining claim contrary to or not in conflict with the 
limitations or restrictions specified in section 4 of the act as to 
hereafter located unpatented mining claims; 

(2) to have consented that such mining claim, prior to issuance 
of patent therefor, shall be subject to the limitations and restric- 
tions specified in section 4 as to hereafter located unpatented 
mining claims; and 

(3) to have precluded any right in himself to thereafter, prior 
to issuance of patent, assert any right or title to, or interest in or 
under, such mining claim contrary to or in conflict with the limita- 
tions or restrictions specified in section 4 of the act as to hereafter 
located unpatented mining claims. 


Hearing on determination of rights.—Subsection (c) of section 5 
provides that if a mining claimant asserts rights contrary to or im 
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conflict with the provisions relating to the use and management of 


surface resources, as set forth in section 4 of this bill, the Secretary of 
the Interior shall hold a hearing to determine the validity of such 
rights. 

Such hearings would, under the bill, follow the established general 
procedures and rules of practice of the Department of the Interior 
with respect to contests or protests affecting public lands. 

To limit the length of the hearing and cost of transcripts, the bill 
limits any single hearing to a maximum of 20 mining claims, unless 
the parties otherwise stipulate. 

Assurance of receiving notice.—Subsection (d) of section 5 permits 
a mining claimant to assure himself in advance of receiving notice of 
a proposed proceeding affecting his claim if the claimant files in the 
county office of record a request for a copy of any such notice, giving 
his name, address, and certain data as to each unpatented mining 
claim under which he asserts rights. 

Effect of Federal failure to notify.—Subsection (e) of section 5 pro- 
vides that the publication of notice shall be whollv ineffectual as to 
any person entitled to be served with, or to be mailed a copy of, the 
published notice, if the notice is not in fact so served upon or mailed 
to him. 

6. Waiver or relinquishment of surface rights 

Section 6 has as its objective permitting and encouraging coopera- 
tion and avoidance of controversy. 

Tt permits the owner of any unpatented mining claim, heretofore 
located, if he so desires, to waive and relinquish all rights thereunder 
which are contrary to or in conflict with the limitations and restrictions 
specified in section 4; effect of such waiver and relinquishment would, 
in other words, result in such a claim having a surface rights status 
applicable to mining claims hereafter located. 

This section specifically declares that such a waiver or relinquish- 
ment will not constitute any concession as to the validity of the 
owner’s claim, or as to the date of priority of rights under the claim. 
7. General construction section 

Section 7 restates the scope of the bill to make it clear that— 

(1) the bill will in no way limit or restrict existing rights under 
any valid mining claim except insofar as those rights are limited 
or restricted in actions taken pursuant to sections 5 by operation 
of section 5 or section 6; nor will 

(2) the bill authorize the inclusion in patents issued for mining 
claims after the date of the act of any limitations or restrictions 
not otherwise authorized by law. 


COMMITTEE AMENDMENTS TO H. R. 5891 


The committee has adopted five amendments to the printed bill, 
as follows: 

Amendment 1.—Insertion, after the words “United States’, where 
they first occur in the first full sentence of section 1 of the words: 
including for the purpose of this Act land described in the Acts of August 28, 
1937 (50 Stat. 874) and of June 24, 1954 (68 Stat. 270). 

This amendment would make the provisions of sections 1 and 2 
specifically applicable to the revested Oregon and California Railroad 
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grant lands and the reconveyed Coos Bay Wagon Road grant lands, 
wae otherwise would be excepted from the provisions of sections 
1 and 2. 

Amendment 2.—At the end of the last sentence in section 1, striking 

out the word “Agriculture.”, and inserting in lieu thereof: 
Agriculture: Provided, That, notwithstanding any other provisions of law, such 
leases or permits may be issued for lands administered for national park, monu- 
ment, and wildlife purposes only when the President, by Executive order, finds 
and declares that such actions necessary in the interests of national defense. 

This proviso, identical to one included in the act of August 13, 1954 
(Public Law 585, 83d Cong., 2d sess.; 68 Stat. 708), makes clear that 
lands administered for national park, monument, and wildlife pur- 
poses would be subjected to entry under the Materials Act of 1947 
only after the President had, by Executive order, found and declared 
such action necessary in the interests of national defense. 

Amendment 3.—Insertion, after the words “and except’ following 
the second full clause of the quoted material in section 2 of the words: 
that revenues from the lands described in the Act of August 28, 1937 (50 Stat. 874) 
and the Act of June 24, 1954 (68 Stat. 270) shall be disposed of in accordance 
with said Acts and except. 

This amendment also refers specifically to the revested Oregon and 
California Railroad grant lands and the reconveyed Coos Bay Wagon 
Road grant lands, and provides that revenues from Materials Act 
activities on these lands would be disposed of as are other revenues 
from them; this is entirely consistent with the language in the bill 
providing for disposal of revenues on lands under the Department of 
Agriculture, and Alaska school section lands. 

Amendment 4.—In the first line of subsection (a) of section 5, 
striking the words “The Secretary of the Federal Department” and 
substituting the words: “The head of a Federal department or agency”. 

This amendment is clarifying only; later language of section 5 
clearly indicates that its provisions apply to all departments and 
agencies, while the phraseology in the first sentence of the printed 
bill might have been interpreted as limiting the section’s scope to the 
executive departments only. 

Amendment 5.—Striking the period after the word “law” at the 

end of the last sentence in section 7, and inserting the words: 
or to limit or repeal any existing authority to include any limitation or restriction 
in any such patent. 
Certain existing statutes limit or restrict mining activities upon 
lands owned by the United States, as for example, the act of April 8, 
1948 (62 Stat. 162), which opened the revested Oregon and California 
Railroad grant lands and the reconveyed Coos Bay Wagon road grant 
lands to exploration, location, entry, and disposition under the general 
mining laws, but which limited—with respect to timber on such lands 
—the rights of persons making entry on those lands. 

Reference to ‘““* * * any limitation or restriction” is also of signi- 
ficance in view of the provisions of two congressional acts: the act of 
August 12, 1953 (Public Law 250, 83d Cong., Ist sess.; 67 Stat. 539), 
and the act of August 13, 1954 (Public Law 585, 83d Cong., 2d sess. ; 
68 Stat. 708). 

Both of these acts operate, within the terms thereof, to create 
authority for, and to establish procedure whereby, there is reserved 
to the United States all Leasing Act minerals; further, they operate 
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to reserve to the United States, its lessees, permittees, and licensees, 
within the limits specifically set out, the right to entry upon and 
removal from mining locations (prior to, and after patent) of Leasin 
Act minerals, The right to use mining locations, or restricted minera 
patent lands falling within the scope of the acts is similarly reserved 
to the United States, its lessees, etc., for access to adjacent lands for 
mineral leasing activities. 

The committee understands that the effect of its amendment to 
section 7 of the bill makes clear that this saving language is broad 
enough to include and leave unaffected, the rights of reservation to 
the United States created by Public Law 250 and Public Law 585 
of the 83d Congress. 


SUPPORT FOR H. R. 5891 


The language of the bill, as reported, has been developed with the 
support and cooperation of both the Departments of Agriculture and 
Interior. 

Included in a long list of national, State, and local groups and 
individuals supporting this legislation are the following: 

American Mining Congress; American Federation of Labor; Inde- 
pendent Timber Farmers of America; The American Forestry Asso- 
ciation; Western Lumber Manufacturers; National Wildlife Federa- 
tion; Sports Afield; National Lumber Manufacturers Association; 
National Farmers Union; Wildlife Management Institute; the Izaak 
Walton League of America; the National Grange; Northwest Mining 
Association; Northern Rocky Mountain Sportsmen’s Association; 
Western Forest Industries Association; Western Forestry and Con- 
servation Association; United States Chamber of Commerce; Society 
of American Foresters; and the American Nature Association. 

Three States—California, Oregon, and Arizona—through conserva- 
tion organizations, have endorsed its enactment, along with numerous 
other industry, labor, civic, educational, conservation, and hunting 
and fishing organizations and individuals. 

The favorable reports of the Departments of Interior and Agricul- 
ture are set out following. 





DEPARTMENT OF THE INTERIOR, 
OPFICE OF THE SECRETARY, 
Washington, D. C., Mey 17, 1958. 
Hon. Cratrr EnNGie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. Encte: This is in reply to your request for the views of this 
Department on H. R. 5561, H. R. 5577, and H. R. 5891, all of which are bills to 
amend the act of July 31, 1947 (61 Stat. 681) and the mining laws to provide for 
the multiple use of the surface of the same tracts of the public lands and for other 
purposes. H. R. 5561 and H. R. 5891 are identical, and H. R. 5577 differs from 
them in only one respect. All references in this report are to H. R. 5561 unless 
otherwise noted. 

We recommend that H. R. 5561 be enacted, and suggest that it be amended as 
indicated hereinafter. 

H. R. 5561, if enacted, would make a number of significant changes in existing 
laws governing mining and the disposal of materials on the public lands particu- 
larly insofar as surface uses and rights are concerned. Briefly summarized, the 
bill may be said to provide as follows: (1) the first three sections would exclude 
certain minerals from among those on which claims under the mining laws may 
be based, and would provide a means for the disposal of the materials so excluded; 
(2) section 4 would limit the rights of a holder of an unpatented mining claim 
hereafter located to the use of the surface and surface resources; and (3) sections 
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5 and 6 would provide a procedure for the clarification of surface rights appurte- 
nant to mining claims existing at the time of the bill’s enactment. Existing rights 
would be protected by section 7. 

Section 1 of the bill would amend section 1 of the act of July 31, 1947 (61 Stat. 
681; 43 U. 8. C., sec. 1185) to add certain common minerals to the materials sub- 
ject to disposition under that act. Also, the Secretary of Agriculture would be 
given the same authority with respect to mineral materials, including, but not 
limited to, sand, stone, gravel, pumice, pumicite, cinders, and clay, and vegetative 
materials, including, but not limited to, yueca, manzanita, mesquite, cactus, and 
timber or other forest products, located on lands under his jurisdiction as that 
which the Secretary of the Interior has with respect to lands under his jurisdiction. 
The provisions of that section would remain inapplicable to national parks and 
monuments and to Indian lands, but would in future be applicable to national 
forests. The provisions of section 1 of H. R. 5577 differ in that they would also 
be inapplicable to the revested Oregon and California Railroad grant lands and 
the reconveyed Coos Bay Wagon Road grant lands. 

Section 2 would amend section 3 of that act, as amended (43 U.S. C., see. 1187) 
to provide that moneys received from the disposal of materials thereunder would 
be subject to disposition under the same provisions as moneys received from the 
sale of public lands, except that monevs received from the disposal of materials 
by the Secretary of Agriculture would be disposed of in the same manner as are 
other receipts from the lands from which the materials are removed. Monevs 
received from the disposal of materials from school section lands in Alaska would 
be treated as income from such school section lands is ordinarily treated. 

Section 3 specifically states that a deposit of common varieties of sand, stone, 
gravel, pumice (except block pumice), pumicite, or cinders shall not be deemed a 
valuable mineral deposit within the meaning of the mining laws so as to give 
effective validity to any claim located thereunder. 

Section 4 provides that, prior to the issuance of patent, no mining claim located 
subsequent to the enactment of H. R. 5561 could be used for any purpose other 
than prospecting, mining, or processing operations, and uses reasonably incident 
thereto, and all rights under the claim would be subiect to the right of the United 
States to manage and use the surface; moreover, prior to the issuance of patent, 
no claimant could sever, remove or use vegetative or other surface resources, 
except to the extent required by mining operations or uses reasonably incident 
thereto. 

At the present time, agencies administering federally owned lands encounter 
many difficulties in administering the lands under their jurisdiction because of the 
presence of unpatented mining claims of the existence of which they may not 
even be aware. This undesirable situation would be alleviated by the procedure 
which section 5 of H. R. 5561 would provide for determining expeditiously title 
uncertainties resulting from the existence of abandoned, invalid, dormant, or 
unidentifiable mining claims, located prior to the enactment of the bill. Not 
only is it necessary that some means be established for the expeditious determina- 
tion of these uncertainties resulting from the existence of such claims, but, if 
section 4 of this bill is to have the desired effect upon the management and use of 
surface resources of unpatented mining claims, a procedure to identify which 
unpatented claims will be subject to its provisions is necessary. In our opinion, 
the procedure to be established by section 5 would answer this need, for it would 
permit a determination of those valid claims existing prior to the enactment of the 
bill with respect to which claimants are asserting surface rights adverse to the 
United States. We do not interpret the provisions of section 5 as impairing 
authority under existing law to declare mining claims null and void for failure to 
comply with provisions of law governing such claims. We have also assumed 
that nothing in the bill would prevent the taking by the United States of any 
mining claims under the right of eminent domain. 

The procedure which section 5 would establish would commence with the 
Secretary of any Federal department, responsible for administering the surface 
resources of any lands belonging to the United States, filing with the Secretary 
of the Interior a request for publication of notice to mining claimants for the 
determination of surface rights. The filing of a request of that nature would be 
accompanied by affidavits of persons who had examined the lands involved in an 
effort to ascertain whether or not any persons were in possession of or engaged in 
working the lands; the affidavits would state the names and addresses of all 
persons so found or, if none were found, would state that fact. 

The request would also be accompanied by the certificate of an attorney, & 
title abstractor, or a title or abstract company, based upon an examination of 
tract indexes in the county office of record, setting forth the name of any person 
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appearing in those records as having an interest in the lands involved under an 
unpatented mining claim. The Secretary of the Interior would, upon the receipt 
of such a request, publish notice to mining claimants in a newspaper having 
general circulation in the county wherein the lands involved are situated. Any 
person asserting an unpatented mining claim in those lands would be required to 
submit, within 150 days, a statement setting forth pertinent information as to 
his claim, and any claimant failing to submit such a statement would be con- 
clusively deemed to have waived any rights to his claim which would be contrary 
to the limitations set forth in section 4 of the bill with respect to the use of the 
surface and to have consented to the subjection of his claim to the provisions of 
that section. Upon publication of notice in a newspaper, a copy of that notice 
would be delivered, either in person or by registered mail, to each person whose 
name and address appear in the affidavits and certificates submitted with the 
request for publication. 

he bill also would provide a method by which any person desirous of receiving 
notice with respect to any particular lands might file a request for such notice in 
the appropriate county office of record. If any statement should be filed by a 
claimant in response to the publication or delivery of notice, the Secretary of the 
Interior would hold hearings to determine the validity and effectiveness of any 
right or title to that mining claim, or interest in or under that claim, which is 
contrary to or in conflict with the provisions relating to the use and management 
of surface resources, set forth in section 4 of the bill, Such hearings would follow 
the established general procedures and rules of practice of the Department of the 
Interior with respect to contests or protests affecting publiclands. If, with respect 
to any person, the requirements as to personal delivery or mailing of notice should 
not be complied with, that person’s rights would be affected in no way by the 
publication of notice. 

Section 6 provides that, while any owner of an unpatented mining claim may 
waive or relinquish all rights thereunder contrary to or in conflict with the restric 
tions of section 4, such a waiver or relinquishment will not constitute any con- 
cession as to the validity of his claim or as to the date of priority of rights under 
that claim. 

Section 7 provides that the bill will in no way limit or restrict existing rights 
under any valid mining claim except insofar as those rights are limited or restricted 
in actions taken pursuant to sections 5 and 6, nor will the bill authorize the 
inclusion in patents thereafter issued for mining claims of any limitations or 
restrictions not otherwise authorized by law. 

H. R. 5561 is designed to meet a situation which has arisen because of more 
intensive Federal use of the public lands in recent years. Under the existing 
mining laws various abuses have been possible. For example, it has been possible 
for persons who have unpatented claims under the mining laws to prevent orderly 
management and disposition of valuable timber and other surface resources, and 
also to block access to such resources on unlocated Federal land while paying little 
or no attention to mining. Moreover, many claims have been based on deposits 
of the mineral materials listed in section 1 which, although technically of sufficient 
value to justify a location, are actually of minor worth as compared to other 
natural resources of the land. Another example of these abuses may be seen in 
the fact that it has been possible to acquire a color of right, through a mining 
location, for nonmining purposes, such as summer homesites. 

This bill is designed to strike at these abuses, which violate the spirit of the 
mining laws. The bill provides that deposits of common minerals such as ordinary 
varieties of sand, stone, gravel, pumice, pumicite, and cinders shall not be deemed 
valuable mineral deposits within the meaning of the mining laws. Secondly, it 
prohibits the use of a claim for any nonmining purpose prior to the issuarce of 
patent. 

The type of practice against which this bill is directed has drawn the disap- 
proval of the mining industry generally, conservation groups, and other public- 
land users. The national interest in encouraging the discovery of minerals 
dictates that the mining industry should have a continued opportunity to locate 
mining claims, to mine minerals found there, to discover and develop commercial 
deposits, and, if fortunate, to make a profit, but the national interest is not served 
by preventing the use of the surface of unpatented claims for other desirable uses 
which do not substantially interfere with mining operations and related activities. 
This legislation is based upon this sound premise, in our view. 

At the same time as the proposed legislation would meet the wishes of the 
mining industry, it would also give full recognition to the vital importance of 
the forest and range resources of the public lands and the national forests, for the 
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bill provides for the multiple use of the surface of mining claims and thus permits 
the conservation and wise use of all surface resources in the public interest. 

We have discussed above the need for a procedure for establishing the existence 
of unpatented mining claims and for determining the respective rights of the 
United States and holders of unpatented mining claims. Certainly, the pro- 
cedure which section 5 would establish would eliminate many of the problems 
relating to ownership and management of surface resources which arise in the 
case of Government timber sales, grazing permits, and watershed and recreational 
development. Under the procedure which would be provided by this bill, it is 
hoped that an area in which a timber sale, for example, was contemplated could 
be subjected to a conclusive determination of surface rights within a reasonably 
short time. 

We believe that the bill should be amended so that the provisions of sections 
1 and 2 would be specifically applicable to the revested Oregon and California 
Railroad grant lands and the reconveyed Coos Bay Wagon Road grant lands. 
The other sections of H. R. 5561 are already applicable to these lands, and 
there is no reason why these lands should not be subject to the same provisions 
of law as other public lands in these respects. We suggest, therefore, that there 
be inserted immediately after ““United States,” at page 2, line 2, the following: 
“including for the purposes of this Act land described in the Acts of August 28, 
1937 (50 Stat. 874) and of June 24, 1954 (68 Stat. 270),”. For the same reason, 
we also suggest that there be inserted, immediately after ‘‘except’”’ at page 3, 
line 22, the following: “that revenues from the lands described in the Act of 
August 28, 1937 (50 Stat. 874) and the Act of June 24, 1954 (68 Stat. 270) shall 
be disposed of in accordance with said Acts and except’. 

As we have pointed out above, the provisions of section 1 of H. R. 5577 only 
are inapplicable to the Oregon and California Railroad and the Coos Bay Wagon 
Road lands. We suggest, therefore, with respect to H. R. 5577 that the following 
words, beginning at page 3, line 4, be deleted: “or to lands described in the Act of 
August 28, 1937 (50 Stat. 874), or in Public Law 426, Eighty-third Congress.” 

It is also suggested that the language used at the beginning of section 5 requires 
clarification. Though the later language of section 5 clearly indicates that its 
provisions apply to all departments and agencies, the phraseology in the first 
sentence of the section could well be interpreted as limiting the section’s scope to 
the executive departments only. We suggest, therefore, that all of line 3, page 6, 
be deleted and the following substituted in its place ‘“The head of a Federal depart- 
ment or agency.” 

Certain existing statutes limit or restrict mining activities upon lands owned by 
the United States, as, for example, the act of April 8, 1948 (62 Stat. 162), which 
opened the revested Oregon and California Railroad grant lands and the recon- 
veyed Coos Bay Wagon Road grant lands to exploration, location, entry, and 
disposition under the general mining laws, but which limited, with respect to 
the timber on those lands, the rights of persons making entry on those lands. We 
believe it essential that nothing in H. R. 5561 be interpreted as repealing or amend- 
ing any of those laws imposing such special limitations or restrictions. Though 
the existing language of the bill may afford such a guaranty, we suggest that the 
period at the end of section 7 be replaced by a comma and the following added: 
“or to limit or repeal any existing authority to include any limitation or restriction 
in any such patent.” 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to your committee, 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 17, 1956. 
Hon. Ciarr ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
United States House of Representatives. 

Dear ConcressMAN ENG.E: Reference is made to your request of May 11 
for a report on H. R. 5891, a bill to amend the act of July 31, 1947 (61 Stat. 681), 
and the mining laws to provide for multiple use of the surface of the same tracts 
of the public lands and for other purposes. 

We strongly recommend early enactment of this bill with one clarifying amend- 
ment as subsequently descri 
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H. R. 5891 is identical to 8. 1713, H. R. 5561, 5563, 5572, 5595, 5742, and almost 
identical to H. R. 5577. 


This bill would apply to all lands of the United States subject to the general 
mining laws. Its major provisions are: 

(1) Common varieties of sand, stone, gravel, pumice, pumicite, and cinders 
would be removed from the purview of the United States mining laws and made 
subject to disposal only under the provisions of the Materials Act of July 31, 1947 
(61 Stat. 681), by the Secretary of Agriculture for lands under his jurisdiction 
and by the Secretary of the Interior for other public lands of the United States. 
This part of the bill is similar to H. R. 230, which was reported by your committee 
earlier this session and which has passed the House. 

(2) Mining claims located after enactment of the bill could not, prior to patent, 
be used for other than mining purposes without authorization from the United 
States, and such locations would be subject to the right of the United States to 
manage and dispose of the vegetative surface resources, to manage other surface 
resources thereof (except minerals subject to the mining laws), and to use so much 
of the surface as necessary for such purposes or for access to adjacent land; 
provided that any use of the surface by the United States, its permittees or 
licensees, could not endanger or materially interfere with mining uses. Mining 
claimants could not use surface resources subject to management and disposal by 
the United States except to the extent required for mining purposes, and any 
timber cut for such purposes, except for clearance, must be in accordance with 
sound principles of forest management. 

(3) Under a procedure similar to that provided in Public Law 585 of the 83d 
Congress, the Secretary of the Interior shall, at the request of the Federal depart- 
ment having the responsibility for administering the surface of lands of the United 
States, initiate action for a determination of surface rights as to a given area. 
Under this procedure, a holder of a claim located prior to enactment of this bill 
could assert and establish his rights in the lands covered by his claim, and such 
claim would be unaffected by the proceeding. If such a claimant fails to establish 
his rights, or fails to assert his rights, or if he voluntarily waives his rights to the 
surface, he will be in the same position as a holder of a claim located after enact- 
ment of this bill. The procedure does not affect the right of a claimant to apply 
for patent, and if patent is granted he would acquire the same title as he would 
under the existing law. 

We believe this bill, if enacted, would go far toward correcting some of the very 
difficult problems confronting this Department in its administration of those 
national forests and title II] Bankhead-Jones lands subject to the general mining 
laws of the United States. We also believe that for the first time an area of agree- 
ment has been reached on this problem between the administrators of public lands 
under the jurisdiction of both the Departments of Interior and Agriculture, repre- 
sentatives of the mining industry, and conservation groups. 

The Department of Agriculture desires to encourage lesttionate prospecting, 
and effective utilization and development of mineral resources of the national 
forests and title III lands. We would not favor legislation which would interfere 
with such development of minerals nor work hardship on the bona fide prospector 
orminer. We also recognize that the mining industry does not condone the use 
of mining claims on the public lands for other than mining purposes. 

Jowever, on the national forests the mining laws are sometimes used <o obtain 
claim or title to valuable timber, s' mmer home sites, or lands blocking access to 
Government timber and to water needed in the grazing use of the national forests. 

As of January 1, 1952, there were 36,600 mining patents on the national forests, 
covering 918,500 acres. Only about 15 percent of these mining patents have been 
or are commercially successful! mines. As of the same date, there were approxi- 
mately 84,000 claims, covering 2.2 million acres. Only 2 percent of these claims 
were producing minerals in commercial quantities and probably not more than 
40 percent could be considered valid under the requirements of the mining laws. 
Yet, on these national forest claims, there was tied up over 8 billion feet of com- 
mercial sawtimber, valued at about $100 million which the Government could not 
sell without consent of the claimant. In other words, national forest timber 
exceeding in quantity and value that cut from all national forests in any one year 
is tied up on mining claims and cannot be sold by the Government. The two 
tables attached to this report supply these basic statistics by States. 

The effect of this situation is increased costs of administration, obstruction of 
orderly management and the competitive sole of timber, and obtaining high-value, 
publicly owned surface resources by a few individuals at nominal cost. 

In the last 3 years there has been a tremendous increase in the number of mining 
claims on the national forests, principally as the result of prospecting for uranium 
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and other fissionable materials. For example as of January 1, 1955, it is estimated 
that there were 166,000 claims on the national forests, covering nearly 4 million 
acres, or about a 100-percent increase in the past 3 years. At the rate claims are 
currently being filed, we estimate that by the end of this calendar year there will 
be about 225,000 mining claims on the national forests. It is also estimated 
conservatively that there are now over 10 billion board-feet of timber tied up on 
national forest mining claims, having a current stumpage value of $112 million, 

Following is an estimate of the number of claims and included acreage by States 
in the national forests as of January 1, 1955. 
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The number of claims is “snowballing’”’ so fast that the situation on the national 
forests is rapidly getting out of hand. The above summary, for example, shows 
that there are nearly 7 times as many mining claims in Arizona as 3 years ago, 
and nearly 4 times as many in New Mexico and Utah. The increase has been 
large in other States, too. Equitable corrective action as would be provided by 
H. R. 5891 is urgently needed. It is needed quickly because new claims are being 
filed at the rate of about 5,000 per month. 

We suggest the following be added after the word “except” in line 21, page 3 of 
H. R. 5891: “that revenues from the lands described in the Act of August 28, 
1937 (50 Stat. 874), and the Act of June 24, 1954 (68 Stat. 270), shall be disposed 
of in accordance with the provisions of said Acts, and except”. 

The above amendment would make it clear that revenues from O. and C. lands 
under the administration of the Department of the Interior and lands admin- 
istered by the Department of Agriculture under the 1954 act will be placed in the 
O, and C. fund. 

To effectively implement the provisions of H. R. 5891, particularly those of 
section 5, it is estimated that about $750,000 to $1 million would be needed 
annually by this Department for roughly a 10-year period, after which costs would 
drop to a relatively small amount. After claims located prior to enactment of 
the bill had been processed in accord with section 5, costs relating to this bill 
would be limited largely to costs of issuing permits for disposal of materials under 
the Materials Act. Such costs would be offset in whole or in part by revenues 
from such permits. 

In summary, this Department recommends enactment of H. R. 5891 since it 
will to much to solve the serious problems presented by mining claims in the 
management of public lands and resources. It will correct deficiencies in the 
mining laws and prevent many of the abuses by other than bona fide miners, but 
it will not obstruct or interfere with bona fide mineral prospecting, mining, and 
development. The Department is anxious to see these measures taken and 
strongly endorses this bill. However, H. R. 5891 does not include all of the 
changes in the mining laws which would be desirable from a good public land 
management standpoint and some problems would remain with respect to mining 
on the national forests and title III lands that this bill would not correct. 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this report. 

Sincerely yours, 
True D. Morse, Acting Secretary. 
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Estimated number of unpatented mining claims on the national forests (as of Jan. 1, 
1952) 
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Patented mining claims on the national forests (as of Jan. 1, 1952) 
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Total.......-| 36,560 | 918, 526 | 





CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Section 1 or tHe Act or Jury 31, 1947 (61 Srar. 681) 


[CThat the Secretary of the Interior, under such rules and regulations as he may 
prescribe, may dispose of materials including but not limited to sand, stone, 
gravel, yucca, manzanita, mesquite, cactus, common clay, and timber or other 
forest products, on public lands of the United States if the disposal of such mate- 
rials (1) is not otherwise expressly authorized by law, including the United States 
mining laws, (2) is not expressly prohibited by laws of the United States, and 
(3) would not be detrimental to the public interest. Such materials may be dis- 
posed of only in accordance withthe provisions’of this Act and upon the payment 
of adequate compensation therefor, to be determined by the Secretary: Provided, 
however, That, to the extent not otherwise authorized by law, the Secretary is 
authorized in his discretion to permit any Federal, State, or Territorial agency, 
unit or subdivision, including municipalities, or any person, or any association 
or corporation not organized for profit, to take and remove, without charge, 
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materials and resources subject to this Act, for use other than for commercial or 
industrial purposes or resale. Where the lands have been withdrawn in aid of a 
function of a Federal department or agency other than the Department of the 
Interior or of a State, Territory, county, municipality, water district, or other local 
governmental subdivision or agency, the Secretary of the Interior may make 
disposals under this Act only with the consent of such Federal department or 
agency or of such State, Territory, or local governmental unit. Nothing in this 
Act shall be construed to apply to lands in any national forest, national park, or 
national monument or to any Indian lands, or lands set aside or held for the use 
or benefit of Indians, including lands over which jurisdiction has been transferred 
to the Department of the Interior by Executive order for the use of Indians.} 

The Secretary, under such rules and requlations as he may prescribe, may dispose of 
mineral materials (including but not limited to, sand, stone, gravel, yumice, pumicite, 
cinders and clay) and vegetative materials (including but not limited to yucca, manza- 
nita, mesquile, cactus, and timber or other forest products) on public lands of the 
United Siaies, if the disposal of such mineral or vegetative materials (1) is not otherwise 
expressly auilorized by law, including the United States mining laws, and (2) is not 
expressly prohibited by laws of the United States, and (8) would not be detrimental to 
the public interest. Such materials may be disposed of only in accordance with the 
provisions of this Act and upon the payment of adequate compensation therefor, to be 
determined by the Secretary: Provided, however, That, to the extent not otherwise 
authorized by law, the Secretary is authorized in his discretion to permit any Federal, 
State, or Territorial agency, unit or subdivision, including municipalities, or any 
person, or any association or corporation not organized for profil, to take and remove, 
without charge, materials and resources subject to this Act, for use other than for 
commercial or industrial purposes or resale. Where the lands have been withdrawn in 
aid of a function of a Federal department or agency other than the Depariment headed 
by the Secretary or of a State, Territory, county, municipality, water district, or other 
local governmental subdivision or agency, the Secretary may make disposals under 
this Act only with the consent of such other Federal department or agency or of such 
State, Territory, or local governmental unit. Nothing in this Act shall be construed 
to apply to lands in any national park, or national monument or to any Indian lands, 
or lands set aside or held for the use or benefit of Indians, including lands over which 
jurisdiction has been transferred to the Department of the Interior by Executive order 
for the use of Indians. As used in this Act, the word ‘‘Secretary’’ means the Secretary 
of the Interior except that it means the Secretary of Agriculture where the lands 
tnvolved are administered. by him for nalional forest purposes or for the purposes of 
title III of the Bankhead-Jones Farm Tenant Act or where withdrawn for the purpose 
of any other function of the Department of Agriculture. i 


Section 3 or THE Act or Jury 31, 1947 (61 Srar. 681), Aas AMENDED By THE AcT 
or Avaust 31, 1950 (64 Srar. 571) 


[Sec. 3. All moneys received from the disposal of materials under this Act 
shall be disposed of in the same manner as moneys received from the sale of public 
lands, except that moneys received from the disposal of materials from school 
section lands in Alaska, reserved under section 1 of the Act of March 4, 1915 (38 
Stat. 1214; 48 U. S. C., sec. 353), shall be set apart as separate and permanent 
funds in the Territorial Treasury as provided for income derived from said school 
section lands pursuant to said Act.J 

All moneys received from the disposal of materials under this Act shall be disposed 
of in the same manner as moneys received from the sale of public lands, except that 
moneys received from the disposal of materials by the Secretary of Agriculture shall be 
disposed of in the same manner as other moneys received by the Department of Agri- 
culture from the administration of the lands from which the disposal of materials 18 
made, and except that moneys received from the disposal of materials from school 
section lands in Alaska, reserved under section 1 of the Act of March 4. 1915 (38 
Stat. 1214), shall be set apart as separate and permanent funds in the Territorial 
pone as provided for income derived from said school section lands pursuant to 
said Act. 


Although not specifically required by clause 3 of rule XIII of the 
Rules of the House of Representatives, the committee sets forth below 
for information changes in existing law made by the bill, as reported 
(existing law proposed to be omitted is enclosed in black brackets, new 
matter is printed in italics, existing law in which no change in pro- 
posed is shown in roman): 
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Section 1 or tHe Act or Jury 31, 1947 (61 Star. 681) 


[That the Secretary of the Interior, under such rules and regulations as he may 
prescribe, may dispose of materials including but not limited to sand, stone, 
gravel, yucca, manzanita, mesquite, cactus, common clay, and timber or other 
forest products, on public lands of the United States if the disposal of such mate- 
rials (1) is not otherwise expressly authorized by law, including the United States 
mining laws, (2) is not expressly prohibited by laws of the United States, and 
(3) would not be detrimental to the public interest. Such materials may be dis- 
posed of only in accordance with the provisions of this Act and upon the pay- 
ment of adequate compensation therefor, to be determined by the Secretary: 
Provided, however, That, to the extent not otherwise authorized by law, the Secre- 
tary is authorized in his discretion to permit any Federal, Statc, or Territorial 
agency, unit or subdivision, including municipalities, or any person, or any associa- 
tion or corporation not organized for profit, to take and remove, without charge, 
materials and resources subject to this Act, for use other than for commercial or 
industrial purposes or resale. Where the lands have been withdrawn in aid of a 
function of a Feceral department or agency other than the Department of the 
Interior or of a State, Territory, county, municipality, water district, or other 
local governmental subdivision or agency, the Secretary of the Interior may make 
disposals under this Act only with the consent of such Federal department or 
agency or of such State, Territory, or local governmental unit. Nothing in this 
Act shall be construed to apply to lands in any national forest, national park, or 
national monument or to any Indian lands, or lands set aside or held for the use 
or benefit of Indians, including lands over which jurisdiction has been transferred 
to the Department of the Interior by Executive order for the use of Indians] 
The Secretary, under such rules and regulations as he may prescribe, may dispose of 
mineral materials (including but not limited to, sand, stone, gravel, pumice, pumicite, 
cinders and clay) and vegetative materials (including but not limited to yucca, man- 
zanita, mesquite, cactus, and timber or other forest products) on public lands cf the 
United States, including for the purposes of this Act land described in the Acts of 
August 28, 1937 (50 Stat. 874), and of June 24, 1954 (68 Stat. 270), if the disposal 
of such mineral or vegetative materials (1) is not otherwise expressly authorized by 
law, including the United States mining laws, and (2) is not expressly prohibited by 
laws of the United States, and (3) would not be detrimental to the public interest. 
Such materials may be disposed of only in accordance with the provisions of this 
Act and upon the payment of adequate compensation therefor, to be determined by the 
Secretary: Provided, however. That, to the extent not otherwise authorized by law, the 
Secretary is authorized in his discretion to permit any Federal, State, or Territorial 
agency, unit or subdivision, including municipalities, or any person, or any associa- 
tion or corporation not organized for profit, to take and remove, without charge, mate- 
rials and resources subject to this Act, for use other than for commercial or industrial 
purposes or resale. Where the lands have been withdrawn in aid of a function of a 
Federal department or agency other than the Department headed by the Secretary or of 
a State, Territory, county, municipality, water district, or other local governmental 
subdivision or agency, the Secretary may make disposals under this Act only with 
the consent of such other Federal department or agency or of such State, Territory, 
or local governmental unit. Nothing in this Act shall be construed to apply to lands 
in any national park, or national monument or to any Indian lands, or lands set 
aside or held for the use or benefit of Indians, including lands over which jurisdiction 
has been transferred to the Department of the Interior by Execulive order for the use 
of Indians. As used in this Act, the word “Secretary’’ means the Secretary of the 
Interior except that it means the Secretary of Agriculture where the lands involved are 
administered by him for national forest purposes or for the purposes of title III of the 
Bankhead-Jones Farm Tenant Act or where withdrawn for the purpose of any other 
function of the Department of Agriculture: Provided, That, notwithstanding any other 
provisions of law, such leases or permits may be issued for lands administered for 
national park, monument, and wildlife purposes only when the President, by Executive 
pins finds and declares that such action is necessary in the interests of national 
efense. 
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Section 3 or tae Act or Juty 31, 1947 (61 Strat. 681), as AMENDED BY THE 
Act or Aveust 31, 1950 (64 Strat. 571) 


[Sec. 3. All moneys received from the disposal of materials under this Act 
shall be disposed of in the same manner as moneys received from the sale of pub- 
lic lands, except that moneys received from the disposal of materials from school 
section lands in Alaska, reserved under section 1 of the Act of March 4, 1915 
(38 Stat. 1214; 48 U.S. C., sec. 353), shall be set apart as separate and permanent 
funds in the Territorial Treasury as provided for income derived from said school 
section lands pursuant to said Act.] All moneys received from the disposal of 
materials under this Act shall be disposed of in the same manner as moneys received 
from the sale of public lands, except that moneys received from the disposal of mate- 
rials by the Secretary of Agriculture shall be disposed of in the same manner as other 
moneys received by the Depariment of Agriculture from the administration of the 
lands from which the disposal of materials is made, and except that revenues from the 
lands described in the Act of August 28, 1937 (50 Stat. 874) and the Act of June 24, 
1954 (68 Stat. 270) shall be disposed of in accordance with said Acts and except 
that moneys received from the disposal of materials from school section lands in 
Alaska, reserved under section 1 of the Act of March 4, 1915 (38 Stat. 1214), shall 
be set apart as separate and permanent funds in the Territorial treasury, as provided 
Jor income derived from said school section lands pursuant to said Act. 
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DEPARTMENT OF THE INTERIOR AND RELATED 
AGENCIES APPROPRIATION BILL, 1956 





June 6, 1955.—Ordered to be printed 





Mr. Kirwan, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 5085} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5085) 
making appropriations for the Department of the Interior and related 
agencies for the fiscal year ending June 30, 1956, and for other pur- 
poses, having met, after full and free conference, have agreed to recom- 
mend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 27 and 37. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 4, 5, 7, 9, 10, 16, 20, 23, 28, 29, 30, 31, 32, 
33, 35, 41, 42, 44, 45, 49, and 50, and agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 2, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $13,450,000; 
and the Senate agree to the same. 


Amendment numbered 3: 

That the House recede from its disagreement to the amendment 
of the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $41,764,998: 
and the Senate agree to the same. 
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Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $26,635,000; 
and the Senate agree to the same. 


Amendment numbered 13: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,350,000; 
and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,425,000; 
and the Senate agree to the same. 


Amendment numbered 19: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,728,500; 
and the Senate agree to the same. 


Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,609,500; 
and the Senate agree to the same. 


Amendment numbered 25: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 

_ In lieu of the matter stricken out and inserted by said amendment 
insert: 

For an additional amount for expenses necessary for carrying out the 
provisions of the Act of August 24, 1949, as amended (48 U.S. C. 
486-4867), to remain available until June 30, 1959, $3,000,000, of which 
not to exceed $525,000 shall be available for administrative expenses: 
Provided, That funds previously appropriated under this head shall 
remain available until June 30, 1959. 

And the Senate agree to the same, 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,300,000; 
and the Senate agree to the same. 
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Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $35,511,500; 
and the Senate agree to the same. 


Amendment numbered 40: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 40, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,735,000; 
and the Senate agree to the same. 


Amendment numbered 43: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 43, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,272,500; 
and the Senate agree to the same. 


Amendment numbered 48: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 48, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert: $11,337,129; 
and the Senate agree to the same. 


Amendment numbered 51: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 51, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: Provided, That the Smithsonian Institution is authorized with- 
out regard to section 505 of the Classification Act of 1949, to place two 
positions in GS-18, two positions in GS-17, and one additional position 
an GS-16 of the General Schedule established by said Act; and the 
Senate agree to the same. 


Amendment numbered 52: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 52, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert: Unless otherwise provided by law, appropriations; and the 
Senate agree to the same. 
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The committee of conference report in disagreement amendments 
numbered 6, 8, 11, 14, 15, 18, 21, 24, 34, 36, 38, 46, and 47. 
Micnaet J. Kirwan, 
W. F. Norrett, 
Atrrep D. Sremrnsk1, 
Don MAGNUSON, 
CLARENCE CANNON, 
Ben F. JENnsEN, 
Ivor D, Fenton, 
Managers on the Part of the House. 


Cart Haypen, 
Dennis CHAVEZ, 
Hariey M. Kiicors, 
Warren G. MaGnuson, 
Spessarp L. Houuanp, 
Earte C. CLEeMENTs, 
Ricwarp B. Russenu, 
Karu E. Munprt, 
Mitton R. Young, 
Wituiam F. Know.anp, 
Epwarp J. Tuys, 
Henry C. Dworsnak, 
Everett M. Dirksen, 
Managers on the Part of the Senate; 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 5085) making appropriations for the Department of 
the Interior and related agencies for the fiscal year ending June 30, 
1956, and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon and recommended 
in er accompanying conference report as to each of such amendments, 
namely: 


TITLE I—DEPARTMENT OF THE INTERIOR 


OrFrics OF THE SECRETARY 
OFFICE OF MINERALS AND MOBILIZATION 


Amendment No. 1: Appropriates $225,000 as proposed by the 
Senate instead of $250,000 as proposed by the House. 


Bureau or LAND MANAGEMENT 
MANAGEMENT OF LANDS AND RESOURCES 


Amendment No. 2: Appropriates $13,450,000 instead of $13,400,000 
as proposed by the House and $13,500,000 as proposed by the Senate. 


Bureau or INDIAN AFFAIRS 
EDUCATION WELFARE SERVICES 


Amendment No. 3: Appropriates $41,764,995 instead of $41,675,000 
as proposed by the House and $41,864,995 as proposed by the Senate. 
A total of $400,000 has been provided for the item “Maintaining law 
and order”, 

RESOURCES MANAGEMENT 


Amendment No. 4: Appropriates $12,432,000 as proposed by the 
Senate instead of $12,332,000 as proposed by the House. 


CONSTRUCTION 


Amendment No. 5: Appropriates $7,979,003 as proposed by the 
Senate instead of $2,847,356 as proposed by the House. 

Amendment No. 6: Reported in disagreement. 

Amendment No. 7: Increases the number of acres of land to be pur- 
chased within the Klamath Indian reservation from 8 acres as 
proposed by the House to 15 acres as proposed by the Senate. 
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ADMINISTRATIVE PROVISIONS 


Amendment No. 8: Reported in disagreement. 


TRIBAL FUNDS 


Amendment No. 9: Makes available from tribal funds $3,100,000 as 
proposed by the Senate instead of $3,200,000 as proposed by the House. 

Amendment No. 10: Strikes out House language relating to com- 
pensation for attorneys. 

Amendment No. 11: Reported in disagreement. 


GEOLOGICAL SURVEY 
SURVEYS, INVESTIGATIONS AND RESEARCH 


Amendment No. 12: Appropriates $26,635,000 instead of $26,- 
pon. as proposed by the House and $26,985,000 as proposed by the 

enate. 

Amendment No. 13: Makes available $4,350,000 for the State coop- 
eration program for water resources investigations instead of $4,- 
000,000 as proposed by the House and $4,700,000 as proposed by the 
Senate. 

Bureau or Mines 


CONSERVATION AND DEVELOPMENT OF MINERAL RESOURCES 


Amendment No. 14: Reported in disagreement. 
Amendment No. 15: Reported in disagreement. 


NATIONAL Park SERVICE 


MANAGEMENT AND PROTECTION 


Amendment No. 16: Appropriates $9,825,000 as proposed by the 
Senate instead of $9,800,000 as proposed by the House. 


CONSTRUCTION 


Amendment No. 17: Appropriates $5,425,000 instead of $3,725,000 
as proposed by the House and $5,776,400 as proposed by the Senate. 
The additional projects and the reprograming of funds under this 
heading as set forth in the Senate report are approved by the conferees 
of both Houses. 

Amendment No. 18: Reported in disagreement. The motion will 
provide language requiring full and final payment to the sculptor on 
the new figure for the victory monument at Yorktown, Va. It is the 
desire of the conferees that the Park Service accept delivery of the 
figure, upon completion, at its present location and that everything 
possible be done to expedite final settlement in conformance with the 
provisions of the bill language. 


CONSTRUCTION (LIQUIDATION OF CONTRACT AUTHORIZATION) 


The conferees on the part of both Houses are in agreement that the 
Park Service should not enter into any obligations for the construc- 
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tion of Fort Drive, Route FD1A, MacArthur Boulevard to Nebraska ~ 


Avenue, grading and other work, 1.1 miles, R-206; Nebraska Avenue 
overpass, R-210. The conferees of both Houses are also in agreement 
that the funds programed for the George Washington Memorial Park- 
way: grading and draining, District of Columbia city line to Cabin 
John, 3 miles, R-11 (portion) may be obligated as proposed in the 
budget but that the maximum possible protection shall be provided 
to maintain the C. & O. Canal and the lands bordering it in their nat- 
ural state. ' 
Fish aND WiLp.Lire SERVICE 


MANAGEMENT OF RESOURCES 


Amendment No. 19: Appropriates $6,728,500 instead of $6,650,000 
as proposed by the House and $6,753,500 as proposed by the Senate. 
The conferees on the part of both Houses are in agreement that within 
the funds provided $5,000 is to be used for operation of the Frankfort 
Fish Cultural Station at 100 percent capacity, and $20,000 is to be 
used for the propagation of fresh-water mussels. 


INVESTIGATIONS OF RESOURCES 


Amendment No. 20: Appropriates $4,187,000 as proposed by the 
Senate instead of $3,977,000 as proposed by the House. 


CONSTRUCTION 


Amendment No. 21: Reported in disagreement. The managers on 
the part of the House will move to insert language proposed by the 
Senate providing for the continuation of construction of the Devil’s 
Kitchen Dam in the Crab Orchard Wildlife Refuge, Ill. This action, 
agreed to in conference, will be taken with the understanding that the 
sale of water from this completed project to municipalities and indus- 
= will result in a substantial return to the Treasury of the United 

tates. 

Funds available from the prior-year appropriations shall be avail- 
able for the projects listed in the Senate report. 


Orrice oF TERRITORIES 


ADMINISTRATION OF TERRITORIES 


Amendment No. 22: Appropriates $2,609,500 instead of $2,600,000 
as proposed by the House and $2,619,000 as proposed by the Senate. 


TRUST TERRITORY OF THE PACIFIC ISLANDS 


Amendment No. 23: Appropriates $4,500,000 as proposed by the 
Senate instead of $4,000,000 as proposed by the House. 

Amendment No. 24: Reported in disagreement. The motion will 
be to insert language to establish for the fiscal year 1956 a revolvi 
fund for loans. This is a temporary expedient in the absence o 
organic legislation. Such legislation is urgently needed for guidance 
of the appropriations committees in considering proposed programs 
for this critical area. 
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ALASKA PUBLIC WORKS 








Amendment No. 25: Eliminates House language making available 
only those funds previously appropriated and appropriates $3,000,000 
instead of $5,000,000 as proposed in the Senate Si apg 

The conferees of both Houses are concerned about the large unob- 
ligated balances being carried over each year in a number of the De- 
partment’s construction programs. More realistic estimates and a 
general tightening of fiscal controls on such programs will be expected 
in the future. 


CONSTRUCTION OF ROADS, ALASKA 


Amendment No. 26: Appropriates $6,300,000 instead of $4,800,000 
as proposed by the House and $7,800,000 as proposed by the Senate. 


ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


SALARIES AND EXPENSES 











Amendment No. 27: Appropriates $2,065,000 as proposed by the 
House instead of $2,081,000 as proposed by the Senate. 

















GENERAL Provisions, DEPARTMENT OF THE INTERIOR 


Amendments Nos. 28, 29, 30, 31, 32 and 33: Make technical cor- 
rections in language. 

Amendment No. 34: Reported in disagreement. 

Amendment No. 35: Corrects reference to title. 

Amendment No. 36: Reported in disagreement. 

Amendment No. 37: Strikes out language relating to vehicles pro- 
posed by the Senate. The managers on the part of the House feel 
that the House should consider such language if it is later proposed 
and opportunity is provided to explore the need for it. 


TITLE II—RELATED AGENCIES 


DEPARTMENT OF AGRICULTURB 









Amendment No. 38: Reported in disagreement. 


FOREST SERVICE—SALARIES AND EXPENSES 
NATIONAL FOREST PROTECTION 


Amendment No. 39: Appropriates $35,511,500 instead of $32,411,500 
as proposed by the House and $37,111,500 as proposed by the Senate. 


AND MANAGEMENT 











CONTROL OF FOREST PESTS 


Amendment No. 40: Appropriates $2,735,000 for control of white 
pine blister rust instead of $2,570,000 as proposed by the House and 
$3,000,000 as proposed by the Senate. 

Amendment No. 41: Appropriates $3,537,500 for carrying out the 
Forest Pest Control Act as proposed by the Senate instead of $2,367,500 
as proposed by the House. 
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Amendment No. 42: Earmarks $3,137,500 as proposed by the 
Senate instead of $1,967,500 as proposed by the House for apportion- 
ment for use pursuant to Section 3679 of the Revised Statutes. 

Amendment No. 43: Changes figure to reflect the correct total for 
funds appropriated under the “Control of forest pests” heading. 


FOREST RESEARCH 


Amendment No. 44: Appropriates $7,754,000 as proposed by the 
Senate instead of $7,254,000 as proposed by the House. 


ACQUISITION OF LANDS FOR NATIONAL FORESTS 


Amendment No. 45: Inserts heading. 
Amendment No. 46: Reported in disagreement. 
Amendment No. 47: Reported in disagreement. 


STATE AND PRIVATE FORESTRY COOPERATION 


Amendment No. 48: Appropriates $11,337,129 instead of $10,683,690 
as proposed by the House and $12,983,690 as proposed by the Senate. 


COOPERATIVE RANGE IMPROVEMENTS 


Amendment No. 49: Deletes subheading. 
Amendment No. 50: Appropriates $700,000 as proposed by the 
Senate instead of $400,000 proposed by the House. 


SMITHSONIAN INSTITUTION 


Amendment No. 51: Strikes language proposed by the House and 
inserts language proposed by the Senate amended to provide specific 
grades for five supergrade positions. 


TITLE IV—GENERAL PROVISIONS 


Amendment No. 52: Inserts language proposed by the Senate 
amended to provide a technical correction. 
Micwaeu J. Krrwan, 
W. F. Norrett, 
Aurrep D. SremInskI, 
Don Maanuson, 
CLARENCE CANNON, 
Ben F. JENSEN, 
Ivor D. Fenton, 
Managers on the Part of the House. 
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CONSIDERATION OF H. R. 4663 





June 7, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 


REPORT 


{To accompany H. Res. 263) 


The Committee on Rules, having had under consideration House 
Resolution 263, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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SHIPMENT BY MAIL OF LIVE SCORPIONS 





June 7, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Morrison, from the Committee on Post Office and Civil Service, 
submitted the following 


REPORT 


[To accompany 8S. 35] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 35) to permit the transportation in the mails of 
live scorpions, having considered the same, = ya favorably thereon 


with amendments and recommend that the b 

The amendments are as follows: 

S. 35 as passed by the Senate is amended by striking out all after 
the enacting clause and inserting in lieu thereof the language shown 
in italic in the bill as reported. 

The title is amended to read: 


A bill to provide for the transmission in the mails of live scorpions, 


as amended, do pass. 


STATEMENT 


The purpose of this legislation is to aid in medical research and the 
manufacture of antivenin by permitting the transmission of live scor- 
pions through the mails provided that they are properly packaged to 
protect postal employees and the public from theis dangerous sting. 
Medical research laboratories and manufacturers of serum have, since 
1946, requested authority for the mailing of live scorpions so as to 
overcome the excessive cost and great difficulty of collecting and 
transporting them. 

The Post Office Department has concluded that packaging standards 
can be developed which will afford ample protection to all concerned 
so has removed its objections to the passage of this act. The postal 
employee groups also indicated their approval of this legislation. 

The Poisonous Animals Research Laboratory at the Arizona State 
College in Tempe has been making antivenin and doing extensive re- 
bei work for a number of years with live scorpions as subjects. 
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SHIPMENT BY MAIL OF LIVE SCORPIONS 


The approximate 10,000 scorpions required annually both for the 
roduction of serum and for use in research work cannot be obtained 
ocally but must be gathered by individuals scattered over a wide area. 
It is also not practical to raise them in a laboratory, since a 5-year 
growth is required before they are large enough to “milk” and the cost 
of providing a natural habitat and live insects for food for such a long 
period of time would make the price of the serum prohibitive and the 
use of scorpions for research out of the question. 

Scorpion antivenin manufactured in other parts of the world is not 
usable in the southern United States, since the reaction is ‘species 
specific.” That is, an antivenin from a species living in one area of 
the world is not thereapeutically effective against the lethal sting of 
a, different species living in another geographic area. 

Scorpions are found in most of the Southern States but are most 
plentiful in the arid regions of the Southwest. However, collecting a 
quantity of live specimens from their natural habitat is difficult due 
to the great distances involved. It is not feasible to employ special 
collectors. Transportation by express is costly and frequently. im- 
possible because express agents are not located in many of the smaller 
communities where scorpions are most abundant. 


IDENTIFICATION OF SHIPMENTS 


The committee recommends that the regulations of the Postmaster 
General provide for distinct and readily recognizable wrapping, labels, 
or tags for all shipments: of Jive scorpions so that postal employees 
and the general public may be made conscious of the contents, 


EXPLANATION OF AMENDMENTS 


An analysis of the language of the bill as passed by the Senate 
indicated that its interpretation would defeat the purpose for which 
the bill was intended. The language has been rewritten so as to make 
clear the purpose and intent of the bill and to provide a restriction 
against the transmission of live scorpions in passenger-carrying aircraft. 

The words “‘is authorized and directed”’ have been substituted for 
the word “shall’’ in the first sentence. This is a technical amend- 
ment designed to more clearly express the intent of Congress and to 
bring the.language more in conformity with that of section 1716 of 
title 18 of the United States Code which is being amended. 
~The bill as passed by the Senate restricts the transmission of live 
scorpions through the mail to instances where they are being used 
for medical research purposes only. The new language extends this 
authority to instances where the live scorpions are also to be used for 
the manufacture of antivenin. 

S. 35 as passed by the Senate restricts the issuance of regulations 
by the Postmaster General to the packaging of the live scorpions. 

e amendment authorizes the Postmaster General to issue regula- 
tions on all phases of the transmission of live scorpions through the 
mail with special emphasis on the packaging. 

As passed by the Senate the language of S. 35 provides for no pro- 
tection for the general public. The amended language provides for 
the protection of the Post Office Department personnel, the general 
public, and of any individual connected with research and manufacture. 
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’ The language in the last sentence of the amendment excludes the - 


authority to ship live scorpions by means of aircraft engaged in the 
carrying of passengers for compensation or hire. This exclusion was 
requested by the commercial airlines. The language contained in 
the amendment has been cleared with the Civil Aeronautics Board. 

The title to the bill is amended to bring it into conformity with 
the new language. 

In view of the worthwhile purpose which this legislation is designed 
to aid and inasmuch as assurances have been given that the possibility 
of danger to postal employees and the public can be kept at a very 
minimum, the committee recommends that bill S. 35 as amended 
be passed. 

e letter of the Postmaster General in support of this legislation 
follows: 


OFFICE OF THE PosTMASTER GENERAL, 
Washington, D. C., March 8, 1955, 
Hon.’ Tom Murray, 


Chairman, Committee on Post Office and Civil Service, 
House of Representatives, 

Dear Mr. Cuarrman: Reference is made to your request for a report on H. R. 
1605, a bill to permit shipment by mail of live scorpions to be used for medical 
research purposes. 

The purpose of this measure is to amend section 1716 of title 18, United States 
Code, to direct the Postmaster General to permit the transmission of live scorpions 
in the mails under such regulations as he may prescribe. The scorpions would 
be used for medical research. 

This Department has made a careful study of this matter. Although scorpions 
are highly dangerous because of their poisonous sting, it has been concluded that 
ee standards can be devised to minimize the possibility of postal employees 

ing stung by the insects while they are in the mails. 

In view of the worthy purpose for which it is proposed to permit the mailing 
of live scorpions, and the further fact that employee groups have indicated they 
favor enactment of this legislation, the Post Office Department will interpose 
no objections to the enactment of H. R. 1605. 

It is not believed that the enactment of this legislation will result in any addi- 
tional cost to this Department. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to the committee, 

Sincerely yours, 
Artuur E. ScuMMERFIELD, 
Postmaster General, 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


TITLE 18—UNITED STATES CODE 


SECTION 1716. INJURIOUS ARTICLES AS NONMAILABLE. 

All kinds of poison, and all articles and compositions containing poison, and all 

isonous animals, insects, reptiles, and all explosives, inflammable materials, 
infernal machines, and mechanical, chemical, or other devices or compositions 
which may ignite or explode, and all disease germs or scabs, and all other natural 
or artificial articles, compositions, or material which may kill or injure another, 
or injure the mails or other property, whether or not sealed as first-class matter, 
are nonmailable matter and shall not be conveyed in the mails or delivered from 
any post office or station thereof, nor by any letter carrier. 


6. Se 84 & ee ee Ee _—. ews £4. © 464547480" ._ 8 es oe 8 ee oe 














4 SHIPMENT BY MAIL OF LIVE SCORPIONS 


The Postmaster Genera] may permit the transmission in the mails, under such 
rules and regulations as he shall prescribe as to preparation and packing, of any 
such articles which are not outwardly or of their own force dangerous or injurious 
to life, health, or property. 

The Postmaster General shall permit the transmission in the mails of live scorpions 
to be used for medical research work under such regulations as he may prescribe with 
respect to the packaging of such scorpions as will give adequate protection to postal 
personnel and make for ease of handling by the research worker. 

The transmission in the mails of poisonous drugs and medicines may be limited 
by the Postmaster General to shipments of such articles from the manufacturer 
thereof or dealer therein to licensed physicians, surgeons, dentists, pharmacists 
druggists, cosmetologists, barbers, and veterinarians, under such rules and 
regulations as he shall prescribe. 

he transmission in the mails of poisons for scientific use, and which are not 
outwardly dangerous or of their own force dangerous or injurious to life, health, 
or property, may be limited by the Postmaster General to shipments of such 
articles between the manufacturers thereof, dealers therein, bona fide research or 
experimental scientific laboratories, and such other persons who are employees of 
the Federal, a State, or local government, whose official duties are comprised, in 
whole or in part, of the use of such poisons, and who are designated by the head 
of the agency in which they are employed to receive or send such articles, under 
such rules and regulations as the Postmaster General shall prescribe. 


O 
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AUTHORIZING SPECIAL CANCELING STAMP “PRAY FOR 
PEACE” 





June 7, 1955.-—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany H. R. 692] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 692) to authorize the Postmaster General to 
provide for the use in first- and second-class post offices of a special 
canceling stamp or postmarking die bearing the words “Pray for 
peace,” having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The bill, H. R. 692, amends section 2 of the act of May 11, 1922 
(39 U.S. C., sec. 368), so as to authorize the use of a special canceling 
stamp or postmarking die bearing the words “Pray for peace” at each 
first- and second-class post office. The bill also provides that the 
limitation in the present law against using postal funds or appro- 
priations for the cost of purchasing and installing canceling machine 
die hubs for imprinting special cancellations on mail matter would 
a apply to the special canceling stamp authorized under this legis- 
ation. 

The committee, in acting favorably on this bill, considered that the 
thing of most importance to the unsettled world of today is peace, and 
any action taken toward achieving it is worthwhile. It was felt that 
the use of cancellation stamps bearing the words “pray for peace” 
would encourage the great body of our people to do so, and to work 
actively toward its accomplishment. 

While the provisions of this bill are permissive, it is estimated that 
the cost to the Post Office Department in fully carrying out the 
provisions of this legislation would be about $250,000. 
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CHANGES IN EXISTING TAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Secrion 2 oF tHE Act or May lI, 1922 


[Sec. 2. That any permission granted under this Act is hereby revocable in 
the event the Government shall find it expedient or necessary to use special 
canceling stamps or postmarking dies for its own purposes. ] 

Sec. 2. (a) Any permission granted by the Postmaster General under the pn 
section of this Act shail be revocable in the event the Government shall find it expedient 
or necessary to use special canceling stamps or postmarking dies for its own. purposes. 

(b) The Postmaster General is authorized to provide for the use in each first- and 
second-class post office, of a special: canceling stamp or postmarking die bearing the 
words ‘“‘Pray for peace’’. 


Section 1 or THE Act or May 11, 1922 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Postmaster General be, and he is hereby, 
authorized, under‘such rules and regulations as he may prescribe, to grant per- 
mission for the use in first- and second-class post offices of special canceling 
stamps or postmarking dies for advertising purposes in the following cases only: 
First, where the event to be advertised is for some national purpose for which 
Congress has made an appropriation; second, where the event to be advertised 
is of general public interest and importance and is to endure for a definite period 
of time and is not to be conducted for private gain or profit: Provided, That 
such permit shall not be for a longer period than six months and the duration of 
the event to be advertised: Provided further, That [nothing in this Act] nothing 
tn this section shall be construed to authorize the expenditure of any postal funds 
or appropriation either for the purchase of special canceling stamps or post- 
marking dies or for adapting canceling machines for the use of such stamps or 
dies or for installing the same, but all expenses shall be prepaid by the permittee. 


O 
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CONSIDERATION OF H. R. 6227 





June 8, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Sura of Virginia, from the Committee on Rules, 
submitted the following 


REPORT 


(To accompany H. Res. 265] 
The Committee on Rules, having had under consideration House 


Resolution 265, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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PROVIDING FOR THE CONTINUED OPERATION OF 
CERTAIN SCHOOLS ON MILITARY INSTALLATIONS 





June 8, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Barven, from the Committee on Education and Labor, submitted 
the following 


REPORT 


[To accompany H. R. 3253] 


The Committee on Education and Labor, to whom was referred 
the bill (H. R. 3253) to amend section 6 of Public Law 874, 81st 
Congress, so as to provide for the continued operation of certain 
schools on Marine Corps installations, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 

The amendments are as follows: 

Strike out all after the enacting clause-and. insert in lieu thereof the 
following: 

That section 6 (a) of the Act of September 30, 1950 (Public Law 874, Eighty-first 
Congress), as amended, is amended by adding at the end thereof the following 
new sentence: ‘In any case where education is being provided under an arrange- 
ment made under this subsection for children residing on an Army, Navy (includ- 
ing the Marine Corps), or Air Force installation, it shall be presumed, for the 
purposes of this subsection, that no local educational agency is able to provide 
euitable free public education for the children residing on such installation, until 
the Commissioner and the Secretary of the military department concerned jointly 


determine, after consultation with the appropriate State educational agency, that 
& local educational agency is able to do so.” 


Amend the title so as to read: 


A bill to arnend section 6 of Public Law 874, so as to provide for the continued 
operation of certain schools on military installations. 

Section 6 (a) of Public Law 874, 81st Congress, as amended, provides 
that under certain circumstances, the United States Commissioner of 
Education shall make arrangements for the education of children who 
reside on Federal property. Insofar as this amendment is concerned 
he is authorized to make such arrangements if, in his opinion, no loc 
educational agency is able to provide these children with “suitable” 


55006 


ee ee ee 8 ee 


wh 642 © 48 eee 


ee ee ee 






































2 CONTINUE CERTAIN SCHOOLS ON MILITARY INSTALLATIONS 


education. .This bill, relates to.the interpretation of the word “‘suit- 
able” in section 6 (a). = est i rao 

Acting under Public Law 874, the Commissioner has authorized the 

ayment of Federal funds for the maintenance and operation of schools 
ocated on several military installations. One of these is the Marine 
Corps base at Quantico, Va., where an elementary school and a high 
school are operated on the post. Marine Corps personnel paid the 
operating cost of these schools from their private funds for many 
years. Federal funds were first made available about 1939. The 
schools provide education for, children who reside on the base while 
their parents, Marine Corps personnel on active duty, are stationed 
at Quantico. 

After an investigation, the Commissioner in early 1954 notified 
Marine Corps officials that Federal funds for the operation of the post 
high school would not. be available after the school year ending in 
June of 1954. This action was based on his decision that Prince 
William County’s newly erected Gar-Field High School could provide 
“suitable” free public education for students attending the post high 
school. Upon learning of this decision; your committee inquired into 
the matter. In the course of that inquiry, the Commissioner decided 
to continue the payment of Federal funds through the school year 
which began in the fall of 1954. In early 1955 he again notified 
Marine Corps officials that Federal funds would not be available for 
the post high school after the close of the current school year. 

Your committee convened 4 public hearing on the matter on Febru- 
ary 25, 1955. Testimony was obtained from the Commissioner and 
from Quantico marine officials. The committee learned that 119 
students are now enrolled in the post high school, with the estimated 
enrollment for the next school year being 154. However, 30 of the 
present 119 are seventh-grade pupils who will not be ready for high 
school next year; so sanranbenetile 124 would be transferred to the 
Gar-Field School next fall as a result of the Commissioner’s decision. 
In that connection, the following: excerpt from the hearing record 
indicates some of the effects of the Commissioner’s decision on those 
seventh-grade pupils who are a part of the Quantico post high school: 

Chairman BarpEeNn. Had you studied what will become of the seventh-grade 
students? Where will they be housed? Will they be housed in the same building 
that they are now or would they be transferred to the elementary school on 
the base? 

Dr. Browne vy. On that question Iam not sure. I would have to find out. 

Chairman BarpEn. Did any of your staff investigate that? 

Dr. Brownet. Colonel Dunn, have you discussed that with them? 

Mr. Dunn. No, sir. It was assumed that that was a matter for the determina- 
tion of the Quantico officials. 

Chairman BarpDEN. Do you mean you would go in and mix up an educational 
institution of that kind and leave the seventh-graders floating around for somebody 
else to look after and place in such places as they might think is right? 

Dr. Browne.t. No. The answer to that, Mr. Chairman, is that the Quantico 
officials would have the opportunity to organize their school as to what they, 
thought would be the best for the children, and, presumably, since they are now 
located in that building, they might find that that is the best place to keep them. 

Chairman BarpsEn. At the same time you might find that it is not the best:place: 

Dr. Browneuu. Yes. And they. would have that option of providing them 


the best education that they could there We would not try to dictate where 
they should be. 
Chairman BarpvENn. But since you are making the first move, does it not 
naturally follow that you have the first responsibility to answer that? } 
Dr. BRowNnELL. To some degree I suppose you can say that there is a respon- 
sibility. Our responsibility certainly is to find out for those who would be moved. 
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‘We have accepted the fact that the facilities for the seventh grade are satisfactory, 
and that they did not have facilities that were available for them elsewhere. 
So we had no intention of moving them from their present quarters. 

Chairman BarprEn. Did you investigate the quarters of the elementary school 
on the Quantico base? 


Dr. Browne tu. You mean in reference to whether they were planning to move 
the seventh-graders over there? 

Chairman BarpENn. That is right. 

Dr. Brownetu. No, we did not. 


Chairman BarpEen. You do not know whether there is room there or not 
for them? 


Dr. Brownett. No, I couldn’t give you that answer as to whether there is 
room for them. We know that there is room for them in their present quarters 
because the present quarters are not being disturbed. 

It was determined that this Gar-Field School has a capacity of 
475 to 500 pupils, and that its present enrollment is 340. Thus, 
with the transfer of the 124 Quantico students, this school would be 
close to its capacity in September 1955, assuming that in this rapidly 

owing community its own normal enrollment did not otherwise 
increase. It was also determined that plans are now underway for 
the erection of an additional 3,800 homes within the Gar-Field High 
School District, indicating a 1956 overtaxing of existing facilities, 
even without the 124 proposed transferees from Quantico. Ob- 
viously, when the Gar-Field Schoo! can no longer physically house 


the Quantico students, it will be necessary to reopen the Quantico 
post high school. And, after that probable lapse of 1 year’s time, 
the present Quantico teaching staff will have obtained employment 
elsewhere, and it will be necessary to recruit a new staff. 

Despite these considerations, the Commissioner told the committee 
he must deem local facilities suitable if they can house the Quantico 


students at the present moment. He feels that he cannot take a 
prospective look at the circumstances of this case. The committee 
does not believe that Congress intended such a narrow construction 
of this section. 

Marine Corps officials also called attention to several additional 
reasons why, in their view, local facilities are not suitable for the 
children residing on the base. The Quantico schools open earlier 
in the fall and close earlier in the summer than the local schools; 
this is designed to coincide with the usual marine training term at 
Quantico, since the parents of most of the children are ordered there 
for this training. Also, marines’ children, being transferred often, 
and attending many high schools during a 4-year course, require aa 
attention which can be given at the post high school, but cannot 
be expected at the Gar-Field School where teachers are not experienced 
in the special problems of students who make these frequent and 
irregular transfers. 

e committee also believes that the matter of transportation for 
the Quantico children should have been explored more fully before 
this decision on suitability was made. 

Chairman Barpren. How far are the present high-school quarters from the 
elementary-school quarters on the base? 

Dr. Browne. Colonel Dunn, can you give me that information? 

I do not have it. 

How far is the elementary school from the high school? Colonel Dunn, Mr. 
Chairman, is a member of the Office of Education, who is our representative in 
liaison with the various schools under 874 in this region. 

Chairman Barpen, He is on your staff? 

Dr, BrowNneE.L. He is on the Office of Education staff; yes, sir. 
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Chairman Barpen. How far is the elementary-school building at Quantico 
from the high-school building? 

Mr. Dunn. I do not have the precise miles and tenths. 

Dr. Browne tu. But it is some distance away. 

Mr. Dunn. That is right. 

Dr. BrowNELL. The two are not adjacent to each other. They are some 
distance away. 

Chairman BarpEN. You did not find out if there was room in the elementary 
school for the seventh grade? You did not find out how far it would be, or how 
ineonvenient, or how impractical it may be to have one grade on one side of the 
base and another on the other? 

Dr. BrownE.t. I do not have that information, Mr. Chairman. 

Chairman BarpEen. You did not investigate the difficulties that might present 
themselves to the Marine Corps in separating and transferring those children 
and hauling them from one place to another, did you? 

Dr. BrownEtuL. We had no indication, so far as I know, that the Marine Corps 
anticipated any difficulty in that because no mention was made of that as a 
special problem by the Marine Corps. 

Chairman Barpen. Any problem with children in schools is a special problem. 

Dr. Browne ut. Yes, sir, you are quite right, sir. 

Chairman BarpvEen. Have you investigated the distance that these children 
would have to be hauled from the Quantico base to the Gar-Field School? 

Dr. BROWNELL. Yes, sir. 

Chairman Barpen. How far is that? 

Dr. BRowneE Lt. I am informed Mr. Chairman, that the distance is 8 miles. 

Chairman Barpen. Eight miles from where to where? Is that 8 miles from 
the boundary of the reservation? 

Dr. BRowNELL. Yes, from the gate at Quantico. 

Chairman BarpENn. How far is it from the gate to the center of the reservation 
where the children live, the housing quarters? 

Dr. Browne. I don’t believe, Mr. Chairman, that I have the information 
here on the distance from the individual homes to the gate. 

Chairman BarpEeNn. Well, I have been down there, and I know something 
about where the quarters are located. Now, the center of the living quarters 
is what I am talking about. 

Dr. BrowneE.L. Colonel Dunn, do you have that information? I do not have 
it here. 

Colonel Dunn. Not specifically. 


After full consideration of all the circumstances in this case, your 
committee does not believe that the Commissioner’s action in this 
matter conforms with the intent of Congress as expressed in Public 
Law 874 and subsequent amendments. The committee believes that 
under the full circumstances of this case, local educational facilities 
are not now “suitable” for the free public education of students 
residing on the Quantico Marine Corps base. The committee does 
not agree that under the law the Commissioner is forbidden to look 
prospectively at such a situation. Members of the committee, as 
these excerpts from the hearing record show, literally pleaded with 
the Commissioner and his aides to take a broader and more reasonable 
view of the matter, so that legislative action would not be required. 

Chairman Barpen. What would be the normal personnel in a high-school 
grade in the Gar-Field School after these students were added? What number 
would that be and what would be the teacher load? Have you inquired into that? 

Dr. BrowneEtu. Yes, Mr. Chairman. We checked into that a year ago to 
find out what plans they had for the organization of the high school, and at that 
time we found that they intended to add several teachers in order to take care of 
the additional students. 

Now, I was looking to see if I could find here the information that we had on 
that. I may not be able to put my finger on it, but I could look it up and give 
you the information if necessary. 

Chairman Barpven. Is it not tremendously important to know the teacher load 
in order to pass upon suitability? ; 

Dr. Browne.u. Again, Mr. Chairman, I would agree with you that it is. But 
I would also indicate that under the terms of the law the responsibility is to find 
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out whether or not the education to be provided is comparable to that which is 
provided for their own children. 

Chairman Barven. That is one of the conditions, but the responsibility, Dr. 
Brownell, nevertheless rests squarely upon you to pass upon the suitability. 

Dr. BRowNELL. Yes. 

Chairman Barpen. Suitability takes in the whole picture. 

Dr. Browne tt. I am perfectly willing to stand on the findings that we have 
made, that the education that the Prince William County High School and Gar- 
Field High School proposes to provide the Quantico High School students would 
have to be judged as suitable education. 

* * * * o* * ~ 

Mr. Hott. Am I to understand that the Department is going to close down the 
Quantico school and you are not going to reverse your position? 

Mr. Griassy. I have no indication that we are disposed to reverse the position, 
unless it is made clear by the committee. 

Mr. Hour. How would the committee make it clear other than changing the 
law? Is that the only way we can make it clear? 

Mr. FRELINGHUYSEN. I would like to ask Mr. Grigsby where you have not 
solved the problem yourself by saying that you feel bound now to close down this 
school by following a narrow and strict interpretation of the word “suitability,” 
if you could be persuaded, as the result of this committee hearing, that you should 
use a more liberal approach you would solve it, would you not, if you looked into 
the problem of suitability and examined what would happen to the 30 pupils in 
the seventh grade if you abandoned this high school, and if you looked into the 
cost problems, and the problems that may develop a year or two from now if 
Gar-Field High School gets crowded? 

Could you not just by changing your interpretation of that word keep this or 
have funds available to keep this school in operation? 

Mr. Gricssy. That raises a technical legal question: How do we get light on the 
intent of Congress? 

Mr. FrevincauysEeN. You certainly have more light on what the intent is 
than you did when you were looking at the committee reports, by the attitude, I 
think, of virtually every member of this committee, at least. 

* * * * « * * 


Mr. Banta. There is nothing in your statute that would allow a lawyer inter- 
preting it to beg the question as to when they would become inadequate according 
to my way of reading it, and, according to my way of reading the history of it. 

Mr. Mercatr. I do not wish to quarrel with the gentleman’s interpretation, 
but there is something in the statute that you can forecast into the future as to 
what will be suitable. I think every member of this committee feels that vou 
are taking a very narrow interpretation of the word “‘suitable,’’ as Dr. Grigsby 
has admitted. 

You should forecast as to whether or not you are going to have to reopen this 
school. I, too, am speaking as a lawver. 

Mr. Perrins. I would hate to think the Department would not take that into 
consideration. 

* * . * * * 

Mr. FrRELINGHUYSEN. You do not feel that this situation has resulted from a 
narrow interpretation of the regulations? 

Mr. Banta. I don’t think it is a narrow interpretation, and I think it is the 
only reasonable interpretation that can be given. 

Mr. FrRevINGHUYSEN. I think that is a very arguable point. I think that is 
the reason for these hearings, because we feel that justice has not been done in 
this case. In spite of your feeling that there is no alternative, in spite of these 
hearings, there still is no possibility of changing the decision of the Commissioner; 
and since it wou!d not be appropriate to make a different decision, I fail to under- 
stand why it is that we could not solve this situation by simply broadening the 
interpretation of “‘suitability.” 

I would like to ask you the question: Do vou consider it necessary to have an 
amendment to the law in order to broaden the interpretation which you are now 
placing on this section 6? 

Mr. Banta. I don’t know how you would do that. It would be pretty difficult, 
unless the Congress, by an act, wanted to define in a different fashion than is the 
ordinary connotation given to the word “suitable.” 

Usually when we find in legislation a term or word which is to be given some 
different connotation than its ordinary and usual meaning, we will find it defined 
accordingly.. There is no definition in this law. Thus I would conclude that it 
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is a matter for the Commissioner to use the word “suitable” in its ordinary, 
everyday use. 


Mr. Fretineuuysen. I do not think anybody on this committee is suggesting 
that you use an extraordinary definition for the word “suitable.” I do think we 
are suggesting that perhaps you have not taken a look at the unique situation 
which others from your Department have suggested exists at this base. 

~*~ x * * * * * 

Chairman Barpen. Now, Dr. Brownell, would you approve an amendment to 
the law that would correct the situation which I am complaining about at this 
time and provide for that? You say your attorney has construed it to mean 
that you must do what you have done. Is that right? 

Dr. BRowneE.LL. They have indicated to me that is a proper procedure for me 
to follow in interpretation of the law, that my interpretation is correct. 

Chairman Barpen. And you construe the law as now written that you must do 
what you have done? 

Dr. Browne tt. Yes, sir. 

Chairman Barpgn. And you did not have any discretion? 

Dr. Browne tt. I think I have gone as far in exercising discretion as I possibly 
ean, Mr. Chairman. 

However, since the Commissioner insists that under the law he can 
make no other decision, the committee believes the law should be 
amended. ies 

The amendment provides that before the Commissioner can decide 
that local facilities are “suitable” for the free public education of 
children who reside on a military installation, he must have the con- 
currence of the Secretary of the military department concerned. We 
believe this will insure a more complete appraisal of all the facts in such 
cases, and will result in decisions better suited to the special needs of 
children so situated. The committee wishes to point out that this 
amendment conveys no new authority to anyone in connection with 
the establishment of schools on military installations. It does not 
change existing law in this respect. It merely spells out in the statute 
the degree of care and consideration which Congress always expected 
the Commissioner to use in the closing of schools on Federal property. 
Therefore, it should not be taken as an invitation to the military to 
arbitrarily insist upon continuing certain schools on military installa- 
tions. The committee expects military officials to use good judgment 
and due diligence in exercising the discretion conferred upon them by 
this amendment, for obviously a case could arise where, unlike the 
present situation at Quantico, local facilities might be “suitable” in 
every sense of that term. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 6 or Pustiic Law 874, 8lst ConGress, as AMENDED 
CHILDREN FOR WHOM LOCAL AGENCIES ARE UNABLE TO PROVIDE EDUCATION 


Sec. 6. (a) In the case of children who reside on Federal property— 
(1) if no tax revenues of the State or any political subdivision thereof 

may be expended for the free public education of such children; or 
(2) if it is the judgment of the Commissioner, after he has consulted with 
the appropriate State educational agency, that no local educational agency 

is able to provide suitable free public education for such children, 
the Commissioner shall make such arrangements (other than arrangements with 
respect to the acquisition of land, the erection of facilities, interest, or debt serv- 
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ice) as may be necessary to provide free public education for such children. To 
the maximum extent practicable, the local educational agency, or the head of the 
Federal department or agency, with which any arrangement is made under this 
section shall take such action as may be necessary to ensure that the education 
provided pursuant to such arrangement is comparable to free public education 
provided for children in comparable communities in the State, or, in the case of 
education provided under this section: outside the continental United States, 
Alaska, and Hawaii, comparable to free public education provided for children in 
the District of Columbia. For the purpose of providing such comparable educa- 
po mg may be employed without regard to the civil-service or classifica- 
tion laws. 

(b) In any case in which the Commissioner makes such arrangements for the 
provision of free public education in facilities situated on Federal property, he 
may also make arrangements for providing free public education in such facilities 
for children residing in any area adjacent to such property with a parent who, 
during some portion of the fiscal year in which such education is provided, was 
employed on such property, but only if the Commissioner determines after con- 
sultation with the appropriate State educational agency (1) that the provision 
of such education is appropriate to carry out the purposes of this Act, (2) that 
no local educational agency is able to. provide suitable free public education for 
such children, and (3) in any case where in the judgment of the Commissioner 
the need for the provision of such education. will not be temporary in duration, 
that the local educational agency of the school district in which such children 
reside, or the State educational agency, or both, will make reasonable tuition 
payments to the Commissioner for the education of such children. Such pay- 
ments may be made either directly or through deductions from amounts to which 
the loca! educational agency is entitled under this Act, or both, as may be agreed 
upon between such agency and the Commissioner. Any amounts paid to the 
Commissioner by a State or local educational agency pursuant to this section 
shall be covered into the Treasury as miscellaneous receipts. 

(ec) In any case in which the Commissioner makes arrangements under this 
section for the provision of free public education in facilities situated on Federal 
property in Puerto Rico, Wake Island, or the Virgin Islands, he mav also make 
arrangements for providing free public education in such facilities for children 
residing with a parent employed by the United States, but onlv if the Commis- 
sioner determines after consultation with the appropriate State educational 
agency (1) that the provision of such education is appropriate to carry out the 
purposes of this Act, and (2) that no local educational agency is able to provide 
suitable free public education for such children. 

(a) The Commissioner may make an arrangement under this section only with 
a local educational agency or with the head of a Federal department or agency 
administering Federal property on which children reside who are to be provided 
education pursuant to such arrangement. Arrangements may be made under 
this section only for the provision of education in facilities of a local educational 
agency or in facilities situated on Federal property. 

(e) To the maximum extent practicable, the Commissioner shall limit the total 
payments made pursuant to any such arrangement for educating children within 
the continental United States, Alaska, or Hawaii, to an amount per pupil which 
will not exceed the per pupil cost of free public education provided for children 
in comparable communities in the State. he Commissioner shall limit the total 
payments made pursuant to any such arrangement for educating children outside 
continental United States, Alaska, or Hawaii, to an amount per pupil which will 
not exceed the amount he determines to be necessary to provide education com- 
parable to the free public education provided for children in the District of 
Columbia. 

(f) In the administration of this section, the Commissioner shall not exercise 
any direction, supervision, or control over the personnel, curriculum, or program 
of instruction of any school or school system. 

(g) The provisions of paragraphs (1) and (2) of subsection (a) shall not apply 
with respect to any school which, on the date of enactment of this subsection, is being 
operated on a Marine Corps installation under an arrangement made under subsection 
(a). 
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MINORITY VIEWS 


We disagree with the majority conclusion that Public Law 874 
(81st Cong.) should be amended H. R. 3253 in order to force the 
United States Commissioner of Education to continue the operation 
of the post high school at the Marine base in wo rong Va. Our 
primary objection lies in the conferring of authority on military 
authorities to participate in a decision as to whether or not local 
public schools are adequate and suitable for providing free education 
to children who reside on military bases. We believe the enactment 
of this amendment would establish a precedent that is neither 
necessary nor wise. 

The history of Public Laws 815 and 874 indicates that the Congress 
intended in this legislation, not only to provide fair compensation to 
school districts for burdens imposed by Federal activities, but also to 
provide a regular uniform basis for making the Federal payments. 
The history of the legislation would also seem to make clear that the 
Congress intended, in carrying out this concept, that wherever 
possible education for children residing on Federal property should 
be provided by local educational agencies under State law. It was 
recognized that there were some situations in which the Federal 
property, because of the conditions under which it was acquired, was 
not considered under State law to be a part of the State in which it 
was located and therefore no State or local funds could be expended 
for the education of children living on such property, or for other 
reasons the local educational agency might be unable to provide 
suitable free public education for children living on Federal property. 
To meet these situations Congress included section 6 of the act which 
authorized the Commissioner of Education to make arrangements to 
provide free public education for children living on Federal property 
wherever, after consultation with State departments of education, he 
determined that suitable free public education for children living on 
Federal property could not be provided in the regular manner. 
Section 6 authorizes the Commissioner to make arrangements for the 
education of children living on Federal property when the following 
conditions exist: 

(1) If no tax revenues of the State or any political subdivision thereof may be 
expended for the free public education of such children; or (2) if it is the judgment 
of the Commissioner, after he has consulted with the appropriate State educational 
agency, that no local educational agency is able to provide suitable free public 
education for such children. 

The following extract from the reports of the House Committee on 
Education and Labor on H. R. 7940, which ultimately became Public 
Law 874 (Rept. No. 2287), dated June 30, 1950, states: 

Section 6 of the bill provides for some special instances where it would become 
necessary for the Federal Government to arrange for the education of certain 
children residin, on its property in the event of the inability or unwillingness of 


the local educational authorities to do so. Cases have been called to the com- 
mittee’s attention where State law has been construed as in effect precluding the 
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extension of the State’s educational system to certain areas owned by the Federal 
Government. There may be other cases where local educational agencies, be- 
eause of lack of facilities or because of the difficulties attendant upon affording 
education to children in isolated Federal outposts, or for other reasons, are unable 
to provide suitable education for children residing on Federal property. The 
bill accordingly provides that in the ease of children who reside on Federal prop- 
erty, for whose free public education no tax revenues of the State, or of any 
political subdivision thereof, may be expended, or for whom no local educational 
agency is able, in the judgment of the Commissioner after consultation with the 
appropriate State educational agency, to provide suitable free public education, 
the Commissioner is directed to make the arrangements necessary to provide free 
public education for such children. In case it does become necessary for the 
Commissioner to exercise his authority under this section to arrange for the educa- 
tion of certain children on Federal property independently of the local educational 
system, he will to the maximum extent practicable provide education comparable 
to that provided children in comparable communities in the State. 

The committee is aware of the possibility that the presence of this section 
affords an opportunity to State or local educational agencies to disclaim responsi- 
bility for the education of certain children, and thus to shift the responsibility 
and cost of their education to the Federal Government. Past experience indicates 
that this has rarely happened, even though the opportunity has existed under 
other Federal-aid statutes. Instead the State and local educational agencies have, 
almost without exception, recognized their responsibility for the education of all 
children living within their borders and, to the extent permitted by the Federal 
Government, have shouldered the burden of providing them free public education, 
even at considerable financial loss. Should a problem develop on this score under 
this bill, the Congress can and undoubtedly will act promptly to prevent its re- 
occurrence. It is hoped and believed that, instead of shifting responsibility for 
education to the Federal Government, the State and local educational agencies 
with the payments provided under this bill will find ways to extend their systems 
so as to provide for the education of Federal children now excluded. 


Public Law 874 also provided under section 7 that— 


(a) In the administration of this Act, no department, agency, officer, or em- 
ployee of the United States shall exercise any direction, supervision, or control 
over the personnel, curriculum, or program of instruction of any school or school 
system of any local or State educational agency. 

These quotations indicate that the Congress intended that wherever 
possible education for children living on Federal property should be 
provided by local educational agencies in accordance with State law, 
and only in exceptional cases where either State law prohibited the 
local educational agency from providing such education or for other 
reasons no local educational agency was able in the judgment of the 
Commissioner to provide suitable free public education should the 
Federal Government undertake directly to operate schools. This 
position is entirely consistent with the fundamental educational 
policies of this country. It was wholeheartedly accepted by prac- 
tically all State and local school administrators as being consistent with 
our basic educational philosophy and in the best interest of the educa- 
tional programs for the children concerned. 

In addition to the facts presented in the committee report regarding 
the situation at Quantico, there are several additional items that are 
not unimportant considerations. When the school is operated on base 
the Federal Government pays 100 percent of the cost, which is approxi- 
mately $550 per high school child in the case of Quantico. When 
the high school children are provided free public education by Prince 
William” County Board of Education the Federal Government pays 
only the local share of the cost which is approximately $150 per child. 
The State of Virginia makes up the rest of the total cost which would 
be much lower per child in Gar-Field High School than it would be 
on base because 80 high school children are not enough to operate an 
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10 CONTINUE CERTAIN SCHOOLS ON MILITARY INSTALLATIONS 


economical school with a well-rounded curriculum at a reasonable cost. 
The Gar-Field High School is a new school which has all the modern 
conveniences to provide a well-rounded curriculum. It provides 39 
units of credit as compared with 30 units of credit offered by the 
Quantico High School. 

There are approximately 75 Federal properties in the United States 
at the present time where elementary school children are educated in 
school facilities constructed on Federal property, and the high school 
children are transported off Federal property to attend high school in 
adjacent communities. There are only two or three cases in the 
United States where the Commissioner of Education has authorized 
the construction of high schools on base and these are located in 
outlying desert areas where there is no high school available in the 
adjacent communities because of the isolated location of the military 
installation. In all of these cases the local educational agency oper- 
ates both the on-base high school and the elementary school in accord- 
ance with laws of the State in which the bases are located. 

In only three cases in the continental United States are on-base 
high schools presently operated on a military installation with funds 
supplied under section 6; i. e., Fort Knox, Ky.; Camp Lejeune, N. C.; 
and Quantico, Va. 

Although we are sympathetie to the desires of the military personnel 
stationed at Quantico and believe that the Commmissioner can and 
should reevaluate the situation at Quantico giving full consideration 
to the factors that indicate that the Gar-Field High School will be 
overcrowded by September 1956, and all other factors, either present 
or prospective, involved in the situation, we cannot refrain from 
pointing out that according to the testimony of Marine Corps officers 
neither the Prince William County schools nor.any other public 
school system in the country would in their opinion be suitable for 
Marine Corps children. At the same time these same children, when 
transferred to any other Marine base except Camp Lejeune, N. C., 
will attend local public schools. Indeed, some children of Marine 
Corps personnel stationed at Quantico and living off base are presently 
attending Gar-Field High School. 

In conclusion, we repeat that-our primary objection to the amend- 
ment H. R. 3253 is in the basic philosophy of giving any authority 
whatsoever to military departments. with respect to local public 
school operations. 

Carroti D. Kearns. 
Cavans I. Kearns. 
Rauex W. Gwinn. 
Avsert H. Boscu. 
Epira GREEN. 
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ment Operations, I submit herewith the second intermediate report of 
its Subcommittee on Military Operations. 
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Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


SECOND INTERMEDIATE REPORT 


SUBMITTED BY THE SUBCOMMITTEE ON MILITARY OPERATIONS 


On June 8, 1955, the Committee on Government Operations had 
before it for consideration the report of its Subcommittee on Military 


Procurement of Air Navigation Equipment. 

After full consideration of the report as submitted by the subcom- 
mittee, upon motion made and seconded, the report was unanimously 
approved and adopted as the report of the full committee. The chair- 
man was directed to transmit a copy to the Speaker of the House. 


INTRODUCTION 


This report is concerned with a program by the military depart- 
ments for the development and procurement of controversial electronic 
air navigation equipment. Estimates of the ultimate cost of this 
procurement by the Department of Defense, supplied to the Congress 
and to this subcommittee, range from less than a half billion to 
approximately 800 million dollars. 

The subcommittee became interested in this case when it received 
information that the military departments were going into large-scale 
procurement of an item described as not being fully developed or 
reliable. Furthermore, the subcommittee was informed tbat this 
military procurement was the center of a controversy among several 
departments of the Government as well as between the Government 
and some segments of civil aviation. This controversy, it was learned, 
pertains to the problem of whether or not the existing air navigation 
equipment in use in the common system shall be replaced by a device 
developed by the military departments to meet certain tactical and 
special military requirements. ‘The Common System includes a pro- 
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2 MILITARY PROCUREMENT OF AIR NAVIGATION EQUIPMENT 


gram for air navigation which was adopted to meet the requirements 
of all users of the airspace. 

This report is based on an analysis of the testimony received by the 
subcommittee and upon a review of documents furnished by the 
nepornA departments and other executive agencies subsequent to the 

earings. 

The Military Operations Subcommittee held a hearing in executive 
session on March 1, 1955, and an open hearing on March 8, 1955. 
The following witnesses appeared before the subcommittee: 

Hon. Donald A. Quarles, Assistant Secretary of Defense (Research 
and Development). 

Hon. Trevor Gardner, Assistant Secretary of the Air Force (Re- 
search and Development). 

Hon. Raymond H. Fogler, Assistant Secretary of the Navy. 

Maj. Gen. Gordon A. Blake, Director of Communications, Deputy 

hief of Staff, Operations, Department of the Air Force. 

Col. J. F. Taylor, Jr., Department of the Air Force, Executive 
Director of Air Navigation Development Board. 

Comdr. Robert E. Laub, Chief, Electronics Branch, Bureau of 
Aeronautics, Department of the Navy. 

Mr. Max Karant, assistant general manager, Aircraft Owners’ 
and Pilots’ Association. 

Mr. Cole Morrow, formerly chairman of the National Business 
Aircraft Association. 


On April 22, 1955, members of this subcommittee had an oppor- 
tunity to view a demonstration of this equipment in use on a flight 
from Washington, D. C., via Patuxent, Md., to the Atlantic City 
Naval Air Station, N. J. 


THe ORGANIZATION OF THE REPORT 


This report is organized into four sections. Sections 1 and 2 pro- 
vide a factual and documented administrative history of events per- 
taining to the controversy. 

Section 3 deals with costs, contracts, and deliveries. 

Section 4 provides detailed and documented discussion of the sub- 
committee findings and recommendations. 

A summary of these subcommittee findings follows. 


SUMMARY OF SUBCOMMITTEE FINDINGS 


A limited analysis of the TACAN-VOR/DME controversy has con- 
vinced this subcommittee that the Department of the Navy and the 
Department of the Air Force should be instructed by the Secretary 
of Defense to restrict the procurement schedule of "TACAN units. 
The subcommittee bases its conviction on two primary considerations: 

A. Various technical studies have shown that there are con- 
flicting and inconclusive views on the reliability of TACAN and 
on the ability of TACAN to meet civilian and military require- 
ments. 

B. The final decision by the Government has not been made as 
to the equipment which shall become part of the common system 
of air navigation. 

The subcommittee therefore makes these recommendations: 


1. The subcommittee recommends that the Congress under- 
take at once an exhaustive investigation of the relative merits of 
TACAN and VOR/DME for use in a common system of air 
navigation which meets both civil and military requirements, 
This subcommittee endorses the proposal for such an investiga- 
tion as contained in Senate Concurrent Resolution 16, and 
urgently recommends that the House of Representatives expedite 
concurring action on this resolution as amended by House Con- 
current Resolution 128, or action on House Concurrent Resolu- 
tion 128.' 


The subcommittee believes that any action which would irrevocably 
commit the United States to the substitution of a different air naviga- 
tion facility for that existing in the common system prior to a study by 
the Congress would not be in the public interest. 


2. The subcommittee recommends that the Secretary of the 
Department of Defense limit the deliveries of TACAN equipment. 
In no case, should the Secretary of the Department of Defense 
permit further production deliveries in excess of such amount 
necessary for technical development. 


This subcommittee has observed a great degree of apparent inter- 
departmental discord involved in this whole controversy. Effective 
and forceful coordination in planning and development of TACAN 
and VOR/DME has been lacking in the past. While the recent 
appearance on the scene of the Air Coordinating Committee was a 
commendable demonstration of policy coordination, it has been too 
late. Meanwhile the ANDB appears to be an agency with functions 
and authority which duplicate those of several other agencies. 


3. The subcommittee recommends that the President of the 
United States review the functions of the ANDB, the ACC, the 


n. Res, 128, 129, 130, 131, represent similar resolutions introduced by Congressmen Holifield (D., 
cali). Richman (R., N.Y 5, Fascell (D., Fla.), and Lipscomb (R., Calif.), respectively. 
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MILITARY PROCUREMENT OF AIR NAVIGATION EQUIPMENT 


CAA, and the military departments which are concerned with the 
implementation of the common system for air navigation, report 
to the Congress on the results of his study as soon as possible, 
and, if the study justifies it, submit a reorganization plan to create 
a logical, simple, and effective organization to carry out the task 
of planning for, developing, and enforcing a single and common 
system of air navigation. 

4. The subcommittee recommends to the Congress the adop- 
tion of H. Con. Res. 132? which requests the President of the 
United States to review the functions of the ANDB, the ACC, 
the CAA, and the military departments which are concerned 
with the implementation of the common system for air navigation. 


The subcommittee has reviewed the performance by the contractors 
on this procurement. The delivery schedules have been amended 
many times. To date only slightly over 400 units have been delivered. 
The first production contracts were awarded in 1951. Unit cost 
estimates on this negotiated contract with price redetermination pro- 
visions cannot possibly be realistic. Moreover, the classified nature 
of the pilot production, on equipment developed at Government 
expense, has limited the production know-how to 3 or 4 firms. 

As of this date, no one appears to be really certain, except in terms 
of order of magnitudes, how much the ultimate cost of this procure- 
ment program will be. The subcommittee, therefore, makes these 
recommendations: 


5. It is recommended that the General Accounting Office 
perform a thorough audit of costs incurred on the outstanding 
contracts and the amount of the Government’s obligation under 
existing TACAN contracts. 

It is, furthermore, recommended that the Genetal Accounting 
Office, in cooperation with the Bureau of the Budget, submit an 
estimate to the Congress by December 31, 1955, of the projected 
ultimate cost of the TACAN military program based on the latest 
financial data available at that time. 


The subcommittee concurs with the recommendation of the House 
Committee on Interstate and Foreign Commerce (as contained in 
H. Rept. No. 592, 84th Cung., Ist sess.) in urging that the Secretary 
of Defense declassify TACAN completely at the earliest possible date. 
This recommendation has its basis in the technical report submitted 
to the Air Navigation Development Board by the VORTAC Com- 
mittee. 


6. The subcommittee recommends that TACAN be declassi- 
fied. 

7. It is recommended that the Secretary of Defense provide 
this committee with a report which would show cause why the 
current procurement order should not be readvertised for the 


purpose of achieving greater competition and a possible reduction 
in costs. 


* 3 House Concurrent Resolution 132 was introduced by Congressman Holifield (D., Calif.). H. Con. 
Res. 133, 134, and 135 are similar resolutions introduced by Congressmen Riehlman (R., N . Y.), Fascell 
(D., Fla.), and Lipscomb (R., Calif.), respectively. 
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SECTION I—BACKGROUND INFORMATION 


Both VOR/DME and TACAN are based on the principle of provid- 
ing information to the pilot to determine the exact location of an air- 
craft in terms of distance and direction with relation to a known ground 
point. At the present time the VOR/DME equipments are part of 
the common system of air navigation. The common system at pres- 
ent employs numerous electronic devices designed to control air traffic 
both on the airways and while taking off and landing at airports. It 
is referred to as the common system because it is used in common by 
all users of the airspace. 


VOR/DME 


In more technical terms VOR stands for very high frequency omni- 
directional range and DME stands for distance measuring equipment. 
Both units are used in aircraft and work in conjunction with their re- 
spective ground stations. The information supplied to the pilot by 
both units is read from dials mounted within view of the pilot. VOR 
airborne units are used widely by civilian aircraft and have been pro- 
cured by the military services in large numbers. DME airborne units 
are not used by civilian aircraft to the same extent as VOR and have 
not been procured by the military services for other than testing pur- 
poses. The VOR equipment operates in the very high frequency 
band, and the DME operates in the ultra high frequency band. 

At the present time there are snniedaindune 412 VOR and 357 DME 
ground stations installed in the United States and its Territories. All 
of the 412 VOR stations and 232 of the DME stations have been 
commissioned into operation. The CAA complete program calls for 
a total of 475 VOR and 454 DME ground stations. Although it is 
estimated that the 454 DME stations will be installed and ready for 
operation by December 31, 1955, the VOR program is not expected to 
be completed until late 1956; 


TACAN 


TACAN stands for tactical air navigation. At the present time it 
is an exclusively military development. The TACAN equipment is 
comprised of two units, an airborne unit and a ground station. The 
airborne unit has a technical military designation known as AN/ 
ARN-21 and the ground equipment as AN/URN-3. The informa- 
tion supplied to the pilot is also read from dials in his view. It 
operates in the ultra high frequency band. 

Since the set is still being developed, it is not in general use on 
military aircraft. All of the existing sets, which are installed in 
aircraft or as ground stations, are for testing purposes. 
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SECTION II—ADMINISTRATIVE HISTORY 


Common system history 


The common system of air navigation resulted from a general rec- 
ommendation by the Congress in 1947 calling for the development 
and installation of a system of navigation, traffic control, and land- 
ing aids common to all users of the airspace. The Air Coordinating 
Committee, also aware of this need, had done a considerable amount 
of development work in this area. According to its report, the Radio 
Technical Commission for Aeronautics (short tithe RTCA) was re- 
quested to undertake such a study by the Technical Division of the 
Air Coordinating Committee. In response to this need, military and 
civil users submitted their minimum requirements for safety in air 
navigation. 


Radio Technical Commission for Aeronautics (RTCA) study 


RTCA undertook this assignment through the appointment of a 
special committee officially known as SC-31. Hhis committee 
developed a set of principles to govern the development of a system 
of air traffic control and navigation.2 These principles were sub- 
mitted to RTCA and were reported to have led directly to the 
development of a system by which an aircraft locates itself in terms 
of its distance and direction with relation to a known fixed point. 
Executive agencies involved 

The development of the common system and the implementation 
of such a system has been the responsibility and the effort of several 
committees, boards, and departments. Some of these are: (1) the 
Air Coordinating Committee, established by Executive Order 9781, 
September 19, 1946; (2) the Radio Technical Commission of Aero- 
nautics, a nonprofit cooperative association comprising United States 
aeronautical and aeronautical-telecommunication agencies, both in- 
dustrial and governmental; and (3) the Air Navigation Development 
Board, operating under a charter agreed to by the Department of 
Commerce and the Department of Defense. These boards and 
committees have an interlocking membership from the various agencies 
of the executive departments. 

Air Coordinating Committee (ACC)—Among the agencies on the 
Air Coordinating Committee are the Department of Coniniéies and 
the Department of Defense. At the present time the Chairman of 
this Committee is Hon. Louis Rothschild, Under Secretary of Com- 
merce for Transportation. A representative of the Civil Aeronautics 
Board, an agency of the Department of Commerce, is vice chairman. 
Other members represent the Departments of State, Army, Air Force, 
Navy, Treasury, Post Office, and such agencies as the Federal Com- 
munications Commission, Bureau of the Budget, and the Office of 
Defense Mobilization. . 


3 A statement of these principles is included in Appendix A. 
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Air Navigation Development Board (ANDB).—The Board was 
established as a result of a study of the RTCA report recommendations 
for implementing the proposed common system. It was felt that a 
program for doing so could be accomplished within the normal func- 
tions of the Departments of Defense and Commerce without the neces- 
sity of seeking legislation to set up an independent Government 

ency. 

oo uthorit is based on a charter granted by the Departments"of 
Defense and Commerce. Prior to a recent revision of the charter, the 
Board consisted of four full-time representatives, one each from the 
Army, the Navy, the Air Force, and the Civil Aeronautics Adminis- 
tration. In addition, the Board had a Chairman, who was not other- 
wise employed by the Government, and a Director of Development. 

In January 1954, the Board was reconstituted and the voting 
membership was comprised of the Assistant Secretary of Defense 
(Research and Development), and the Under Secretary of Commerce 
for Transportation. The nonvoting members are made up of repre- 
sentatives of the Departments of the Army, the Navy, and the Air 
Force, and of the Department of Commerce by a person from the 
Civil Aeronautics Administration. 

The Board is financed by funds provided by the Congress in the 
Department of Defense-Commerce Department budgets. The de- 
velopment programs which ANDB directs are done primarily b 
direct contract with industry. It also directs some laboratory wisek 
done in the Departments of Defense and Commerce. 

The task of carrying out the program detailed in the RTCA report 
devolved upon the newly created Air Navigation Development 
Board. Under the direction of this Board, VOR and DME were 
developed, with the approval of the military departments. The 
supervision of the common system operation rested with the Civil 
Aeronautics Administration of the Department of Commerce. CAA 
is responsible for the funding of ground VOR and DME stations, 
including the installation, maintenance, and continued operational 
improvement. 


Navy in navigation controversy in 1947 
y if § 


According to a report of the House Committee on Interstate and 
Foreign Commerce, Aids to Air Navigation and Landing (H. Rept. 
No. 885, pp. 8, 9), 80th Congress, Ist session, the Navy was a center 
of controversy concerning air navigation aids as early as 1947. At 
that time it was reported that the Navy intended to equip all its 
planes with radar. It was contended by the Navy that radar beacons 
were relatively inexpensive and that radar beacons provided all the 
information (to a plane equipped with radar) that is provided by 
VOR and DME. Other factors in favor of radar were that, in addi- 
tion to the reason stated above, it provided a system of warning 
against collision with terrain and provided a localizer equipment for 
low approach landings on Navy carriers. 

Also at that time, the report stated, the Army and the Air Force 
were cooperating with the Navy in the radar and radar-beacon pro- 
gram. Air Force planes were reportedly scheduled to be equipped 
with radar. 
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TACAN 


According to testimony received by this subcommittee, however, 
the Navy had developed in 1947 tactical navigation requirements 
which was the beginning of TACAN. Dr. Quarles’ testimony was: 

During the immediate postwar years there was a military need for a carrier- 
based navigation system to replace the obsolescent equipment of the war years. 
A formal statement of the required military characteristics was adopted in 
February 1947, and the Navy commenced development of the system now known 
as TACAN. This development was intended for what were important tactical 
uses and was carried on in a military security classification to preclude com- 
promise (pp. 10-11, transcript of subcommittee hearings, pt. IT). 

A year later, June 1948, the Navy awarded a contract to Federal 
Telecommunications Laboratory for the first time to develop two 
prototype models of navigation equipment which would provide 
azimuth information only. One year later the Navy awarded another 
contract to the same firm to develop two sets of what now is TACAN, 
providing both azimuth and distance information. 

By the beginning of the Korean conflict in June 1950 the Navy 
was given a demonstration by the contractor of one of two prototype 
models on order which was to provide azimuth information only. 
Almost immediately after the demonstration of the azimuth set, and 
yet prior to development of a working model which would provide 
either azimuth only or both azimuth and distance information, the 


Navy awarded a contract for 10 evaluation models of airborne 
TACAN. 


Technical incompatibility of TACAN with VOR/DME realized 

Furthermore, at this same time, June 1950, the Air Navigation 
Development Board realized, according to testimony, that VOR/DME 
and TACAN were being developed simultaneously along lines that 
were technically incompatible. In the testimony it was admitted 
that no one had devised a way to bring them together. 


World events affecting military navigation requirements 


The Russian achievement in exploding an atomic device and the 
Korean conflict were reported to be factors justifying the military 
requirements for specialized navigational aids, and justified the need 
for continuing military security. 

The Assistant Secretary of Defense (Research and Development) 
testified that the end of the Korean conflict brought about a realiza- 
tion that any future air war might possibly make this country a 
battleground. This situation more than ever reaffirmed the need 
for a single system which could be used by all segments of military 
and civilian aviation. 

Dr. Quarles reported that in the fall of 1953 he and the Honorable 
Robert Murray, Under Secretary of Commerce for Transportation, 
were looking for ways to end the impasse in the continuing concurrent 
development of two incompatible systems. Although both the mili- 
tary departments and the Department of Commerce were firm in the 
support of the common system concept previously agreed to by both 
Departments, only Commerce still felt constramed to continue to 
support the common system (VOR/DME). The military strong] 
continued to support their new system (TACAN) which was still 
under development. 
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Air Navigation Development Board reconstituted 


__The Air Navigation Development Board was reconstituted in 
January 1954, with the Department of Commerce and the Depart- 


ment of Defense as members, but with representation by personnel of 
Secretary rank. 


Situation confronting new Air Navigation Development Board, January 
1954 


At this time common system equipment was being installed at a 
rapid rate. A total of 436 VOR and 241 DME ground stations had 
either been installed or budgeted for installation by the end of fiscal 
year 1955. This involved an investment of appropriated moneys of 
approximately $71 million. In addition, the military departments 
had procured almost 27,000 airborne VOR equipments involving an 
additional expenditure of $94 million. Civilian aviation had pur- 
chased airborne equipment at a cost of about $43 million. 

Meanwhile, TACAN had reached a point in development involving 
service tests and evaluation, and even though production contracts 
had been let 2 years prior to this time, specifying delivery of 60 equip- 
ments in 1952 and 941 in 1953, not one production model had been 
delivered by the contractor. 

The issue confronting the Board was whether to continue with 
VOR/DME as the common system which had been embraced by both 
the civil users and the military departments themselves at a consider- 
able investment, or to scrap that system and adopt a new device still 
being developed by the military departments to satisfy tactical con- 
siderations and requirements. The Board members did not feel they 


had sufficient information upon which to make a decision for resolving 
this issue. 


VORTAC Committee 


To assist the Board in resolving the issue an advisory committee, 
later to become known as the VORTAC Committee, was appointed. 
It consisted of representatives from each of the military departments, 
the Office of the Secretary of Defense, the Department of Commerce, 
the National Business Aircraft Association, the Aircraft Owners’ and 
Pilots’ Association, and the Air Transport Association. The Depart- 


ment of Commerce was represented by a member from the Civil Aero- 
nautics Administration. 


The consultants’ report to the VORTAC Committee 


The Air Navigation Development Board, realizing that the Ad- 
visory Committee’s recommendation would have to be based to a large 
extent upon the solution of technical and engineering complexities, 
engaged a team of consultants to assist the Committee in its task. 

This consultant team consisted of Dr. H. R. Skifter, president, 
Airborne Instruments Laboratory; Dr. J. B. Wiesner, professor of 
communications engineering and director, research laboratory of elec- 
tronics, Massachusetts Institute of Technology; and Mr. R. C. New- 
house, military development engineer, Bell Telephone Laboratories. 

The VORTAC Committee, with its consultants, convened early in 
April 1954. Before it was possible to evaluate TACAN, it was noted 
by the consultants that these sets were inadequate and unreliable 
and that further engineering had to be accomplished at an addi- 
tional expenditure of money. This problem was undertaken by the 
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consultants and, as a result of their efforts and direction, engineering 
changes were made to the TACAN system. This situation, it must be 
remembered, confronted the consultants almost 6 years after the first 
development contract was awarded and approximately 3 years after 
the first production contract was let. 

After studying the consultants’ report, the VORTAC Committee 
split in its views on its choice for a single system. The majority 
opinion represented by the Army, the Navy, the Air Force, and the 
Air Transport Association was in favor of TACAN. The minority 
opinion, in favor of continuing with VOR/DME as the common sys- 
tem, was represented by the Civil Aeronautics Administration, the 
National Business Aircraft Association, and the Aircraft Owners’ and 
Pilots’ Association. 

VORTAC Committee findings 4 

The VORTAC Committee in brief made the following findings. 
With respect to siting, both systems must be carefully sited for maxi- 
mum performance. Sites that are satisfactory for TACAN are not 
necessarily satisfactory for VOR, and vice versa. Both VOR and 
TACAN are difficult to site if the antenna is close to the ground. 
However, TACAN ssiting problems are adequately overcome by 
elevating the antenna. °® 

With respect to accuracy, the consultants said that the distance 
measuring capabilities of both systems are similar and meet the stated 
requirements. In bearing accuracy the modified TACAN system was 
found to be better than plus or minus 1 degree, if the antenna is 
mounted on a tower of sufficient height to clear nearby obstructions. 
Based on studies only of the existing evaluation reports on VOR and 
all data furnished by the CAA, the consultants concluded that the 
bearing accuracy of the present VOR system is considered to be better 
than plus or minus 3 degrees when the VOR is sited in properly 
cleared areas. This accuracy, according to the consultants, would 
not be improved by mounting the antenna on a tower. The CAA 
provided this subcommittee with its own report which shows the facts 
to be at variance with the consultants’ comments on VOR. It should 
also be remembered that no refinement of VOR was even attempted 
by the consultants. 

In reliability the VOR ground and airborne equipments proved 
highly reliable under the ultimate test widespresa operational use. 
Ground DME units indicated satisfactory reliability. TACAN was 
reported to be unreliable. The consultants stated that extensive 
reengineering of both ground and airborne units was necessary if they 
were to meet the standards of reliability generally associated with 
the common system basic navigation aid. 

With respect to size and weight, the consultants stated there was 
no significant difference in the capabilities of the two systems. 
Although TACAN airborne equipment is in 1 package and VOR/DME 
is in 2 packages, the consultants stated that the latter could be 
combined. 


4 The complete text of the unclassified version of the report of the VORTAC Committee containing the 
complete summary and conclusions of the consultants’ report are included in the published hearings. 
Also included in the hearings is the complete report of the ANDB VORTAC Committee, including the 
majority and minority views. For convenience, the summary, conclusions, and recommendations of 
both are included in the Appendix B of this report. 

5 See page 38, appendix B. summary and conclusions section of consultants’ report. Section A—Siting. 

* This information is discussed in a later part of the report. 
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In terms of channel requirements, either system, according to the 
consultants’ report, appears to be adequate. 

In terms of special applications, the consultants reported VOR 
performance is not optimum aboard ship because of siting and propaga- 
tion factors. It was reported.that TACAN tests indicated satisfactory 
performance. 

Of particular interest is the consultants’ findings concerning the 
timing for militarization of VOR/DME and TACAN. It was stated 
that VOR is already partially militarized. The estimated time required 
to engineer, evaluate, and prepare production specifications for the 
various units was stated as follows: 


Unit | Time required 








Shipboard VOR surface units__....-....._..-_......... ie 1 year. 
Militarized DME surface and airborne units. ._............-.-.....-..-..---...---..-| 12 to 18 months. 
Ground and airborne TACAN equipments that will approach the VOR in reliability_| 3 years. 


Lighweight low-cost azimuth-only TACAN units comparable with present light- | 2 years. 
weight VOR receivers. | 


| 
' 


Note.—See appendix B, p. 39, summary and conclusions of the consultants’ report, par. H. Timing. 


With respect to voice communications, the consultants found that 
VOR provides the voice channel. It was stated that TACAN cannot 
be expected to meet the requirement for two-way voice communica- 
tion, although simple voice identification could be added by equip- 
ment modifications. 

The ANDB received the report of the VORTAC Committee at its 
meeting on January 14, 1955. Since the VORTAC Committee had 
announced its inability to reach a unanimous decision, this left the 
ANDB with the basic navigation issue unsolved. 


Ad hoc committee to study alternative proposal 


Subsequent to the VORTAC Committee study, the Under Secretary 
of Commerce for Transportation suggested consideration of an alter- 
native course of action which had not been included in the terms of 
reference of the VORTAC Committee. An ad hoc group was ap- 
pointed to investigate the possibilities of devising a system composed 
of civil DME which met military requirements, plus an azimuth 
system yet to be developed. 

On January 28, the ad hoc group reported to the ANDB. Because 
of the additional expense and further delay of approximately 3 years, 
the system was not favorably considered by ANDB as first choice. 
In Dr. Quarles’ words, ““The Board now found itself in a most per- 
plexing situation. Neither VOR/DME or TACAN nor the best 
alternate system, was acceptable to everyone.” 


ANDB final decision 
On February 8, 1955, the ANDB announced its plan for the reso- 
lution of the problem involving these two systems of air navigation. 


By unanimous decision the Board has decided to take the following 
course of action: 


1. Finish the development of TACAN to make it suitable for 
common system use at the earliest practicable date. 
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2. Continue VOR as & common system navigation aid at 
least until 1965. 

3. Limit the use of civil DME facilities to experimental pur- 
poses, with the understanding that DME service is not guar- 
anteed beyond June 30, 1955. (This is to assure that 5ME 
frequencies would not stand in the way of TACAN if it later is 
standardized.) 

4. Permit military agencies to implement TACAN facilities, 
to meet their minimum interim requirements, for the present, on 
a basis which will be noninterfering with channels assigned to the 
civil DME and the common system radar beacon. 

5. As a backup for the TACAN program, in case it should 
later prove unacceptable or inadequate for any reason, finish the 
design of the alternate proposal. This would consist of the pres- 
ent civil DME to provide distance plus a new CW omnirange— 
that is a continuous wave, omnirange—device to be developed 
for a more suitable frequency band, as recommended by the 
consultants. The DME ground equipment will be held in 
readiness for this eventuality. 

In justifying its course of action, the Board stated that it had sought 
the maximum convenience of the users of the airspace, both civil and 
military, at the minimum expense to the taxpayer, looking toward the 
implementation of a common military-civil navigation system at the 
earliest practicable date. 






















DEVELOPMENTS SINCE THE ANDB DECISION 


The reaction to the ANDB decision of February 8, 1955, was swift 
incoming. This subcommittee received several letters, primarily from 
civilian users of VOR. Representatives of the Aircraft Owners and 
Pilots Association and of the National Business Aircraft Association 
contacted the subcommittee and described the ANDB action as being 
wasteful, premature, and economically unsound. 

On March 1, 1955, this subcommittee received testimony in execu- 
tive session from representatives of the two associations listed above, 
who had been members of the VORTAC Committee. During the 
following week, the House Committee on Interstate and Foreign 
Commerce commenced hearings on the same subject. 


Senate concurrent resolution on navigation controversy 

On March 10, 1955, Senate Concurrent Resolution 167 was intro- 
duced and referred to the Senate Committee on Interstate and For- 
eign Commerce. Since then the resolution has been reported out 
favorably by two Senate committees, Interstate and Foreign Com- 
merce and Rules. It was passed by the Senate on May 5, 1955, and 
referred to the House Committee on Rules on May 9, 1955. 

This resolution directs: that a joint committee of the House and 
Senate study all aspects of the common system of air navigation and 
the use in that system of air navigation facilities. This joint commit- 
tee is to transmit to the Congress a report of findings, conclusions, 
and recommendations for the development, installation, operation, 
and improvement of the common system. In addition, the resolution 
























1 The complete text of 8. Con. Res. 16 is included in the appendix to this report. 











MILITARY PROCUREMENT OF AIR NAVIGATION EQUIPMENT 13 


requests the executive branch of the Government to postpone any 
action to carry out any decision in the use of navigation equipment to 
replace VOR and DME, until after the committee has reported. 

Air Coordinating Committee decision 


On April 20, 1955, the Air Coordinating Committee appeared on the 
scene with an announcement * which has the effect of being a com- 
promise course of action by the Government. Among several pro- 
nouncements, this statement declares that DME be continued until 
1960, instead of June 30, 1955, as recommended in the AN DB decision. 


Delivery schedules 


In the meantime, since the Congress has interested itself in the 
controversy, and concurrently with the ANDB and ACC policy 
decisions, the delivery rate in the production of TACAN airborne 
units and ground stations has increased. These schedules and rates 
are described in detail in the following section of the report: 


* See Appendix D. 
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SECTION III—COSTS, CONTRACTS, AND PROCUREMENT 
DELIVERIES 
Costs 
VOR/DME.—The total expenditures to date on the VOR/DME 
program approximate $210 millions. This figure represents research 
and development costs and procurement costs of all airborne and 


a 5 units presently in use by civil and military aviation. (See 
table I.) 


TasLe 1.—Expenditures to date of VOR/DME program, 1946-65 





|} Number of— 

ea ea zi | Tota! cost 
| Airborne | Ground 

| wnits units 








Air Force and Navy !_...._-. SN Noort AA EES | 26 owodtuesee $93, 917, 703. 54 


inom 968, 816. 10 
Civil Aeronautics Administré ation 4. aa ; a : nal saebaienns 44, 600, 000. 00 


To ROSS TRE ESSE SS ARAE SEE Re RAS ERTS BRCRCRIR TS _.| 42, 800, 000. 00 
Installation ?____ LATEST AES RS 25, 000, 000. 00 
Research and development 3_ res eS = ee ee pS ey OES 1, 740, 000. 00 





ORT CRUE, BERTON TI iors. Sack ccccnnnpoeiavocccks dadtacwGansenal 209, 026, 519. 64 








1 nang provided by Office of Assistant Secretary of Air Force, in a cost analysis of VOR airborné and ground 
units 


. As provided by Air Navigation Development Board subsequent to hearings. Hearings transcript, 
. If, p. 29. 


8 Information received from CAA. 


TACAN.—In terms of actual contracts awarded for research vi 
development, production, test equipment, and facilities, the Navy 
obligated in the total amount of $179,451,737. This gross eure 
breaks down as follows: 


TaBLeE II.—Summary of expenditures and/or contractual obligations for TACAN 
research and development, production, test equipment and facilities (period, 1948-54) 





Amount 





Research and development-.. 
Production of ground equipment-- 
Production of airborne equipment. 
Test equipment 

Facilities contracts 

Conversion of ground equipment 
TACAN trailers 





Source: Cost Analysis of TACAN by Bureau of Aeronautics. See appendix E. “Fiscal Summary.” 


* This figure is explained in table II, which includes an additional Air Force expenditure of $5,404,445 
These costs are based on information supplied by the Department of the Navy. The whole breakdown is 
included as an appendix to thisreport. These costs do not coincide with Major General Blake’s testimony 
before the House Committee on Appropriations. This does not necessarily reflect an inaccuracy. It stems 
from a different base for computation. 
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Contracts 


For research and development.—Between June 29, 1948, the reported 
time for the award of the first development contract and August 18, 
1954, the latest contract for research and development, the Depart- 
ment-.of the Navy has spent $9,540,528. These amounts include 
contracts awarded to Federal Telecommunication Laboratories, 
Collins Radio Corp., Hoffman Laboratories, and Sperry Corp. A 
small amount of this money was allocated to the Air Force for its own 
direct development activities. 

For ground equipment.—For TACAN ground equipment, the 
Department of the Navy has 1 production contract in the amount 
of $65,484,385, with Federal Telephone & Radio Corp. for 625 units. 
This contract was awarded on September 20, 1954. To date 167 
ground units have been delivered. 

Airborne equipment.—For TACAN airborne equipment, the Depart- 
ment of the Navy has awarded 5 production contracts totaling 
$93 272,805.14 for 9,762 units. These contracts were awarded over a 
period from June 19, 1951 to September 24, 1952, to three different 
producers—namely, Federal Telephone & Radio Corp., Hoffman Lab- 
oratories, and Stromberg Carlson Co. 

For production of TACAN system, the Bureau of Aeronautics has under con- 


tract the following amounts for airborne equipment, AN/ARN-21, and necessary 
maintenance support: 
TasBie IIT 





é } Total 
Contract No. Date | Quane | For— Cost | Total cost 
} | tity j 





N Oas 51-1227r | June 19,1951 | 2,935 | Navy 1359__... $15, 880, 002. 25 : 

| USAF 1154_...| 12, 007, 957. 20 Pra 

| | MDAP 422.__| 5, 402, 193. 08 |$33, 380, 153. 08 |$11, 373. 14 
N Oas 52-446r......--.. | Nov. 21,1951 | 3,652 | Navy 1540...._| 13,791, 870.75 |...-....---_.- 

USAF 2112... | 17, 543,996.09 | 31, 335, 866. 84 
N Oas 52-445r | Dec. 6,1951 | 2,675 | Navy 1280__..| 11/675,611.41 |.” 








| USAF 1395...) 11, 279, 143. 88 | 22,954, 755.29 | 8, 581. 

L/I NOas 52-260_......| Sept. 24,1952 | 250 | Navy 250....--| 2, 857,464.58 | 2, 857,464.58 | 11, 429. 86 

L/I NOas 52-1155... |...--do.....---| 250 } Navy 250......} 2,744,565.35 | 2,744, 565.35 | 10,978. 26 
| | ; 





MN ee idih eek Us a et Be et ere oe ae Foe Oe 
i | | i 





i Unit eost computations by subcommittee staff. 
? Average. 


Source: Fiscal summary of the expenditures of the TACAN system by Bureau of Aeronautics. See 
appendix: E 


For test equipment.—For 'TACAN test equipment, the Department 
of the Navy has contracted to pay $3,840,500. 

Facilities contracts.—For facilities contracts to the three producers, 
the Navy has a contract tor $968,000. 

Air Force trailers.—In addition, the Air Force bas procured 143 
trailers to house mobile ground TACAN units. The total cost for 
these units is $5,404,445. 

These costs do not include installation expenditures. Neither do 
they include any expenditures by the military departments for the 
payment of salaries for officers and enlisted men who have worked, 
either full time or part time, on the development of TACAN. 

For a more comprehensive view of funding and expenditures the 
following information is presented: 


10 Department of the Air Force appropriations for 1956, hearings before the subcommittee of the Committee 
on Appropriations, House of Representatives, 84th Cong., Ist sess., pp. 1494-1497. 
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Total funded by appropriations, 1951 through 1955 (including 





RUG WA oe oc dan anace Doekan awn cb Ament ees $259, 821, 000 
Estimated future appropriation requirements (estimated through 
PORE SEE RE) oo oni cng atin galawabc deme ddhhdedunibade 223, 324, 000 
Total ultimate cost of TACAN system_-__....-.--.--.-. 483, 445, 000 
Total obligated 1951-54 (including 1955 estimate) __.__..____--- 161, 575, 229 
Total expenditures (1951-54, including 1955 estimate) _____ 41, 746, 185 
Deliveries ™ 


The first of 40 development models of TACAN airborne equipment 
was delivered in September 1952. The remaining 39 were delivered 
during the succeeding 12 months. All of these equipments were sub- 
jected to various tests and evaluations at the Naval Air Development 
Center, Naval Research Laboratory, the Naval Air Test Center, and 
in fleet activities. 

In October 1952, the preliminary model of the TACAN ground 
equipment was constructed and delivered for testing at the Naval Air 
Test Center, the Rome Air Development Center, and Wright Air 
Development Center. 

In May 1953, three “pilot run” ground equipments were delivered 
for evaluation and tests. 

First production in 1954.—In January 1954, Federal Telephone & 
Radio delivered the first production model of TACAN airborne 
equipment. At this time a total of 400 sets were released for produc- 
tion, and as these sets were delivered, they were assigned for further 
tests at various Air Force and Navy installations. The production 
schedule remained restricted to the 400 sets because of deficiencies in 
both performance and reliability. Chart I and chart II compare the 
delivery schedules of airborne and ground equipment against actual 
production and deliveries. 

In January 1955, the production of airborne TACAN equipment 
was released on a model meeting essentially all the specifications and 
merece 4 the design changes which experience with the first 400 
sets proved desirable and necessary. 

Four hundred production models reworked.—The deliveries of the 
first 400 sets were reported to be conditionally accepted as pilot pro- 
duction with the understanding that the contractors would rework 
these sets to incorporate changes required to make them meet equip- 
ment specifications. Federal Telephone & Radio has delivered 200 
sets on its contract; Stromberg Carlson Co. has delivered 100 on its 

rime contract and subcontract; and Hoffman Laboratories has de- 
ivered 100 on its prime contract and subcontract. The subcommittee 
has been informed that a great portion of these 400 sets are being 
returned to the manufacturers for reworking at the contractors’ expense. 
Eventually all 400 will have been reworked to include modifications 
resulting from the testing program. 

Production rate and deliveries increased.—Further deliveries have 
just recently been released on the basis that certain changes would 

e incorporated in the first sets to be delivered and all known changes 
required to be incorporated by the time 500 more sets were produced 
on the Federal Telephone & Radio contract. All 3 manufacturers, 
by this recent release for further production, are being held to a 
maximum delivery rate of 80 equipments per month until the equip- 


ws Soe charts I through VII, pp. 19 to 25, inclusive, for a comparison of scheduled deliveries and actual 
production. 
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ment has the last known required change incorporated. On that 
point, it is assumed that sufficient information will be available so 
that manufacturers can then proceed to build up to the tooled rate 
of a combined total of 1,335 equipments per month. 

On this quantity above the first 400, about 75 additional sets have 
been delivered as of May 1, 1955. The military departments were 
unable to predict when the deliveries for completely acceptable air- 
borne TACAN sets will be accomplished. 

Ground stations 


A development contract was first let for TACAN ground equipment 
in June 1948 to Federal Telecommunication Laboratory. This equip- 
ment was to provide azimuth information only. The ground unit 
was delivered os the contractor in late 1950. 

The distance measuring feature was added to the early develop- 
mental model of ground equipment which had been ordered in June 
1949. This equipment was evaluated by Commander, Operational 
Development Force in March 1951 prior to its completion. On the 
basis of the evaluation of the inodemiiased equipment, the system was 
reported to be satisfactory and priority action on production was 
recommended by the Navy. 

A production contract i 27 ground sets was awarded to Federal 
Telephone & Radio Corp. in December 1951 for delivery beginning 
in late 1952 and completion by December 1953. 

Only three “pilot run’ equipments were delivered during 1953. 
These were evaluated and tested by one activity of the Navy at 


Atlantic City, N. J., and one was furnished to the Air Force for 
evaluation. 


The original letter contract of December 1951 between the Navy and 
Federal Telephone & Radio Corp. was made definitive on September 
20, 1954. By several amendments, the order for ground equipments 
was increased from 27 to 641. 

As of May 13, 1955, 167 ground equipments had been delivered. 
The delivery schedules are described in chart I, 
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Cuart I.—Proposep Versus ActvaL Cumunative Dexivertes or Grounp 


Equipment From FepperaL TELEPHONE & Rapio Co.! 





PROPOSED DELIVER SCHEDULE (Definitive Contracts 
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{= DATED JAN. 12, 1953 fF ? 
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' Based on information furnished by Bureau of Aeronautics, U. 8. Navy Department. 
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1 Based on information furnished by Bureau of Aeronautics, U. S. Navy Department. 
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Cuart III.—Proposep Versus ActuaL CumuLaTIVE DELIVERIES OF AIRBORNE 
EQUIPMENT From FEDERAL TELEPHONE AND Rapio Corp. ! 


Federal Telephone & Radio Company == 
= Prime Contract # NOas 51-1227r = 





: Definitive Schedule 
* Feb. 26, 1954 
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Based on information furnished by Bureau of Aeronautics, U. 8. Navy Department, 
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Cuart IV.—Proposep Versus Actua, CUMULATIVE DELIVERIES OF AIRBORNE 
EquipMENT From StroMBERG-CARLSON Co.! 
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! Based on information furnished by Bureau of Aeronautics, U. 8. Navy Department. 
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Cuart V.—Proposep Versus ActuaL CumMULATIVE DELIVERIES oF AIRBORNE 
EqurepMENT From HorrmMan LABORATORIES ! 


: Hoffman Laboratories 
* Prime Contract WOas 52-4h5 
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Definitive Schedule =: | =: 
* Oct. 29, 1954 0 Si 


1 Based on information furnished by Bureau of Aeronautics, U. 8. Navy Department. 
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Cuart VI.—Proposep Versus ActuaL CuMULATIVE DELIVERIES OF AIRBORNE 
EquipMeNntT From Srromperc-Carison Co. (Suspconrract) ! 
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Cuart VII.—Propossp Versus AcTtuAL CUMULATIVE DELIVERIES OF AIRBORNE 
. Equipment From HorrmMan LABORATORIES (SUBCONTRACT)! 
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SECTION IV-—-SUBCOMMITTEE FINDINGS 


This section discusses in detail the subcommittee findings of its 
investigation and analysis of the issues in the controversy. 

A limited analysis of the TACAN-VOR/DME controversy has 
convinced this subcommittee that the Department of the Navy and 
the Department of the Air Force should be instructed by the Secre- 
tary of Defense to restrict the procurement schedule of TACAN 
units. The subcommittee bases its conviction on two primary 
considerations: 

1. There are conflicting and inconclusive views on the reliabil- 
ity of TACAN and on the ability of TACAN to meet civilian 
and military requirements. 

2. There is no final decision as to the equipment which shall 
become part of the common system of air navigation. 


Inconelusive and conflicting views on reliability and ability ef TACAN 
to meet civil and military requirements 

The conflicting views by the experts leave considerable doubt that 
the Government has in TACAN a piece of equipment which would 
justify embarking on a half-billion dollar procurement program with- 
out considerable further study and development. 

It would be highly presumptive for this subcommittee to take any 
position, favorable or unfavorable, with respect to VOR/DME or 
TACAN. This is a highly technical area. 

Two basic documents which were made available to the subcom- 
mittee purport to evaluate the technical characteristics of both sets. 
Presumably these documents were prepared by professional people 
with a detailed knowledge of the subject. These reports are: 

1. Consultants’ Report to the ANDB Committee Advisory 
Committee No. 1 (The VORTAC Committee). This was pre- 
pared during 1954 and submitted to the VORTAC Committee 
on November 26, 1954. 

2. Technical Evaluation Report No. 261 of the Civil Aero- 
nautics Administration. It was prepared by the CAA, Technical 
Development and Evaluation Center, Indianapolis, Ind., and 
published in February 1955 (classified confidential). 

The subcommittee in addition received other reports which describe 
the technical characteristics of these two equipments. 

The subcommittee has studied that portion of the testimony, released 
and incorporated in the report of the House Interstate and Foreign 
Commerce Committee, which was provided by Dr. H. R. Skifter, 
president, Airborne Instruments Laboratory, Mineola, N. Y.” Dr. 
Skifter was a member of the consultant team to the VORTAC Com- 
mittee during 1954. 

No part of Dr. Skifter’s testimony, which was contained in House 
Report No. 592, reflected conclusions concerning the superiority of 


13 Investigation of the Development of the Common System of Air Navigation and Traffic Control, Report 
of the House Committee on Interstate and Foreign Commerce (H. Rept. No. 592, 84th Cong., Ist sess.), 
p. 17, et seq. 
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one set over the other. Dr. Skifter’s testimony reaffirmed the defi- 
ciency of TACAN in that it is not sufficiently reliable. 

The Air Coordinating Committee action on April 20, 1955, by no 
means indicated that TACAN had been developed to a satisfactory 
point of reliability to warrant its acceptability for use in the common 
system, 

The consultants reported to the VORTAC Committee that, although 
using production models which they modified to reduce some of the 
objectionable characteristics of its operation, it was nevertheless deter- 
mined that the set was unreliable. They further stated: 

Extensive reengineering of both ground and airborne units is necessary if they 
are to meet the standards of reliability generally associated with a common system 
basic navigational aid. 

The CAA representation on the VORTAC Committee voted against 
the adoption of TACAN for use in the common system. 

The fact that much thought has been given to all of these decisions 
without resolution raises grave doubts as to the advisability of decid- 
ing on this equipment until further thought and study have been given 
to it. 

Reliability, as used in connection with electronic equipment, is 
defined in terms of trouble-free hours of operation. Satisfactory 
reliability is trouble-free operation for a minimum of 100 hours. The 
figure of 100 hours was arrived at by the Advisory Group on Relia- 
bility of Electronics Equipment (AGREE), working through: the 
Office of the Assistant Secretary of Defense (Applications and Engi- 
neering). Early evaluation reports prepared by the Department of 
the Navy confirmed: the unreliability of TACAN equipments. The 
equipments operated for only a fraction of the total of 100 hours 
required between failures. 

he most recent reports of reliability testing were made available 
to the subcommittee from United States Navy Air Development 
Center, Johnsville, Pa., dated April 20, 1955. This report also 
indicated the average time between failures for TACAN sets from 
the three different manufacturers to be far below the standard set 
at 100 hours. It is therefore most apparent that the minimum 
requirement of 100 hours trouble-free operation (reliability) is not 
even being closely approached. 

In addition to this most important requirement, there are other 
important considerations which must be resolved. 


No final decision by the Government has been made as to the equipment 
which shall become part of the common system 


All reports studied by the subcommittee state that neither of the 
two systems meets all the requirements of civil and military aviation. 
Admittedly, according to all reports, VOR is reliable. However, testi- 
mony of the military departments indicated that VOR does not pro- 
vide the requisite accuracy for military use. On the point of accuracy, 
there is a conflict. Accuracy of VOR is as important to a final decision 
concerning the adoption of one system as is TACAN’s reliability. As 
an illustration, one basis for justification by the Department of the 
Navy for the development of TACAN was the inability of VOR to 
provide an accuracy of plus or minus 1 degree. Although the con- 
sultants’ report indicates: 


* * * The bearing accuracy of the present VOR system is considered to be 
better than plus or minus 3 degrees when the VOR is sited in a properly cleared 
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area * * *. We do not know of any practical modifications to the VOR system 
that will substantially increase its accuracy. 

However, it was difficult to resolve the following statement on this 
same point in the technical report of the CAA. That report states: 

In the absence of siting errors, it has.been shown that equipment [VOR] in- 
cluding transmitters, receivers, and antennas which will produce overall system 
accuracy of the order of plus or minus 1° may be readily designed. Equipments 
provers system errors of plus or minus 1.5° are not only commercially available 

ut are currently in use by eivil and military aircraft and as a part of the Federal 
airways ground system. 

Both the consultants’ report and the technical development report 
of the CAA agree that VOR and TACAN present siting problems. 
Siting is an important consideration to the military users. Both 
reports conclude that the siting problems of TACAN can be overcome 
by elevating the antenna. 

Both reports conclude that no two-way voice communication can 
be provided with the TACAN equipment. This is reported to be a 
requirement of the civilian users. 

It is therefore understandable why the various committees which 
attempted to resolve this controversy have not yet done so. 

The decisions of the VORTAC Committee, the ANDB and the 
ACC, which are discussed in part III of this report, were not of such 
a nature to finally resolve the conflict as to which electronic device 
should be used in the common use air navigational system. 

The House Interstate and Foreign Commerce Committee in its 
recent report admitted that it did not undertake the inquiry to resolve 
the scientific questions encountered in the controversy over the 
relative merits of two rival air navigation systems. It reported also 


that neither of the two systems meets all the requirements of civil 
and military aviation. 

Neither the technical studies, the decisions of Government policy 
boards, nor the Senate and House Committees of Interstate and For- 
eign Commerce have been able to resolve this controversy. This sub- 
committee therefore believes that further study is both necessary and 
wise, and makes the following recommendations: 


Recommendation No. 1 


It is recommended that the Congress undertake at once an 
exhaustive investigation of the relative merits of TACAN and 
VOR/DME for use in a common system of air navigation which 
meets both civil and military requirements. This subcommittee 
endorses the proposal for such an investigation as. contained in 
Senate Concurrent Resolution 16, and urgently recommends that 
the House of Representatives expedite concurring action on this 
resolution as amended by House Concurrent Resolution 128, or 
action on House Concurrent Resolution 128. 


This subcommittee has not made a complete and exhaustive in- 
vestigation of the relative merits of TACAN and VOR/DME for use 
in & common system of air navigation. Its study has enabled it only 
to review the documentation to a point where it realized that there 
are too many doubts about TACAN to justify a headlong rush into 
large-scale production and procurement. 

This subcommittee was primarily interested in the advisability of 
this particular procurement. 
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Other problems posed by the issue concern themselves with inter- 
national agreements which do not appear to be resolved on the basis 
of a sufficiently thorough study either by the executive branch of the 
Government or the Congress’ committees on foreign affairs. 

This subcommittee believes a thorough study is required by the 
Congress with a competent technically trained staff which can not only 
review the further development work in the executive departments, 
but also conduct its own studies. 

The Senate Committee on Interstate and Foreign Commerce intro- 
duced Senate Concurrent Resolution 16 ® in March 1955. In May 
1955 the Senate passed the resolution, and it is now referred to the 
House Committee on Rules. 

This subcommittee endorses this resolution as amended by House 
Concurrent Resolution 128. It provides for the kind of investigation 
which should be made. It also commendably calls for a suspension 
of any decision on the common system until the joint committee has 
completed its study. 


Recommendation No. 2 


The subcommittee recommends that the Secretary of the 
Department of Defense limit the deliveries of TACAN equipment. 
In no case should the Secretary of the Department of Defense 
permit further production deliveries in excess of such amounts 
necessary for technical development. 


This subcommittee believes that the continuing expenditure for pro- 
duction deliveries of TACAN is unwarranted. Indeed, there is every 
indication that a hitherto prudent policy of limiting production deliv- 
eries is about to be changed and that deliveries will be stepped up. 

On May 24, 1951, before any production contracts had been 
awarded, the Director of the Bureau of the Budget “ suggested to the 
Department of Defense that there be closer coordination between the 
civil and military programs to avoid a waste of funds and confusion. 
The Budget Director also asked that procurement of equipments be 
deferred. Apparently disregarding the Budget Director, the Navy 
on June 19, 1951, awarded a contract through a letter of intent to 
Federal Telephone & Radio Corp. for 1,001 airborne TACAN sets. 
The subcommittee is at a loss to understand why the Department of 
Defense did not heed the suggestion of the Director of the Budget. 

This subcommittee observes that a decision involving a potential 
expenditure of several hundred million dollars should continue under 
consideration by the executive departments and the Congress in order 
to preclude the possibility of a premature decision. 

The subcommittee believes that any action which would irrevocably 
commit the United States to the substitution of a different air naviga- 
tion facility in the common system prior to a study by the Congress 
would not be in the public interest. 

As mentioned earlier,: the expenditure of sufficient funds and the 
application of available technical genius in time, might very well pro- 
duce the results hoped for by the Navy. In fact, possibly a degree 
of overconfidence on the part of the Navy could result in a marked 
increase in production. 


3 The complete text of S. Con. Res. 16 is included as an appendix to this report. 
M See letter of May 24, 1951, from Director of the Bureau of the Budget in appendix F. 












MILITARY PROCUREMENT OF AIR NAVIGATION EQUIPMENT 29 


The Government’s investment in TACAN 


Much information has been supplied Congress on the extent of the 
Government’s investment in TACAN. Some of the effect of this 
information is to create the impression that the Government is too 
far along in the program to turn back or even to stop for a while to 
examine its status. 

This is frequently the case when Congress wants to examine a pro- 
gram. The burden of responsibility is placed upon Congress, and 
the seriousness of the responsibility is stressed. 

The argument to the Congress that expenditures on a program have 
reached the point of no return, is not an unusual one, and though 
often a-correct characterization, is nevertheless a convenient rationale. 

Actually, by the end of fiscal year 1955, there will have been expended 
$41,746,185, or only 8.6 percent of the total projected cost of the system. 
The total projected cost does not include the added cost of replacing 
the Federal system ground stations with TACAN ground stations, an 
expense already incurred by CAA. Moreover, these costs for equip- 
ment and installation, as provided by the military, are exclusive of 
amounts spent in pay for personnel by the military departments in 
implementing, monitoring, testing, and maintenance of the system. 


he following table on the expenditures and funding to date is 
repeated: 


Total funded by appropriations 1951 through 1955 (including 

1956 estimates) ______ : sic Seles BP ase ta dss a sees $250; 831, 000 
Estimated future approprjjtion requirements (estimated through 

fiscal year 1958)_.____- Jp AACS aes a 223, 324, 000 


Total ultimate cost of TACAN system _- fl os 483, 445, 000 

Total obligated 1951-54 (including 1955 estimate) - __- 161, 575, 229 

Total expenditures (1951-54, including 1955 estimate) 41, 746, 185 

The report of the Senate Committee on Interstate and Foreign 
Commerce (Rept. No. 135, 84th Cong., 1st sess.) accompanying 
Senate Concurrent Resolution 16, estimates the total ultimate cost 


of TACAN to be even higher than the costs which this subcommittee 
could obtain. 


The cost of TACAN as the common air navigation system is estimated about 
three-fourths of a billion dollars with the likelihood the ultimate cost may be 


greater, 

It is true that contractual obligations are high. It is true that 
termination costs would increase the Government’s expense; however, 
the subcommittee is not proposing termination. It is not true that 
the Government’s investment is in excess of $300 million, which figure, 
if true, would imply that it is too late to reconsider. 

If it is correct that the ultimate cost of TACAN might be as high 
as three-fourths of a billion dollars, then the percentage of current 
expenditures to the whole program is about 5.5 percent. 

or these reasons, the subcommittee considers that it is not too 
late to conduct a complete inquiry into this program. Such an 
quay has admittedly not been undertaken by this subcommittee. 

n recommending that total deliveries be limited before going into 
full-scale production the subcommittee noted the following testimony. 


18 Department of the”Air Force appropriations for 1956, hearings before the subcommittee of the Com- 
mittee on Appropriations,} House of Representatives, 84th Cong., Ist sess., pp. 1494-1497. 
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On March 8, 1955, the Navy testified: 


* * * that deliveries to date have consisted of approximately 400 sets which 
were conditionally accepted: as a pilot production with the understanding that 
the contractors would rework these sets to incorporate changes required to make 
them meet equipment specifications * * *. Further deliveries have just been 
released on the basis that certain changes would be incorporated in the first sets 
to be delivered and all known changes required would be incorporated by the time 
500 more sets were produced. These decisions were made only after agreement 
by cognizant personnel representing Navy, Air Foree, and Secretary of Defense. 
Stromberg-Carlson Co. and Hoffman Laboratories have received the same release 
with all three manufacturers being held to a maximum delivery rate of 80 equip- 
ments [each] per month until delivery of the equipment with the last known re- 
quired change incorporated. At this point it is assumed that sufficient informa- 
tion will be available so that manufacturers can then proceed to build up to their 
tooled rate of a combined total of 1,335 equipments per month."* 


Recommendation No. 3 





The subcommittee recommends that the President of the 
United States review the functions of the ANDB, the ACC, the 
CAA, and the military departments which are concerned with the 
implementation of the common system for air navigation, report 
to the Congress on the results of his study as soon as possible, 
and, if the study justifies it, submit a reorganization plan to 
create a logical, simple, and effective organization to carry out 
the task of planning for, developing, and enforcing a single and 
common system of air navigation. 


Recommendation No. 4 





The subcommittee recommends to the Congress the adoption 
of House Concurrent Resolution 132 which requests the Presi- 
dent of the United States to review the functions of the ANDB, 
the ACC, the CAA, and the military departments which are con- 
cerned with the implementation of the common system for air 
navigation. 


This subcommittee observes that although there was a lack of co- 
ordination among the various agencies concerned with TACAN and 
VOR/DME, there was no such paucity in the number of Government 
agencies purporting to be in the coordinating policy in this controversy. 

In reviewing the administrative development of air navigation aids, 
it is evident that the technical committee of the ACC in 1947 realized 
the necessity for the development and installation of a common air 
navigation system. Throughout the VOR/DME and TACAN con- 
troversy ANDB was tlie principal active coordinating agency of the 
Government. During the period from 1950 to April 1955, ACC did 
not appear on the scene. The subcommittee is not sure whether 
the ACC had intended to delegate to ANDB the responsibility for the 
resolution of such a perplexing issue, or whether ANDB had the 
responsibility in the first instance for implementing the common 
system. In any case, it is not clear from a Government operations 
point of view why the Air Coordinating Committee decided to reenter 
the policy coordinating task. 


16 Transcript of subcommittee hearings on TACAN, March 8, 1955, pp. 82, 83. 
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While the reappearance on the scene by the Air Coordinating Com- 
mittee with its policy pronouncement on the implementation of the 
common system is commendable, it appeared to be fairly late in the 
controversy and added to the confusion. 


Recommendation No. 5 


It is recommended that the General Accounting Office perform 
a thorough audit of costs incurred on the outstanding contracts 
and the amount of the Government’s obligation under existing 
TACAN contracts. 

It is, furthermore, recommended that the General Accounting 
Office, in cooperation with the Bureau of the Budget, submit an 
estimate to the Congress by December 31, 1955, of the projected 
ultimate cost of the TACAN military program based on the latest 
financial data available at that time. 


The subcommittee has reviewed the performance by the contractors 
on this procurement. The delivery schedules have been amended 
many times. To date only slightly over 400 units have been delivered. 
The first production contracts were awarded in 1951. Unit cost 
estimates on this negotiated contract with price determination pro- 
visions cannot possibly be realistic. Moreover, the classified nature 
of the pilot production, on equipment developed at Government 
expense, has limited the production know-how to 3 or 4 firms. As of 
this date, no one appears to be really certain, except in terms of order 
of magnitudes, how much the ultimate cost of this procurement 
program will be. 


Recommendation No. 6 


The subcommittee recommends that TACAN be declassified. 


The subcommittee concurs with the recommendation of the House 
Committee on Interstate and Foreign Commerce (as contained in 
House Rept. No. 592, 84th Cong., Ist sess.) in urging that the Secre- 
tary of Defense declassify TACAN completely at the earliest possible 
date. This recommendation has its basis in the technical report 
submitted to the Air Navigation Development Board by the VORTAC 
Committee. 

The VORTAC Committee recommended the complete declassi- 
fication of the TACAN system on December 27, 1954; however, all 
documents pertaining to the system are still classified. 


Recommendation No. 7 


It is recommended that the Secretary of Defense provide this 
committee with a report which would show cause why the current 
procurement order should not be readvertised for the purpose of 
achieving greater competition and a possible reduction in costs. 


The contractors involved in the production of TACAN are con- 
tinuing on negotiated contracts. The subcommittee sees in this 
rocedure a possibility for continued bigh unit costs without the 
benefit of competitive bidding. The effect of this policy of continuing 
on negotiated contracts allows the minimum opportunity for reducing 
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— and bringing economy into this very large procurement program. 
he contractor which developed TACAN for the Government, at 
Government expense, will, with the two other contractors, have a 
virtual monopoly of know-how on this equipment. 

There may have been some justification for restricting the number 
of sources for production as long as TACAN was a classified device. 
There would seem to be less justification if, as recommended by the 
VORTAC Committee and by a recent House report, TACAN is 
declassified. 

Since both the azimuth-indicating instrument in VOR, and the 
distance-measuring instrument of DME, are currently produced in 
the open market as unclassified equipments, the subcommittee cannot 
understand why competitive bidding on a declassified TACAN could 
not be successful. This appears all the more plausible in view of the 
insistence by the Government that TACAN has gone beyond the 
developmental stage and into production. 
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APPENDIXES 


AprENDIX A 
FUNDAMENTAL OBJECTIVES AND Basic Princiries oF Air TraFFic CONTROL 


(As stated in Paper 27—-48/DO-12, prepared by RTCA Special Committee 31, 
May 12, 1948) 


The fundamental objectives which must be satisfied in developing a satisfactory 
system for air traffic control are: 

1. The air traffic control system shall insure safe separation between aircraft 
in operation and maintain the efficient and expeditious movement of all 
aircraft. 

2. The air traffic control system shall be capable of equitable and efficient 
use for military and civil aeronautical operations in time of peace and of 
efficient use for military operations in time of war or national emergency. 

8. The air traffic control system shall be capable of application to all air- 
craft in all usable airspace under all weather conditions. 

The foregoing fundamental objectives require that the following basic prin- 
ciples be satisfied. 


1. Safety ae The safe operation of all aircraft requires 
that adequate separation of aircraft be 
maintained at all times and under all 
conditions. 

. Expeditiousness___- The expeditious movement of aircraft re- 
quires airspace utilization under all condi- 
tions equal to that under VFR conditions. 

. Reliability ; 2 The system shall, as far as possible, be inde- 
pendent of weather conditions and equip- 
ment breakdown. 

. All aircraft use.............. The system shall be usable by all types of 
aircraft in a manner compatible with their 
performance characteristics and opera- 
tional applications. 

. All weather The system shall function effectively during 
all weather conditions. 

. All airspace The system shall be capable of expansion to 
include all usable airspace. 

7. Minimum control The system shall provide control that im- 
poses a minimum of restriction on the 
movement of the aircraft. 

8. Integration The elements of the system shall be inte- 
grated. 

. Human factors The system shall impose a minimum burden 
on such human factors as .competency 
training, and alertness of air and groun 
personnel. 

. Evolution The system shall permit orderly transition 
from the utilization of established air 
traffic control aids to those ultimately 
required. 

. Flexibility The system shall incorporate characteristics 
which make practicable the handling of 
a wide variety of operational situations. 

. Security The system shall be designed with due con- 
sideration for system security in the inter- 
est of national defense. 
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13. Limitation of traffic flow..... The system, in itself, shall not limit traffic 
flow below the acceptance rate of the air- 


ports. 

14. Language difficulties___._____- The system shall operate independently of 
the language capabilities of ground and 
airborne “personnel. 

15. Identification._............-- The system shall provide a means of identi- 
fying aircraft as required for purposes of 
traffic control and in the interest of 
national security. 

16. Division of responsibility __-_-_-- The traffic control agency shall be responsi- 
ble for air traffic control planning, the 
collection of pertinent information, and 
the dissemination of traffi: clearances and 
information. 

The pilot shall be responsible for compliance 
with the control agency’s clearances, sub- 
ject to a primary responsibility for the 
safe conduct of the flight. 

The appropriate regulatory authority shall 
promulgate rules and regulations required 
for the proper functioning of the air 
traffic control system. 

17. Division of equipment. .__-_-- The system shall place the primary burden of 
weight, volume, and physical complexity 
of equipment on the ground. The aircraft 
equipments shall result in the minimum 
detriment to aircraft performance. 

Be WO occ snweeen> The frequency allocations for the system 
shall be consistent with national and 
international tables of frequency alloca- 
tions. 

Oe SAnatsen abacus inedtinneant The cost of the system shall be compatible 
with the results obtained. 





APPENDIX B 
Arr NAVIGATION DevELOPpMENT Boarp 


Finat Report or ANDB Apvisory CommitrreE No. 1 (VORTAC Commirtrrr) 


[Unclassified edition, February 8, 1955] 
JANUARY 5, 1955. 
Mr. D. A. QUARLES, 
Chairman, Air Navigation Development Board, 
Washington 25, D. C. 

Dear Mr. QuarLEs: The members of ANDB Advisory Committee No, 1 
herewith present their report so the Air Navigation Development Board. 

We have had the able assistance of the three consultants appointed by the 
ANDB: Mr. Russell C. Newhouse, Dr. H. R. Skifter, and Prof. J. B. Wiesner. 
We have accepted their report to us as representing essentially the technical 
aspects of the problem, and suggest that they be commended for the excellent 
and painstaking work which is reflected in their report. 

We regret that we were unable to reach a unanimous recommendation; however, 
in our report we have attempted to pinpoint the area of disagreement so that 
those who make the final decision will have available a brief, clear statement of 
the basic issue. 

Mitton W. ARNOLD, 
Chairman, ANDB Advisory Committee No. 1. 


TERMS OF REFERENCE 


Whereas the Secretaries of Defense and Commerce, in the AN DB charter, have 
reaffirmed the requirement for one common military/civil system of air naviga- 
tion aids; and whereas, there now exist in various stages of development and 
installation two systems of short-distance navigation aids, VOR/DME and 
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TACAN, either or both of which may be capable of meeting existing milifary 
and common system requirements, the Board hereby establishes Advisory Com- 
mittee No. 1 (hereinafter called the Committee). 


1. Objectives and responsibilities 


Assemble and analyze factual information to determine the extent to which 
the VOR/DME and the TACAN systems meet, or can be made capable of meet- 
ing, the technical and operational aspects of military requirements and common 
system requirements. he Committee shall assure itself by review, guidance, 
and coordination of the evaluation projects undertaken by the Department of 
Commerce and by the military departments, that the valuations are adequate 
and complete to the Committee’s needs in achieving its objectives. The Com- 
mittee may undertake any investigation into the economic or time factors in- 
volved in its conclusions and recommendations. It shall report its findings to 
the Board with such recommendations as it deems appropriate. 


FINDINGS 


Neither system at present can meet all of the stated requirements. The 
TACAN system has high accuracy and shipboard performance potential—fune- 
tions given the first priority by the military—but cannot provide a voice channel 
and will require reworking before it ean provide high reliability—a function given 
first priority by civil aviation. On the other hand, VOR/DME provides the 
voice channel and the reliability, but, according to the consultants’ report, it is 
not expected to meet the stated accuracy or shipboard performance requirements. 
Neither system will meet certain tactical requirements, as expressed by the De- 
partment of the Army, which will be required in the combat zone and are unique 
to that military service, but which may have a similar application to civil helicop- 
ter operations. 

It is technically feasible to have coexistent fully implemented civil DME and 
partially implemented TACAN operations; however, due to mutual interference 
between TACAN and both DME and the radar safety beacon, the coexistence 
of fully implemented civil DME and TACAN systems is not feasible. 


(Note.—We have unanimously accepted the consultants’ report as repre- 
senting essentially the technical aspects of the problem. Copies of this 
report already have been forwarded to the ANDB, and no attempt is made 
herein to review or restate all of the material in that report. However, in 
appendix A we have quoted for ready reference the summary and conclusions 
section of the report.) 

RECOMMENDATIONS 


1. Declassification of TACAN 


We agree that complete declassification of the TACAN system should be 
accomplished as soon as possible. 


2. VOR program 


We agree that VOR is the primary azimuth portion of the short distance com- 
mon system and should be maintained and improved until at least 1965. 

8. Adoption of TACAN 

We disagree on the basic issue: Adoption of TACAN as the common system 
short-distance navigational aid. The majority and minority positions are sum- 
marized as follows: 

(a) Majority (ATA, Army, Navy, Atr Force) —TACAN should be adopted now 
as the common system rho-theta short distance navigational aid, with actual 
implementation to follow the completion of an AN DB-sponsored improvement 
program aimed at meeting common system criteria not presently incorporated 
in the military TACAN system. A target date of 1965 for complete transition 
to TACAN is considered feasible. In the meantime, the VOR will continue to 
be the primary azimuthal aid until 1965, and the VOR program should be con- 
tinued and expanded. However, the present civil DME program should be 
stopped immediately, and the ground equipment should be modified to work 
with airborne TACAN. This program requires the immediate and complete 
declassification of the TACAN system. The majority position is detailed in 
appendix B of this report. 

(b) Minority (CAA, AOPA, NBAA).—The present VOR/DME program 
should be continued and expanded as necessary. If a further development pro- 
gram on TACAN is undertaken, and if the results are successful, the matter 
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then should be reviewed by all concerned to determine if TACAN should be 
adopted for the common system. The minority position is detailed in appendix 
C of this report. The AOPA and NBAA, in supporting the CAA position, pre- 
sented the specific comments which are contained in appendixes D and E of 
this report. 


4. Public disclosure 


We recommend that full and complete disclosure of all facts and circumstances 
not directly prejudicial to the national security, which led to the need for the 
VORTAC Committee, shall be made promptly after or, if possible, simultane- 
ously with the announcement of the final decision by the Air Navigation Develop- 
ment Board. This information is needed to inform civil users of the background 
which led to the VOR/DME-TACAN controversy. 

Quoted below is the 


SUMMARY AND CONCLUSIONS SECTION OF THE CONSULTANTS’ REPORT 


“A. Siting 


“The siting problems are different for each system, but both systems must be 
very carefully sited for maximum performance. The VOR requires a clearing of 
1,000-foct radius, with the land quite flat, and all trees, fences, and other obstruc- 
tions removed; even then, large objects more distant than 1,000 feet may cause 
large errors. TACAN is also difficult to site if the antenna is close to the ground. 
Sites that are satisfactory for TACAN are not necessarily satisfactory for VOR, 
and vice versa. However, TACAN siting problems are adequately overcome by 
elevating the antenna. 


“"B. Accuracy 


“The distance-measuring capabilities of both systems are similar and meet the 
stated requirements. 

“‘We found the bearing accuracy of the modified (see appendix VI) TACAN 
system to be better than plus or minus 1°, if the antenna is mounted on a tower 
of sufficient height to clear nearby obstructions, and to provide an essentially 
line-of-sight path to the aircraft to be served. Further refinements of the TACAN 
equipments should provide a further increase in accuracy. Based on studies of 
the existing evaluation reports on VOR and all data furnished by the CAA, the 
bearing accuracy of the present VOR system is considered to be better than 
plus or minus 3° when the VOR is sited in a properly cleared area. This accuracy 
would not be improved by mounting the antenna on a tower. Most of the serious 
VOR errors are due to site effects that are peculiar to the frequency and techniques 
of the VOR system. We do not know of any practical modification to the VOR 
system that will substantially increase its accuracy. 


“C. Reliability 


“VOR ground and airborne equipments have proved highly reliable under the 
ultimate test—widespread operational use. Ground DME units indicate satis- 
factory reliability; although we have no significant operating data on the relia- 
bility of DME airborne equipment, it is reasonable to believe that it can be made 
to operate reliably. 

“The present TACAN equipments are unreliable. Extensive reengineering of 
both ground and airberne units is necessary if they are to meet the standards 
of reliability generally associated with a common system basic navigational aid, 
(See appendixes IX and X.) 


1). Colocation 


‘‘There are two methods by which VOR/DME and TACAN might be colocated: 
Coaxial and noncoaxial. Coaxial colocation of present VOR/DME and TACAN 
antennas is probably structurally impractical, and a substantial program of 
development and testing would be required to insure that the VOR would not 
be adversely affected by coaxial colocation. Noncoaxial colocation at the same 
site within 1,000 feet would not affect TACAN performance but might affect 
VOR performance. Interference between the distance-measuring portions of 
the svstems will be a problem (see sections 2K and 4H). (The CAA advised us 
that if 2 navigation systems were to be used, the ground stations serving 1 location 
could be no farther apart than 1,000 feet without impairing the air traffic control 
system.) 


“EF. Size and weight 


“There is no significant difference between the size and weight capabilities of 
the two systems, except that the present VOR antenna-counterpoise system is 
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mueh larger than the TACAN antenna. The TACAN airborne equipment is 
in 1 package; the VOR/DME is in 2 packages, but they could be combined. 
A lightweight low-cost azimuth-only TACAN airborne receiver comparable with 
the lightweight VOR receivers could be developed. 


“FP, Channel requirements 
“Fither system appears to be adequate in this respect (see section 4H). 
“G, Special applications 


“VOR performance is not optimum aboard ship because of sitting and prop- 
agation factors. Reports of TACAN tests, with the antenna mounted on the 
masthead, indicate satisfactory performance. 


“H. Timing 
“The VOR is partially militarized: The airborne units are fully militarized, and 
a military 50-watt surface equipment is available. The estimated time required 


to engineer, evaluate, and prepare production specifications for the various units 
is as follows: 





| Time required 





Shipboard VOR surface units 1 year. 
Militarized DME surface and airborne units 12 to 18 months. 
Ground and airborne TACAN equipments that will approach the VOR in reliability_| 3 years. 
Lightweight low-cost azimuth-only TACAN units comparable with present light- | 2 years. 

weight VOR receivers. 





“The estimated time to engineer, evaluate, and prepare production specifica- 
tions for coaxial colocation is 2 years. The time required for an interdepartmental 
cooperative test program to determine the effects of noncoaxial colocation within 
1,000 feet upon the VOR is 4 months. 


“7. Security 
[Deleted.] 
“J. Communications 
“Simple voice identification could be added to TACAN by equipment modifica- 


tions; however, TACAN cannot be expected to meet the requirement for two-way 
voice communications with aircraft. 


“K, Frequency interference 
“Before making any plan for widespread use of TACAN, it would be necessary 


that the problem of interference with other services in the 960 to 1,215 megacycle 
band be carefully studied and resolved.” 


DECEMBER 27, 1954. 
AFOAC-E 
Subject: Majority Position for VORTAC Committee. 
To: Chairman, ANDB Advisory Committee No. 1. 


1. The military TACAN system should be adopted now for common system 
application. Actual implementation in the common system, however, will follow 
the completion of an AN DB sponsored improvement program to meet common 
system criteria not presently incorporated in the military TACAN system. The 
target date of 1965 for full implementation of TACAN in the common system is 
considered feasible. 

2. A decision to adopt the TACAN system requires approval of the following 
courses of action: 

a. The immediate development of a plan for complete transition to 
TACAN as a primary rho-theta navigation system by 1965. 
7 The complete declassification of the TACAN system. 
The expansion of VOR facilities which will continue as the primary 
ealesiioass navigational aid until 1965. 

3. The development plan referred to in 2a above contains the following imme- 
diate steps: 

a. Development of a coverage and frequency plan to permit an area type 
of air traffic control. This is an immediate requirement for jet aircraft over 
20,000 feet. The overall plan will reflect results of TACAN/VOR colocation 
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tests and the 20,000-foot level presently required for jet aircraft will drop 
as ree progresses. 





The interim implementation by the military of minimum TACAN 


ground facilities in the United States in support of tactical operations. 
c. An expedited program to improve accuracy, reliability, and maintain- 
ability of present TACAN ground equipment. 


(1) The complete declassification of the TACAN system as soon as 
possible. 

(2) The expansion of VOR facilities which will continue as the 
primary azimuthal navigational aid until 1965. 


d. The development of additional types of TACAN airborne equipment 
with a target date of 1957 to include— 


(1) The development of a lightweight, simple model of an omni- 
bearing, distance system to work with TACAN ground equipment. 
Integration of the two functions of azimuth and distance measuring in a 
single equipment will maximize savings in cost, weight and size and will 
provide an equipment for use in light aircraft such as the Army liaison 
craft, and Navy and Air Force trainers, plus civil aircraft. This develop- 
ment will also provide for— 

(a) Design of a lightweight, simple model of an airborne distance 
measuring equipment to work with ground TACAN equipments. 
Two hundred fifty of these airborne sets should be provided for a 
thorough long-term in-service operational evaluation. 

(6) Design of a lightweight, simple model of an omnibearing 
system to work with TACAN ground equipments. This equipment 
will be directly comparable in reliability, cost, weight, and size to 
the present VHF omnibearing air borne equipments. One hundred 
of these equipments should be provided for a long-term in-service 
operational evaluation. 

(c) The modification of existing civil DME ground equipment to 
work with TACAN airborne equipment by 1957. Concurrently, 
ANDB should initiate a feasibility study for using modified civil 
DME ground equipments as low-powered terminal facilities by 
adding a TACAN azimuth capability, and if necessary as a result of 
this study, the development of a low powered TACAN terminal aid. 


4. The above position and the resultant course of action is based upon the 
following significant facts: 


a. 


Technical facts: 

(1) Neither VOR/DME nor TACAN meet all stated requirements. 

(2) The TACAN system is potentially capable of meeting the military’s 
requirements for accuracy. 

(3) Present TACAN ground equipments are not sufficiently reliable 
for unattended operation. However, the AN/URN-3 is designed for 
operation with monitors, alarm circuits, and dual units arranged for 
automatic switchover in case of failure. 

(4) To inelude a voice channel capability in the TACAN system 
would preclude its present potential for data link utilization. 

(5) TACAN will probably have a wider cone of confusion than VOR. 

(6) It is technically feasible to convert present civil DME ground 
equipments to work with airborne TACAN equipment. Furthermore, 
reputable manufacturers have stated that commercialized versions of 
TACAN equipment can be provided within 2 years. 

(7) After presentation of the consultant’s report, Messrs. Newhouse 
and Skifter answered questions relating to its contents. During this 
period, several questions were asked related to adding pulsed azimuth 
to civil DME, adding CW azimuth to civil DME, and new developments 
compatible with civil DME. These consultants emphatically stated 
that any of these developments would be costly to the Government, would 
probably create a technically inferior system, and would create an 
intolerable time delay for development. 


. Operational factors: 


(1) The present Federal airways system of control is incapable of 
maintaining the desired safety of flight while expediting an increased air 
traffic load. Basically this deficiency stems from the lack of adequate 
radar coverage, insufficient peripheral communications, poor data display 
and handling, and insufficient manpower. Implementation of air 
traffic control procedures based on a distance measuring capability 
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appears meaningless at this time, primarily because there are too few 
airborne users. Furthermore, to make a substantial improvement in 
the air traffic control capability, distance measuring implementation 
appears to follow in priority the correction of the above-listed deficiencies 
in the present system. Because of this lower priority and the fact that 
air traffic control procedures must be based upon the equipments carried 
by the majority of the users, the cost of operating and maintaining civil 
DME facilities at this time could and should be better used to correct 
the higher priority deficiencies in present air traffic control. 

(2) Specifically, CAA has stated that 50 percent or more of the users 
must be equipped before distance measuring can be expected to con- 
tribute substantially toward improvement of the air-traffic-control 
problems. In view of this statement the following facts immediately 
become significant: , 

(a) Jet aircraft have an urgent requirement for a rho-theta 
navigation capability because their speeds and operating altitudes 
preclude effective use of the present report-over-fix procedures 
where such fixes are formed as intersections of azimuth courses. 

(b) Above 30,000 feet there is only military traffic. Between 
20.000 and 30,000 feet there is mixed airline and military traffic. 

(c) Because of extensive use of ‘on top” clearances by air traffic 
control for high-altitude, high-speed aircraft, which, in effect, 
requires the observance of visual flight rules, air traffic, practically 
speaking, is uncontrolled above 18,000 feet. 

(d) The military and the airlines state it would require 3 to 5 
years to buy and install airborne civil DME in a majority of their 
aircraft. 

(e) The military and the airlines comprise more than 80 percent 
of instrument air traffic in the United States. 

(3) An analysis of the above facts leads rather forcefully to a con- 
clusion that the civil DME can cause no appreciable improvement in 
air traffic control for 3 to 5 years. On the other hand, the introduction 
of distance in 1957 through the TACAN program would offer the follow- 
ing advantages: 

(a) The quickest means of getting distance-measuring equipment 
in the military aircraft. 

(b) The airlines could if desired obtain and install a TACAN 
type airborne equipment in a 3 to 5 year period. 

(c) The upper altitudes afford a stratified area where procedures 
for an area type of control can be effectively proved operationally. 

(d) Area control can be implemented at lower altitudes as other 
users are equipped for rho-theta navigation. 

(4) In an area type of control based on rho-theta information the 
size of the cone of confusion is relatively unimportant. 

+. Other factors: 

(1) Economically, the decision to adopt TACAN and to eliminate 
civil DME techniques at this point will result in the least cost to the 
Government. 

(2) Elimination of civil DME techniques at this point has four 
additional advantages: 

(a) Precludes additional investment by civil users for equipment 
and maintenance. 

(b) Avoids a serious channel availability and interference problem 
which could adversely affect the defense of the country. 

(c) Prevents a problem in discontinuing civil DME at some date 
in the future after many, no longer few, users may have installed 
civil DME airborne equipment. 

(d) Is a positive step toward a truly common system by insuring 
that the distance measuring capability will be based on a single 
technique, 

(3) Permits a continued existence and expansion of the VOR system 
to serve as the primary azimuthal Navaid until transition to the TACAN 
system. 

5. The undersigned members of the ANDB Advisory Committee No. 1 support 
the above position for the reasons listed. 
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Mitton W. Arnoup, ATA, 
J. L. Witson, USA. 

H. A. Frencn, USAF. 
James T. Pyrite, USN, 
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DECEMBER 22, 1954. 
CAA VORTAC PositI0on 


The following position is predicated on the facts that have been developed, 
including the consultants’ report, and avoids recommendations based on specula- 
tion. This position is, therefore, recommended for adoption as the position of the 
VORTAC Committee. The position is as follows: 

(a) The present VOR/DME program should be continued and expanded 
as necessary. 

(b) If any further development of TACAN is undertaken to resolve the 
problems so far identified, such development should be handled with the 
proper coordination of all concerned so that all of the stated agency require- 
ments may be given the proper attention. 

(c) If such a development program on TACAN can be successfully com- 
pleted, the results should then be reviewed by all concerned to determine if 
TACAN should be adopted for the common system. 

(d) Since the military have stated an immediate requirement for a limited 
number of TACAN installations for evaluation and other purposes, the plan- 
ning for these installations should be properly coordinated to avoid inter- 
ference with VOR/DME. 

The following is a brief résumé of some of the facts leading to the above position. 
These facts are essentially derived from or confirmed by the consultants’ report. 
The technical references given below are references to this report unless otherwise 
indicated. The most significant of these facts are: 

(a) The consultants estimate that the additional TACAN development will 
require a period of about 3 years. Assuming that this conservative estimate 
is valid, and since experience shows that a new system cannot be expected to 
be operationally available to all users for 10 years after completion of devel- 
opment, it is evident that the adoption of TACAN at this time would not 
result in an operationally available system before 1965—probably not before 
1968. TACAN, furthermore, cannot provide a voice channel and inherently 
has a wide cone of confusion. With respect to these two items, therefore, 
TACAN will not meet the stated requirements even after development is 
successfully completed. 

(6) The VOR/DME system is essentially in being. The VOR portion of 
the ground system is completely installed and commissioned except for such 
additions and modifications as are required from time to time, by operational 
needs. The DME portion of the ground system is essentially complete and 
can be fully commissioned within 1 year. A large percentage of the users 
are equipped with airborne VOR and equipment is available on the commer- 
cial market for those not yet equipped. Airborne DME equipment is avail- 
able and airborne implementation is dependent entirely on the desires of the 
users. 

(c) There is an immediate operational requirement for distance information. 
As indicated above, this requirement can be satisfied immediately with civil 
DME, subject only to user implementation. The adoption of TACAN, on 
the other hand, would prevent the satisfying of this operational requirement 
for at least 10 years. 

(d) With respect to the distance measuring functions, civil DME meets all 
of the stated requirements (vol. 1, p. 15, par. D). 

(e) With respect to the azimuth accuracy requirement, the consultants’ 
report states that TACAN appears to have more potentialities than VOR 
under certain military conditions (that is, shipboard use and field conditions 
requiring ability to set up a facility within 2 hours). Actual experience with 
VOR’s indicates that for civil fixed installations, proper conditioning of the 
site results in VOR accuracy of the same order as that anticipated with 
TACAN. Civil aviation does not require this potential accuracy (vol. 1, p. 5, 
item C—46, fig. 1, fig. 2, fig. 3). 


APPENDIX C 
[S. Con. Res. 16, 84th Cong., Ist sess.] 
CONCURRENT RESOLUTION 


Whereas the Government of the United States has long recognized that a single 
basic system of air navigation and traffic control, known as the common system, 
must be developed and installed in the United States which will satisfy the require- 
ments of all users to the greatest extent feasible; and 





ed, 
ila- 
the 


led 


the 
the 
ire- 


ym- 
e if 


ited 
lan- 
ter- 


ion, 
ort. 
wise 


will 
rate 
d to 
vel- 
not 
fore 
ntly 
fore, 
it is 


n of 
such 
onal 

and 
isers 
mer- 
vail- 
f the 


tion. 
civil 
y, on 
ment 


ts all 


ants’ 
VOR 
tions 
with 
f the 
with 
,p. 5, 


MILITARY PROCUREMENT OF AIR NAVIGATION EQUIPMENT 4] 


Whereas the Congressional Aviation Policy Board of the Eightieth Congress 
and the Special Committee Numbered 31 of the Radio Technical Commission for 
Aeronautics recommended and the appropriate Government agencies adopted and 
installed a system of air navigation facilities for the common use of military and 
civil aircraft operating within the United States, such common system being 
currently implemented by very high frequency omni-directional range and dis- 
tance measuring equipment air navigation facilities; and 

Whereas it appears that by joint action of the Departments of Commerce and 
Defense in the Air Navigation Development Board it has recently been proposed 
to substitute a different air navigation facility in the common system; and 

Whereas such proposal has been the subject of intense controversy and there is 
reason to believe that it may have been premature; and 

Whereas the implementation of the proposal at this time would drastically affect 
all elements of aviation in the United States and abroad; and 

Whereas all material and relevant facts relating to the present common system 
ey changes proposed thereto should be explored by the Congress: Now, therefore, 

it 

Resolved by the Senate (the House of Representatives concurring), That there is 
hereby established a joint committee to be composed of eight Members of the 
Senate (four from the majority party and four from the minority party) to be 
appointed by the President of the Senate after consultation with the chairmen 
and ranking minority member of the Senate Committees on Appropriations, 
Interstate and Foreign Commerce, Foreign Relations, and Armed Services, and 
eight Members of the House of Representatives (four from the majority party 
and four from the minority party) to be appointed by the Speaker of the House of 
Representatives after consultation with the chairmen of the House Committees 
on Appropriations, Interstate and Foreign Commerce, Foreign Affairs, and 
Armed Services. 

Sec. 2. Vacancies in the membership of the joint committee shall not affect the 
power of the remaining members to execute the functions of the joint committee, 
and shall be filled in the same manner as in the case of the original selection. The 
joint committee shall selest a chairman and a vice chairman from among its 
members. A quorum of the joint committee shall consist of eight members, 
except that the joint committee may fix a lesser number as a quorum for the 
purpose of taking testimony. 

Sec. 3. It shall be the duty of the joint committee to— 

(a) study thoroughly all aspects of the common system of air navigation 
in the United States and the use in that system of air navigation facilities; and 

(b) transmit to the Congress a report containing comprehensive state- 
ments of its findings and conclusions and its recommendations for the de- 
velopment, installation, operation, and improvement of the common system 
of alr navigation in the United States. 

Sec. 4. The joint committee, or any duly authorized subcommittee thereof, is 
authorized to hold such hearings, to sit and act at such places and times, to re- 
quire, by subpena or otherwise, the attendance of such witnesses and the produc- 
tion of such books, papers, and documents, to administer such oaths, to take such 
testimony, to procure such printing and binding, and to make such expenditures 
as it deems advisable. The cost of stenographie serv'ces to report hearings of the 
joint committee shall not be in excess of the amounts prescribed by law forre- 
porting the hearings of standing committees of the Senate. 

Sec. 5. The joint committee is empowered to appoint such experts, consult- 
ants, technicians, and clerical and stenographiec assistants as it deems necessary 
and advisable. The joint committee is authorized to utilize the reimbursable 
services, information, facilities, and personnel of the departments and establish- 
ments of the Government. 

Sec. 6. The executive branch of the Government is hereby requested to post- 
pone any action to implement any decision for the use of an air navigation facility 
in lieu of the very high frequency omni-directional range and distance measuring 
equipment air navigation facilities in the common system until the joint com- 
mittee completes its study and reports thereon to the Congress and the Congress 
bas acted upon sucn report. 

Sec. 7. The expenses of the joint committee, which shall not exceed $125,000, 
shall be paid from the contingent fund of the Senate upon vouchers signed by the 
Chairman. 

Sec. 8. The joint committee shall make an interim report to the Senate and 
House of Representatives not later than June 30, 1955, and shall make its final 
report to the Senate and House of Representatives not later than December 31, 
1955. At the end of the first month following the month in which the final 
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report is submitted, the joint committee shall cease to exist and all authority 
conferred by this resolution shall terminate, 


Passed the Senate May 5 (legislative day, May 2), 1955. 
Attest: 
Fe.tton M. Jounston, Secretary. 


AppenpiIx D 
Arr CoorpInatiInGc CoMMITTEE PROGRAM 


(The Air Coordinating Committee on April 20, 1955, issued the following 
announcement:) 

The following program has been unanimously agreed to by the interested 
Federal agencies in the Air Coordinating Committee, it was announced today 
by — Louis 8. Rothschild, Under Secretary of Commerce for Trans- 
portation: 


Unitrep Srates NATIONAL PROGRAM ON ELECTRONIC SHort Distance 
NAVIGATION SysTeEMS 


In view of the Military’s planned implementation of a tactical system, the 
divergence between the common civil military nontactical system and the tactical 
military system becomes obvious. Thus, a course of action must be devised 
which will minimize disruption to all aviation interests during this divergence, 
and arrive, to the extent possible, at a common civil-military system of navigation 
which provides for civil-military nontactical, as well as basic tactical operations. 
Appropriately, a statement of agreed program of the executive branch of the 
Government in regard to the implementation, development, and international 
plans of the United States for the short distance navigation system, is set forth 
as follows: 

I. THE DOMESTIC PROGRAM 


A. Interim military tactical program 


1. The military will proceed immediately to implement the minimum amount of 
TACAN necessary to meet military tactical requirements. These installations 
must avoid interference with the Radar Safety Beacon and DME. 

2. The proposed use of TACAN must be coordinated through the ACC agencies, 
and aircraft flights based on the system must be capable of being integrated into 
the operation of the Federal airways to minimize operational conflicts. Imple- 
mentation of TACAN will be in accordance with policy to be developed by ACC, 


B. The common system program 


1. The CAA continue the VOR/DME system, as hereinafter provided, until some 
succeeding common system has been adopted and installed on the Federal airways 
system. During the transition period, when a succeeding common system is 
being installed, priorities in frequencies or other areas of conflict shall be given 
to the succeeding system. 

2. The agencies of the Government responsible for the implementation or 
operation of any phase or phases of the present or a future common system 
program will consult with other interested agencies through the Air Coordinating 
Committee in the discharge of these responsibilities. Any implementation of 
DME will be carried out only in proper priority relationship to the other needed 
improvements in the system. 

3. Based on information now available, if TACAN is adopted for use in the 
succeeding common system, it is estimated that under such a program, VOR 
will be continued until 1965 and that DME will be continued until 1960. 


C. Common system development program 


1. Presently undetermined factors.—As a matter of first priority, the ANDB 
should study the following items and report and recommend to the ACC: 
~ A Py actual number of noninterfering channels which are available to 
(b) The number of TACAN channels required— 
(1) For the common civil-military system; 
(2) For the interim tactical system. 
(c) The relationship of TACAN to the continental air defense plans. 
2. Development of TACAN for possible common pete applications.—Con- 
currently and also as a matter of first priority, the ANDB should immediately 
plan and direct a program to complete the development of TACAN for possible 
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common system use. The ACC should be kept closely advised and will consider 
the problem of adoption of TACAN as the common system element as soon as 
technical progress warrants this action. 

8. Studies to determine technical feasibility of an alternate rho-theta system.— 
At the same time, but as a matter of second priority relative to items 1 and 2 
above, ANDB should conduct studies to determine the feasibility of developing 
a third rho-theta system which would meet all of the stated common system 
requirements. This alternate system could include portions of TACAN, DME, 
or any other rho-theta technique; the important factor being its capability to 
meet the stated common system requirements. The results of this study should 
be reported to the ACC, which will consider them in the light of the results of 
items 1 and 2 above. 

4. As on item of third priority, the ANDB should determine the feasibility of— 

(a) Improving low altitude coverage and minimizing site preparation of the 
VOR/DME. 

(b) Coaxial colocation of the VOR and TACAN antennas and of the VOR/ 
DME and TACAN antennas. 

(c) Converting civil DME ground equipment to serve as low-powered TACAN 
terminal facilities, 

Il. THE INTERNATIONAL PROGRAM 


The United States will, consistent with past practice, keep the member states 
of ICAO fully advised as to the progress of development, and the possibilities 
of future short range air navigation aids systems. The United States is con- 
tinuing extensive research and development on short-range aids. One of the 
aids under consideration is TACAN; therefore, [CAO will be provided as soon as 
possible with as complete information as possible on the technical and opera- 
tional characteristics of TACAN, with comments to the following effect: 

A. The United States has undertaken elaborate evaluation tests of TACAN 
with the view to investigating its suitability to replace VOR/DME as the short 
distance aid component of the common system. Information on significant results 
of this study will be sent to ICAO as it becomes available. 

B. Should the results of the study reveal clear and substantial advantages of 
TACAN over VOR/DME, the United States will propose that the members of 
ICAO consider substituting TACAN for VOR/DME in the appropriate ICAO 
standards. 

C. In any event, the United States plans to continue VOR service at its inter- 
national airports at least until 1965. However, if the United States decides 
to adopt TACAN as the short-distance aid to air navigation, it may not be able 
to continue DME service at its international airports beyond 1960. 

D. The United States will cooperate with ICAO or any member state of ICAO 
in such studies as may be undertaken in connection with TACAN. 


THE AIR COORDINATING COMMITTEE 


Louis S. Rothschild, Under Secretary of Commerce for Transportation, chair- 
man. 

Chan Gurney, member, Civil Aeronautics Board, vice chairman 

Samuel C. Waugh, Assistant Secretary of State for Economic Affairs 

George H. Roderick, Assistant Secretary of the Army 

James H. Smith, Jr., Assistant Secretary of Navy for Air. 

Roger Lewis, Assistant Secretary of the Air Force 

H. Chapman Rose, Assistant Secretary of Treasury 

E. George Siedle, Assistant Postmaster General 

Robert E. Lee, Commissioner, Federal Communications Commission 

J. Weldon Jones, economic adviser, Budget Bureau (nonvoting) 

Alvin B. Barber, consultant for transportation, Office of Defense Mobilization 
(nonvoting) 


APPENDIX E 
FiscaL SUMMARY 


A complete summary of the expenditures for both research and development 
and production of the TACAN system from 1947 till today is contained on the 
following sheets. 

Sheet 2 and 3 show a total of $9,540,528 spent for research and development 
of the TACAN system. 

Sheets 4 and 5 show a total of $165,506,764.14 spent for production of the 
TACAN system exclusive of installation costs. 
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For production of TACAN system the Bureau of Ships has under contract 
the following amounts for ground and ship installed equipments of AN/URN-3 
and necessary maintenance support: 





Total 
Contract No. Date quantity User and quantity User dollars 





N Obsr-57103 Sept. 20, 1954 18, 337, 883 
6, 057, 155 
38, 848, 862 
66, 500 

2, 173, 987 
65, 484, 385 




















A further breakdown of Bureau of Aeronautics procurement actions (sum- 
marized above) for AN/URN-3 is as follows: 





PD/ICF Date an 5 User and quantity an, 





Jan. 26,1952 2, 400, 000 
d 640, 000 

1, 903, 292 
819, 900 


6, 057, 155 




















1 Antennas only. 


In addition to the actual procurement’ of AN/URN-3 equipment the Bureau 
of Aeronautics has provided the following amounts to convert 11 AN/URN-3 to 
AN/MRN-16. 





Quantity User dollars 





PD-4642-54 and POAR-40713 262, 114 
ICF-33-55 and POA R-40710 385, 000 





Total 941, 074 





NOTE.— 

PD refers to Bureau of Aeronautics Procurement Directive. 

ICF refers to intrabureau citation of funds. 

POAR refers to project order action request. 

The AN/MRN-16 is a mobile air navigational aid consisting of an AN/URN-3 (TACAN) equipment 
instaniled in a van on an M-35 type truck, 
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46 MILITARY PROCUREMENT OF AIR NAVIGATION EQUIPMENT 


For production of TACAN system the Bureau of Aeronautics has under con- 
tract the following amounts for airborne equipment (AN/ARN-—21) and necessary 
maintenance support: 

















































Total . 
Contract No. Date quantity | For— | Cost Total cost 

NOas 61-1227r-_......- June 19, 1951 2,985 | Navy ......-... 1,350 O56, OU O08 5 Tse 
U.8. Air Force. 1,154 | 12,097, 957.20 |------ oo 
MDAP........ 422 | 5,402,193.63 | $33, 380, 153.08 
NOas 52-446r.--..-... Nov. 21, 1951 me erry... ~.5..6 Loe | 10, 01, Oe 76 |... .........,..-. 
U 8. Air Force. 2,112 | 17, 543,996.09 | 31, 335, 866. 84 
NOas 52-445r_...._-. Dec. 6, 1951 2,675 | Navy......-... 1 i FL Oe Git. 4) 1 ..... sees di-- : 
U.S. Air Force. 1,395 11, 279, 143.88 | 22, 954, 755. 29 
L/I NOas 52-260... ..-- Sept. 24, 1952 900 | Navy. .<..<..-- 250 2, 857, 464. 58 | 2, 857, 464. 58 
L/l NOas 52-1155__...}_-.-- OG. 5565 250 |..-..do.....---.. 250 | 2,744, 565.35 | 2, 744, 565. 35 

| } pn 
93, 272, 805. 14 











TEST EQUIPMENT 








NOas 51-1227r__.....-. | June 19, 1951 | 101 Navy...-...... 101 | $2,139, 000.00 2, 139, 000. 00 
| Dee. ETT Te ee eee RE > EAS ET EIT 1, 621, 500. 00 1, 621, 500. 00 
PD EN11-3002-55. ...|.....---- REA L canaaaune Sesnh Gsceacapetebtes.a tna be LEMS 





















ef OE. 6) eh ER SRM CUE SE ULF: Senter ch Arerelnae sae Se 5: ae SES $208, 000. 00 
TPE TORE RE SNARES RAE NEN SR ; STUN MAT Rg Sar Al eeer eee 225, 000. 00 
Tn tg fhe RAR TE RE RCRO ER WR Ree a & hears ae 1 535, 000. 00 


| 968, 000. 00 
















1 Total contract price but only 250,000 released. 





L/I indicates letter of intent. 
PD refers to Bureau of Aeronautics Procurement Directive. 








APPENDIX F 


Cory or A Lerrer Darep May 24, 1951, From tHe Direcror or THe BupGer 
TO THE SECRETARY OF DEFENSE 






EXEcUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BupDGeET, 
Washington, D. C., May 24, 1951, 
The honorable the SecrEeTARY OF DEFENSE. 


My Dear Mr. Secretary: For several years the Government and interested 
aviation groups have fully endorsed the policy of developing and installing a 
single basic system of aids to air navigation and traffic control which will satisfy 
the requirements of all users of the airspace to the maximum extent possible. 
This policy was adopted subsequent to studies carried out by the Radio Technical 
Commission for Aeronautics under ACC sponsorship, and by the Joint Research 
and Development Board at the suggestion of Mr. James E. Webb, then Director 
of the Budget. Although it has been recognized that tactical combat operations 
of the Air Force and Navy may occasion special requirements not readily met by 
a common system, nevertheless the common system has been accepted as a 
necessary objective to meet civil and military requirements. 

I understand that the Department of Defense now plans to establish separate 
and classified air-navigation aids for tactical purposes and that the Departments 
of Defense and Commerce have agreed to defer most of the long-range common 
system development work of the Air Navigation Development Board. I regard 
it as essential that the civil and military programs of air navigation and traffic 
contro] be closely coordinated. In order to avoid waste of funds and the con- 
fusion that may arise from the existence of separate systems, it would seem that 
tactical aids should not be established unless it can be demonstrated that,, all 
factors considered, these aids are so markedly superior to the common system 
aids that a departure from the common system objective is warranted, 
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I would appreciate it if you and the Secretary of Commerce would jointly 
arrange for a thorough reappraisal by outstanding Government and private 
technical experts of the validity of the common system objective, and inform me, 
for presentation to the President, of your joint proposals for maintaining effective 
coordination of your respective departmental programs for the development and 
installation of air navigation and traffic control aids. The use of impartial private 
experts would be of especial value in assessing the relative merits of the common 
system and proposed tactical navigation aids in meeting tactical requirements. 
Final development and service testing of the proposed tactical aids should be accelerated 
but procurement should be deferred until this evaluation has been completed." 

I am also writing to the Secretary of Commerce on this matter, and asking him 
to hold back the procurement of common system aids directly affected by the 
proposed tactical aids. 

Sincerely yours, 
F. J. Lawton, 
Director of Budget. 


1) Emphasis supplied. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES ~ { ‘  ‘Reporr 
Ist Session No. 745 


——. 





TRADE AGREEMENTS EXTENSION ACT OF 1955 





June 9, 1955.—Ordered to be printed 





Mr. Coorsr, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


{To accompany H. R. 1) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 1) to 
extend the authority of the President to enter into trade agreements 
under section 350 of the Tariff Act of 1930, as amended, and for 
other purposes, having met, after full and free conference, have 
agreed to recommend and do recommend to their respective Houses 
as follows: 

That the Senate recede from its amendment numbered 18. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 14, 15, 16, 
17, 19, 20, 21, 22, 23, 24, 25, 26, and 27, and agree to the same. 


Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

Restore the matter proposed to be stricken out by the Senate 
amendment, and in the House engrossed bill— 

On page 7, line 17, after “If” insert: (in order to carry out a 
foreign trade agreement entered into by the President on or after 
June 12, 1955) 

a page 7, line 20, strike out “(D) or (E)” and insert: (QC) 
or (D) 

On page 8, line 5, strike out “effect” and insert: equivalent 

On page 8, line 6, strike out “(iii)” and insert: (ii) 

And the Senate agree to the same. 
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2 TRADE AGREEMENTS EXTENSION ACT OF 1955 


Amendment numbered 28: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

Sec. 6. (a) Subsection (6b) of section 7 of the Trade Agreements 
Extension Act of 1951, as amended (19 U.S. C., sec. 1864 (b)), ts 
amended by adding at the end thereof the following: “Increased imports, 
either actual or relative, shall be considered as the cause or threat of 
serious injury to the domestic industry producing like or directly com- 

etitive products when the Commission finds that such increased imports 
ve contributed substantially towards causing or threatening serious 
injury to such industry.’’. 

(b) Section 7 of the Trade Agreements Extension Act of 1951, as 
amended (19 U. S. C., sec. 13864), is amended by adding at the end 
thereof the following new subsection: 

““(e) As used in this Act, the terms ‘domestic industry producing like 
or directly competitive products’ and ‘domestic industry producing like 
or directly competitive articles’ mean that portion or subdivision of the 
producing organizations manufacturing, assembling, processing, extract- 
ang, growing, or otherwise producing like or directly competitive products 
or articles in commercial quantities. In applying the preceding sentence, 
the Commission shall (so far as practicable) distinguish or separate the 
operations of the producing organizations involving the like or directly 
competitive products or articles referred to in such sentence from the 
operations of such organizations involving other products or articles.’’. 


And the Senate agree to the same. 


Amendment numbered 29: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29 and agree to the same with an amendment as 
follows: 

On page 6 of the Senate engrossed amendments, lines 7 and 8, 
strike out “the existence of such facts’ and insert in lieu thereof 
that the article is being imported into the United States in such quantities 
as to threaten to impair the national security 

And the Senate agree to the same. 

JERE Cooper, 

Joun D. DINGELL, 

W. D. Mitts, 

Tuomas A. JENKINS, 

Ricnuarp M. Simpson, 
Managers on the Part of the House. 

Harry F. Byrp, 

Watrter F. Georep, 

By Harry F. Byrd 

Rost. S. Kerr, 

E. D. Mi.urkin, 

Epwarp Martin, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 1) to extend the authority of the President to enter 
into trade agreements under section 350 of the Tariff Act of 1930, 
as amended, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

Amendment No. 1: Section 350 of the Tariff Act of 1930 authorizes 
the President to enter into foreign trade agreements with foreign 
governments or instrumentalities thereof. The House bill added 
language to section 350 specifically stating that this authority is 
authority to enter into agreements containing provisions with respect 
to international trade, including provisions relating to tariffs, to most- 
favored-nation standards and other standards of nondiscriminatory 
treatment affecting such trade, to quantitative import and export 
restrictions, to customs formalities, and to other matters relating to 
such trade designed to promote the purpose of section 350 similar to 
any of the foregoing, provided that no such provision shall be given 
effect in the United States in a manner inconsistent with existing 
legislation of the United States. The Senate amendment struck out 
the language added by the House bill. The House recedes. 

Amendment No. 2: This is a conforming amendment. The House 
recedes. 

Amendment No. 3: The House bill provided that the enactment of 
the bill shall not be construed to determine or indicate the approval or 
disapproval by the Congress of organizational provisions of any 
foreign trade agreement entered into under section 350. The Senate 
amendment provided that the enactment of the bill shall not be con- 
strued to determine or indicate the approval or disapproval by the 
Congress of the executive agreement known as the General Agreement 
on Tariffs and Trade. The House recedes. 

Amendments Nos. 4 and 9: In the ease of a trade agreement entered 
into under the existing provisions of section 350 of the Tariff Act of 
1930, any rate of duty may be decreased to a rate not lower than 50 
percent below the rate existing on January 1, 1945. Subparagraph 
(C) of section 350 (a) (2), as contained in the House bill, continued 
this authority for agreements entered into before June 12, 1955. 

Subparagraph (E) of section 350 (a) (2), as contained in the House 
bill, applied only with respect to a foreign trade agreement entered 
into by the President on or after June 12, 1955, to which the Govern- 
ment of Japan is a party and with respect to which notice of intention 
to negotiate was published on November 16, 1954 (19 F. R. 7379). 
In the case of suclr an agreement, if the President determines that 
such decrease is necessary in order to provide expanding export 
markets for products of Japan (including such markets in thir! 
countries), this subparagraph authorized a decrease in a rate of duty 


to a rate not lower than 50 percent below the rate existing on January 
1, 1945. 
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4 TRADE AGREEMENTS EXTENSION ACT OF 1955 





Senate amendment No. 9 struck out subparagraph (E). However, 
Senate amendment No. 4 added to subparagraph (C) authority to 
decrease any rate of duty to a rate not lower than 50 percent below 
the rate existing on January 1, 1945, to carry out the foreign trade 
agreement involving Japan. The House recedes on amendments 
Nos. 4 and 9. 

Amendment No. 5: This is a clerical amendment. The House 
recedes. 

Amendment Nos. 6, 7, and 8: Subparagraph (D) of section 350 
(a) (2) of the Tariff Act of 1930, as amended by the House bill, fixed 
maximum limits on decreases in rates of duty which may be made to 
carry out trade agreements (other than the agreement involving 
Japan) entered into on or after June 12, 1955. A rate of duty could 
be reduced under the three alternative methods provided in clauses 
(i), (ti), and (iii). 

Clause (i) authorized decreases in any rate to 15 percent below the 
rate existing on July 1, 1955. Senate amendment No. 6 changed the 
July 1, 1955. date to January 1, 1955. The House recedes. 

Clause (ii) authorized decreases in any rate to 50 percent of the 
rate existing on January 1, 1945, on products which are normally not 
imported into the United States or which are normally imported in 
negligible quantities. Senate amendment No. 7 eliminated this 
authority. The House recedes. 

Clause (iii) authorized decreases in rates of duty which are higher 
than 50 percent ad valorem (or equivalent) to 50 percent ad valorem 
(or equivalent). Senate amendment No. 8 redesignated clause (iii) 
as clause (ii). The House recedes. 

Amendment No. 9: For explanation of the effect of this amendment, 
see explanation of amendment No. 4. 

Amendment No. 10: This is a clerical amendment. The House 
recedes. 

Amendments Nos. 11 and 12: These amendments conform the bill 
to oe change in dates made by amendment No. 6. The House 
rececles. 

Amendment No. 13: Subparagraph (D) of section 350 (a) (3) of the 
Tariff Act of 1930, as contained in the House bill, authorized the 
President in making changes in rates under the section to round out 
rates of duty within the limits specified in the bill. Senate amendment 
No. 13 struck cut this provision. The House recedes with technical 
and conforming changes. 

Amendment No. 14: The House bill contained a provision requiring 
the President, in exercising his authority under section 350 of the 
Tariff Act of 1930, to avoid, to the maximum extent he deems practic- 
able and consistent with the purpose of section 350, the subdivision 
of classification categories. Senate amendment No. 14 struck out 
this provision. The House recedes. 

Amendments Nos. 15, 16, and 17: These are clerical amendments. 
The House recedes. 

Amendment No. 18: This is a clerical amendment. The Senate 
recedes. 

Amendments Nos. 19 and 20: These are clerical amendments. The 
House recedes. 

Amendment No. 21: This amendment conforms the bill to the 
change in dates made by amendment No. 6. The House recedes. 
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0 map No. 22: This is a clerical amendment. The House 
recedes. 

Amendment No. 23: Subparagraph (C) of section 350 (c) (2), as 
contained in the House bill, provided that if the trade agreement in- 
volving Japan was entered into before July 1, 1955, the rate of duty 
on any article included in such agreement was (for purposes of the 
provisions relating to the 15-percent decrease authority) to be con- 
sidered to be the rate “existing on July 1, 1955”. The Senate amend- 
ment struck out this provision. The House recedes. 

Amendments Nos. 24 and 25: These are clerical amendments. 
The House recedes. 

Amendment No. 26: This amendment added a provision to section 
350 (e) of the Tariff Act of 1930 requiring the Tariff Commission to 
continue to make the report to Congress on the operation of the trade 
azreements program which is now being made under Executive order. 
The House recedes. 

Amendment No. 27: The last sentence of section 7 (a) of the Trade 
Agreements Extension Act of 1951 (which relates to escape clause pro- 
ceedings) now provides that the Tariff Commission shall transmit to 
the Committee on Finance of the Senate, and to the Committee on 
Ways and Means of the House of Representatives, an exact copy of 
its report and recommendations to the President. Such copy is to be 
transmitted within 60 days (or sooner if the President has taken 
action under sec. 7 (ce) of such act). 

This amendment replaced the last sentence of section 7 (a) of such 
act. Under the amendment the Tariff Commission is required to 
make public immediately its findings and recommendations to the 
President, including any dissenting or separate findings and recom- 
mendations, and to cause a summary thereof to be published in the 
Federal Register. The House recedes. 

hs ga No. 28: This amendment adds a new section 6 to 
the bill. 

Subsection (a) of the new section 6 amended section 7 (b) of the 
Trade Agreements Extension Act of 1951 by adding the following: 
Increased imports, either actual or relative. shall be considered as the cause or 
threat of serious injury to the domestic industry producing like or directly com- 
petitive products when the Commission finds that such increased imports have 
contributed materially to the serious injury or the threat of serious injury to such 
industry 

Under the conference agreement the words “‘contributed materially 
to the serious injury or the threat of serious injury to such industry” 
are replaced by the words “contributed substantially towards causing 
or threatening serious injury to such industry”’. 

It is the consensus of all the conferees on the part of both the 
House and the Senate that, for purposes of the language added to 
section 7 (b) of the Trade Agreements Extension Act of 1951 by this 
amendment, increases in imports are not to be set apart from other 
relevant factors and dealt with on an exclusive basis. ‘The Tariff 
Commission must look at all the factors listed in the first sentence 
of section 7 (b) of such act, and at all other relevant factors. and 
(in order that the amendment may apply) must find (1) that imports 
(either actual or relative) have increased as a result, in whole or in 
part, of the duty or other customs treatment reflecting the trade 
agreement concession; (2) that there has been serious injury or threat 
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of serious injury to the domestic industry; and (3) that the increased 
imports have contributed substantially toward causing or threatening 
the serious injury. 

Subsection (b) of the new section 6 added by Senate amendment 
No. 28 related to the definition of the terms “domestic industry pro- 
ducing like or directly competitive products” and “domestic industry 
producing like or directly competitive articles’ for purposes of the 
“peril point” and ‘escape clause’”’ provisions. 

Under the first part of the definition, as contained in the Senate 
amendment, these two terms were defined to mean— 
that portion or subdivision of the producing organizations manufacturing, as- 
sembling, processing, extracting, growing, or otherwise producing like or directly 
competitive products or articles. 

Under the conference agreement this language is retained but with 
the requirement that the production be in commercial quantities. 

The second part of the definition, as contained in the Senate amend- 
ment, would have included within the definition of the two terms 
provisions relating to the production of raw materials or other com- 
ponents of such competitive products or articles. The conference 
agreement eliminates this part of the definition. 

The conference agreement also replaces the last sentence contained 
in the Senate amendment with a sentence providing that in applying 
the defined terms, the Tariff Commission shall (so far as practicable) 
distinguish or separate the operations of the producing organizations 
involving the like or directly competitive products or articles from the 
operations of such organizations involving other products or articles. 

Although the amendment uses the plural in referring to “producing 
organizations’’, the provisions of this amendment are equally applica- 
ble with respect to any industry for which there is only one producing 
organization. 

Amendment No. 29: This amendment added a new subsection to 
section 2 of the act of July 1, 1954 (which act provided a 1-year 
extension of the sec. 350 authority), reading as follows: 

(b) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President,’and if the President 
agrees that there is reason for such belief, tha President shall cause an immediate 
investigation to be made to determine the facts. If, on the basis of such investi- 
gation, and the report to him of ‘the findings and recommendations made in 
connection therewith, the President finds the existence of such facts, he shall take 
such action as he deems necessary to adjust th: imports of such article to a level 
that will not threaten to impair the national security. 

The House recedes with a clarifying amendment striking out “the 
existence of such facts’ in the second sentence and inserting “that 
the article is being imported into the United States in such quantities 
as to threaten to impair the national security”’. 

In connection with amendment No. 29, it is the understanding of 
all the conferees, both House and Senate, that it is not intended to, 
and does not, diminish or impair any authority the President may 
have under other law. For example, it was emphasized that if the 
President sees fit to stockpile critical materials under any other law, 
that action may be taken wholly aside from the authority contained 
in this amendment. Conversely, action under the new provision may 
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- taken wholly aside from the authority contained in any other 
aw. 

It is also the understanding of all the conferees that the authority 
granted to the President under this provision is a continuing authorit 
and that prior action taken under this provision may be modi * 4 
suspended, or terminated in the light of changed circumstances, 

JERE Cooper, 

Joun D. DiInGELL, 

W. D. Mitts, 

THomas A. JENKINS, 

Ricnarp M. Simpson 
Managers on the Part of the House: 
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84TH ConGrREss } HOUSE OF REPRESENTATIVES { Report ’ 
1st Session No. 746 





REQUESTING THE SECRETARY OF STATE TO TAKE ACTION TO 
CARRY OUT CERTAIN RECOMMENDATIONS OF THE SELECT 
COMMITTEE ON COMMUNIST AGGRESSION 





Jung 9, 1955.— Referred to the House Calendar and ordered to be printed 





Mr. Dopp, from the Committee on Foreign Affairs, submitted the 
following 


REPORT 


[To accompany H. Res. 183] 


The Committee on Foreign Affairs, to whom was referred the reso- 
lution (H. Res. 183) requesting the aaeaper of State to take action 


to carry out certain recommendations of the Select Committee on 

Communist Aggression, contained in its report made at the close of 
the 83d Congress, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 
ass, 

On March 22, 1955, six identical resolutions were introduced and 
referred to the Committee on Foreign Affairs. Those resolutions 
were House Resolution 183 by Hon. Thomas J. Dodd, House Reso- 
lution 184 by Hon. Ray J. Madden, House Resolution 185 by Hon. 
Alvin M. Bentley, House Resolution 186 by Hon. Patrick J. Hillings, 
House Resolution 187 by Hon. Thaddeus M. Macbhrowicz, and 
House Resolution 188 by Hon. Michael A. Feighan. Each resolution 
requests the Secretary of State— 

(1) To transmit copies of the select committee reports, in- 
cluding the summary report, to each member of the United 
Nations. 

(2) To formulate an appropriate resolution naming the Soviet 
— as aggressor against the nations enslaved by communism; 
an 

(3) To instruct our representative to the United Nations to 
take immediate steps to place such resolution on the agenda of 
the General Assembly for early action. 

This resolution resulted from the work of the House Select Com- 
mittee on Communist Aggression, 83d Congress. That committee 
held 50 public hearings in the United States and Europe, taking the 
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2 REQUEST SECRETARY OF STATE TO TAKE ACTION 


oral testimony of 335. persons, most. of whom were eyewitnesses to. 
Communist aggression against the enslaved nations and people of 
central and Eastern Europe. More than 1,500 individual depositions, 
exhibits, documents, and other authoritative evidence were also 
received by the committee during this period. 

All the witnesses appearing before the committee did so voluntarily ; 
in no case was the power of subpena exercised. The witnesses were 
carefully investigated for credibility. They were sworn and sub- 
jected to cross-examination. The proceedings were judicial in nature 
wherein the parties were the victim nations versus Red tyranny. 

At a point in the investigation conducted by the House select 
committee, when a pattern of aggression began to take shape in the 
minds of the committee members, an invitation to appear before the 
committee was extended to Mr. Andrei Vishinsky who, at that time, 
was chief of the delegation of the U. S. S. R. to the United Nations. 
The committee extended this invitation to Mr. Vishinsky because of 
corroborated evidence which was presented to the committee impli- 
cating him as a major agent in carrying out many important phases 
of Communist aggression. In its invitation, the committee made it 
clear to Mr. Vishinsky that he would be afforded every opportunity 
in appearing before the committee to refute the evidence presented 
against the Union of Soviet Socialist Republics, and that due weight 
and full consideration would be given to the evidence he might pre- 
sent to the contrary. It is regretted neither Mr. Vishinsky nor 
anyone designated by the U. S. S. R. accepted the invitation to 
appear before the committee to refute these charges. 

After the completion of the 50 public hearings, the select committee 
produced 27 reports, 11 of which were interim reports, embodying the 
testimony of witnesses and 15 of which were special reports covering 
the Communist takeover and occupation of each separate nation. 
A summary report was also issued which set forth basic findings, 
conclusions, and recommendations of the committee. 

The committee sought at all times to be bipartisan in the conduct 
ef its hearings and in the discharge of its responsibilities under H. R. 
246 and 438, 83d Congress. The committee sought only that evidence 
from persons whose honesty and integrity were assured and received 
only those documents and written exhibits which could be corroborated 
from other evidence of separate sources. Moreover, it is significant 
that all 27 reports of the committee were unanimous. 

a committee in its basic findings held, among other things, 
that— 

(1) The objective of Communist aggression is to destroy 
civilization as we know it and to replace it with a planned exist- 
ence from which will emerge the new Soviet man completely 
responsive to the masters of the universal superstate. 

(2) No pretext is too insignificant, if the Soviet Union is con- 
vinced the proper time has arrived, to serve as an excuse for an 
action of armed aggression. 

(3) No nation, including the Russian Federated Soviet Socialist 
Republic, has ever voluntarily adopted communism. Com- 
munism takes over by force of arms or threat of force by the 

Red army, controlled as it is by Communist political commissars 
and the MVD. 
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The select committee noted among its conclusions that— 


the Kremlin is now engaged in an all-out propaganda offensive as the advocates 
of peaceful coexistence between the Communist empire and the free world in 
order to gain time, delude the free world as to its real intentions, divide and destroy 
the free world alliances and thus prepare the way for world war III. 


It warned that— 


there has been a dangerous oversimplification of the courses of action open to us 
in the present world crisis; either preventive war or peaceful coexistence. The 
committee rejects both these courses of action as alien to the national interest. 


The committee also concluded that— 


the theory which holds that if the United States takes positive and overt action 
against the Communist conspiracy a new world war would result has tended to 
paralyze action and destroy the creative initiative of freemen. The committee 
rejects this theory and concludes the overwhelming evidence points to the opposite 
conclusion. 

After a most careful review of all the evidence at hand, the com- 
mittee concluded that the time was never more opportune or the 
world situation more demanding for a bold, positive, political offensive 
by the United States and the entire free world as the only course 
which gives reasonable hope for avoiding all-out war. 

It is clear therefore that the overriding consideration within the 
Select Committee To Investigate Communist Aggression was to pre- 
vent world war III. Its members were convinced beyond any doubt 
that world war III with all its horror, devastation, and human 
suffering would result from the present trend in world affairs unless 
the United States launched a positive bipartisan political offensive 
against the international conspiracy of communism. 

The committee then made an examination of the public organs and 
instruments available in the cause of preventing World War IIL. 
The United Nations was recognized immediately as the primary 
organ established by the nations of the world for the purpose of 
preventing war. 

The United Nations was created not only for the great powers but 
for all nations and all people who wish to gather in a spirit of good 
will to seek a just solution to international problems. The United 
Nations Charter itself states that its aim is— 
to reaffirm faith in fundamental rights, in the dignity and worth of the human 
person, in the equal rights of men and women and of nations large and small. 
Certainly the findings of the select committee are in keeping with 
this origina] intent. 

The United Nations therefore was determined to be the most 
appropriate forum to make known to all the world the destruction of 
national freedom, the degradation of human rights, and imminent 
threat to world peace caused by Communist aggression against and 
occupation of once free and sovereign nations. 

It is our clear duty, in the name of humanity, and in support of 
the political principles upon which the United States of America is 
founded, that we bring to the attention of all the nations and people 
of the world, the evidence which Congress has assembled on the 
subject of Communist aggression. 

As a member nation it is our duty to present such findings to the 
United Nations so that they may have an opportunity to dissect and 
to judge the conclusions upon which those findings are based and to 
consider the evidence which led to those findings. 
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4 REQUEST SECRETARY OF STATE TO TAKE ACTION 


Pn ancient phrase of the truth and the whole truth holds here 
indeed. 

The withholding of the irrefutable evidence resulting from the 
extensive work of the select committee would be a disservice to the 
cause of peace and of freedom. 

Having presented this evidence before all the nations of the world, 
in the form of the official reports of the House select committee, the 
judgment thereon will then be firmly fixed upon the conscience of 
all mankind. 

The eyes of many peoples are upon the fate of this resolution and 
the hearts of many are attuned to its innate sense of ultimate justice. 

To decline to present the findings to the United Nations would be 
a diplomatic crime against the very spirit of that organization. It 
would be a desertion of the intent of the Congress of the United 
States and of the desires of the American people. 

If we refuse to present such findings to the United Nations we will 
be declining to accept our responsibilities as a democratic government 
and we will weaken the spirit of liberty wherever it still dwells through- 
out the world. 

The free world cannot afford to relax its vigil nor sublimate its 
devotion to facts and honest conclusions until the Communist con- 
spiracy has been disarmed and defeated. The advocates of delicate 
diplomacy may feel that such dalliance is profitable, but the profit 
can only accrue to those who would render the United Nations ineffec- 
tive and inept in its mission. 

For the above reasons and in support of the thorough and objective 
study of Communist aggression completed by the House select com- 
mittee, the Committee on Foreign Affairs considered House Resolution 


O 


183 and reports it favorably. 





84TH CoNGRESS \ HOUSE OF REPRESENTATIVES | Rept. 746 
Ist Session Part 2 








REQUESTING THE SECRETARY OF STATE TO TAKE 
ACTION TO CARRY OUT CERTAIN RECOMMENDATIONS 
OF THE SELECT COMMITTEE ON COMMUNIST 
AGGRESSION 





June 14, 1955.—Ordered to be printed 





Mr. Vorys, from the Committee on Foreign Affairs, submitted the 
following 


MINORITY VIEWS 


{To accompany H. Res. 183] 


We are in favor of a positive bipartisan political offensive against 


world communism. 

We believe this resolution will have a negative, not a positive, result 
in such an offensive. Therefore we are opposed to House Resolution 
183. As Secretary Dulles says, it would be ‘‘counterproductive.” 

General Sarnoff, in his program for a political offensive against 
world communism, says (p. 28): 

The objective must aim to achieve dramatic victories as swiftly as possible, 
as a token of the changed state of affairs. * * * Propaganda, for maximum effect, 
must not be an end in itself. Words that are not backed up bv deeds, that do not 
generate deeds, lose their impact. The test is whether they build the morale of 
friends and undermine the morale of foes. 

Applying these tests to this proposal to have the United Nations 
condemn the U.S. S. R. as an aggressor, what are the chances for a 
swift dramatic victory? What will be the impact of a failure of this 
effort on the morale of our friends, both inside and outside the Iron 
Curtain? The answers are obvious, and demonstrate why this 
resolution should go no further. 

The diplomatic, the military implications of the action proposed by 
this resolution are far-reaching, but the Committee on Foreign 
Affairs refused to hear any State or Defense Department witnesses 
before acting on this resolution. The only witnesses in the brief 
hearings were members of the select committee. The committee 
report on this resolution does not contain or even refer to the adverse 
report from the State Department, which we have included at the 
end of our statement. 
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2 : REQUEST SECRETARY OF STATE TO TAKE ACTION 


Our President, our two living ex-Presidents, our Secretary of State, 
our military leaders, are all opposed to the course of action this resolu- 
tion would have the House request. We believe that any effective 
— offensive against communism requires a little teamwork. 

he;House no doubt has a right to request Executive action. In 
past;years the House has teamed up with the Executive in passing 
“sense” resolutions opposing entry of the Red Chinese into the 
United Nations and seeking a United Nations embargo against Red 
China. As a propaganda project, however, it is “counterproductive”’ 
to have the House formally and officially request action against com- 
munism when it knows in advance the adverse views of the executive 
branth, which has the responsibility of implementing the action. 

How will this, as General Sarnoff says, “build the morale of friends 
and undermine the morale of foes’’? 

Our country is now launched on a vast, complicated, risky, political 
offensive against world communism, leading up to and away from the 
Four Power meeting at the summit. Our ultimate goal is no secret-— 
just peace and freedom for all mankind. The plays we make in driv- 
ing toward that goal are not all announced in advance. We must not 
deliberately call openly for losing plays. We cannot have too many 
quarterbacks. In warfare, hot or cold, in political campaigns, as in 
foothall, teamwork and timing are needed. For the House to ap- 
prove House Resolution 183 would be bad timing and poor teamwork. 

While we have not taken time to secure additional names on this 
report, other members of the Foreign Affairs Committee, both Repub- 
licans and Democrats, are opposed to House action on House Resolu- 
tion, 183. 

We attach hereto correspondence of the State Department on 
House Resolution 183 and statements of ex-Presidents Hoover and 
Truman on Russia and the United Nations. 

. Joun M. Vorys. 
Frances P. Bourton. 
Donatp L. Jackson. 
Kart M. LeCompre. 


DEPARTMENT OF Strate, 
Washington, D. C., April 18, 1958. 
The Honorable James P. RicHarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 


Dear Mr. Ricwarps: Reference is made to your letter of March 23, acknowl- 
edged March 25, requesting comments on House Resolution 183. The resolution 
refers to the report of the Select Committee on Communist Aggression and re- 

uests the Secretary of State to instruct the United States representative to the 

Jnited Nations to transmit copies of these reports to each member of the United 
Nations. It further requests the Secretary of State to instruct the United States 
representative to the United Nations to formulate a resolution based upon the 
findings, conclusions, and recommendations of the committee’s report ‘‘naming the 
U. 8. 8. R. as an aggressor against the nations enslaved by communism”’ and “‘to 
take immediate steps to place such resolution on the agenda of the General As- 
sembly for early action.” 

The Department of State shares the concern expressed in the resolution with 
respect to the serious implications for the maintenance of world peace resulting 
from the aggressive policies of the U. 8.8. R. The work of the select committee 
is most valuable in exposing the details of Soviet policies and techniques in con- 
nection with the establishment of Communist regimes in a number of satellite 
countries. 
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REQUEST SECRETARY OF STATE TO TAKE ACTION 3 


We agree that it is desirable to give wide circulation to the reports of the select ~ 


committee. The United States representative to the United Nations, on instruc- 
tions from the Department of State, has already transmitted copies of the select 
committee’s report to all members of the United Nations. The only part of the 
report of the select committee which was not circulated was the section entitled 
“Summary Report,’”’ which contains the committee’s recommendations to the 
executive branch. It was not considered appropriate to bring recommendations 
from the legislative branch to the attention of foreign governments. Thus, the 
first action proposed in House Resolution 183 has substantially been taken. 

With respect to the request that a resolution ‘naming the U. 8. S. R. as an 
aggressor against the nations enslaved by communism” prepared and placed 
on the agenda of the General Assembly for early action, it is the view of the 
Department of State that such action would not bring about the desired result— 
a clear indictment of the U. 8. S. R. for its policies of aggression and subversion, 

In the first place, many of the events which were studied by the select committee 
occurred a number of years ago, in many cases before the establishment of the 
United Nations and in some instances long before World War II. Many mem- 
bers would seriously question the wisdom and even the authority of the United 
Nations to embark upon an inquiry into such matters. It is doubtful whether 
opposition based upon this position could be overcome, particularly to the extent 
necessary to make decisive United Nations action possible. 

In the second place, any effort by the United Nations to investigate and judge 
the conditions by which constituent parts of the U. 8. 8S. R. were incorporated into 
that country, regardless of how this incorporation occurred, might be looked upon 
by some members as an invasion of the domestic jurisdiction of the U. 8. 8. R. 
and consequently contrary to article 2 (7) of the United Nations Charter w) h 
forbids the organization to intervene in matters essentially within the domestic 
og mar rom of any member. The basis for this constitutional objection would 

the fear of these members that such action might eventually become a precedent 
that would be used to support international action in other cases involving the 
way in which states extended their jurisdiction over contiguous areas in the 
process of national growth. In this connection, members would also be influenced 
by the fact that, at the time the United Nations was established, all the constituent 
oe studied by the select committee were known to be under Soviet control. 

hird, notwithstanding what the facts may actually reveal, such countries as 
Albania, Bulgaria, Poland, Rumania, Czechoslovakia, and Hungary, which the 
select committee studied, would strongly contend that they are independent 
states, that their Communist governments were freely chosen, and tnat their 
association with the U. 8. S. R. is simply one of friendly alliance characterized 
by mutual respect for each other’s independence. A vigorous assertion that no 
aggression ever occurred, made by the alleged victims, would make it difficult to 
convince delegations less knowledgeable in Communist strategy and tactics than 
ourselves of the need for Assembly action. 

Fourth, many members oppose consideration of so-called cold war issues in 
the United Nations because they believe it increases international tensions with- 
out producing constructive results. An effort to indict the U. S. S. R. for aggres- 
sion would be so regarded. 

In these circumstances it is unlikely that a resolution naming the U. 8S. S. R. 
as an aggressor against the nations enslaved by communism could obtain majority 
support. Moreover, if such action were nevertheless undertaken and a resolution 
subsequently adopted by a small majority, possibly with its language weakened 
for the sake of obtaining necessary support, the work of the salect committee 
would be depreciated, and the Assembly’s action would be far less decisive than 
the situation studied by the select committee actually warrants. The Com- 
munists could also be expected to capitalize upon the apparent breach in free 
world unity. It is even conceivable that the Assembly would not adopt any 
resolution whatsoever. Such a failure to obtain action could adversely affect 
the present positive propaganda value of the select committee’s work. 

Our experience lentes that the United States can most effectively expose the 
aggressive threat of Soviet communism by taking advantage of specific cases 
arising out of current situations, most of which involve facts about which all 
members have first-hand knowledge. For example, during the Ninth General 
Assembly, in the discussion of the items introduced by the Soviet bloc accusing 
the United States of aggression in the Far East and of violation of freedom of the 
seas, our delegation successfully demonstrated that the real aggressors were the 

inese Communists, supported by the Soviet Union. In this way the United 
States continues to expose before the United Nations the machinations of the 
Communist conspiracy.. i 
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4 REQUEST SECRETARY OF STATE TO TAKE ACTION 





In combating ‘Soviet propaganda offensives, we have found it extremely useful 
to incorporate selections from such material as that prepared by the select com- 
mittee in official speeches to illustrate the long-continued flouting of international 
obligations and standards of conduct by the U. 8. 8. R. At the Assembly next 
fall, as in the past, our delegation will exploit every appropriate opportunity to 
expose aggressive communism, and in this process the select committee’s reports 
will be most valuable. Their use in the United Nations will complement efforts 
already underway in our overseas information program to publicize the commit- 
tee’s findings. We also hope that other members, all of whom received copies of 
the committee’s reports, will make good use of them in their own speeches. 

In light of the above observations, it is the view of the Department of State 
that adoption of the proposed resolution would be counterproductive in our mutual 
ekg to expose aggressive Sovict communism, in the United Nations and else- 
where. 

Sincerely yours, 













Turvuston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 












ConGREss OF THE UNITED Srartes, 
House or REPRESENTATIVES, 
Washington, D. C., June 9, 1958. 






The Honorable Joun Foster Dutuss, 
Secretary of State, 
Department of State, Washington, D. C. 

Dear Mr. Secretary: I request your comments on House Resolution 183, 
requesting the Secretary of State to take action to carry out certain recom- 
mendations of the Select Committee on Communist Aggression, contained in 
its report made at the close of the 83d Congress. 

This resolution was introduced on March 22, 1955, and referred to the Com- 
mittee on Foreign Affairs. 

In response to a letter from the chairman requesting comments, Assistant 
Secretary of State Thruston B. Morton wrote the chairman on April 18, 1955, 
commenting on the resolution and concluding, “it is the view of the Department 
of State that adoption of the proposed resolution would be counterproductive in 
our mutual efforts to expose aggressive Soviet communism, in the United Nations 
and elsewhere.” 

When House Resolution 183 came before the committee for consideration, I 
requested that, in view of the adverse report, witnesses from the Department of 
State be heard before the committee acted on the resolution. On May 12 the 
Committee on Foreign Affairs, by a divided vote, reported out the resolution 
without hearing witnesses other than Members of Congress. The resolution was 
reported to the House today. I have not seen a copy of the report accompanying 
the resolution. 

I have felt that this resolution was most untimely. In view of the present 
situation and immediate future developments, I would like to have your views 
on the resolution as promptly as possible for my own benefit and for consideration 
by other Members of the House. 

Sincerely, 



























Joun M. Vorys. 





DEPARTMENT OF STATE, 
Washington, June 10, 1956. 





The Honorable Joun M. Vorys, 
House of Representatives. 


Dyar Jonn: I hasten to reply to your letter of June 9, 1955, requesting my 
views concerning House Resolution 183. This resolution refers to the report 
of the Select Committee on Communist Aggression and requests the Secretary of 
State to instruct the United States representative to the United Nations to 
transmit copies: of the report to each member of the United Nations and to 
formulate and place on the agenda of the General Assembly a resolution “naming 
the U.S. 8. R. as an aggressor against the nations enslaved by communism.” 

As you know, the Department’s views on this resolution were submitted by 
Mr. Morton to Representative Richards in a letter of April 18, 1955. As Mr. 
‘Morton indicated, Ambassador Lodge has already transmitted copies of the select 
committee’s report, except for the section containing the committee’s recom- 
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mendations to the executive branch, to all members of the United Nations. — 


The letter pointed out, however, that the action proposed by the committee, 
namely, a clear indictment of the U. S. S. R. for its policies of aggression and 
subversion, is not likely to succeed and that, in the view of the Department, to 
attempt it would be counterproductive. Mr. Morton enumerated the serious 
obstacles in the way of attaining the committee’s objective in the General As- 
sembly. I have no reason to believe that recent developments have in any way 
lessened these difficulties. It is indeed likely that the prospective Four-Power 
meeting this summer will increase the reluctance of a number of countries to 
support such action and they would not consider it useful now to place the matter 
on the agenda. 

Much as I value the committee’s illuminating exposure of Soviet policies and 
techniques in the establishment of Communist government in the satellite states, 
I am compelled to express my deep concern that the adoption of the proposed 
resolution would hinder rather than assist our mutual efforts to combat these 
Soviet practices. Moreover, its passage at this time would be widely interpreted 
as an effort to prejudice the forthcoming Four Power negotiations. 

Needless to say, the Department of State will continue to take advantage of 
every opportunity in the United Nations and elsewhere to expose the aggressive 
threat of Soviet communism. In this continuing effort, we shall of course rely 
heavily on the valuable information contained in the committee’s report. 

Sincerely vours, 
Joun Foster Duties. 


Excerpts From Testimony oF Presipents Harry 8. TruMAN AND HERBERT 
Hoover Brrore THE SENATE COMMITTEE ON ForREIGN RELATIONS 
SUBCOMMITTEE ON THE UNITED NATIONS CHARTER 


Mr. Truman (April 18, 1955): 

“‘Advantage of Soviet membership in the U. N. 

“We knew at the time the United Nations was created that we were having 
difficulties with the Soviet leaders and that our difficulties might increase. We 
were determined, nevertheless, to go ahead with the creation of the United 
Nations and to get the Soviet Union into it, committed to the principles of inter- 


national peace which are expressed in the charter. Without such a commitment 
on their part, we believe that the United Nations would not be successful. Look- 
ing back now, I think this was the correct course. We were striving to prevent 
the East-West split which has now become known as the cold war. We were 
striving to set up an organization which would bridge the split. Of course, no 
charter, no constitution can wipe out a power conflict. We must not blame the 
United Nations for all the bad things that have happened outside the United 
Nations and in violation of its principles. Soviet membership in the United 
Nations has been an advantage to the cause of peace, because the peoples of the 
world have been able to compare the Soviet’s conduct to the standards of inter- 
national peace laid down in the charter and to see that the Soviets have violated 
the basic ideals of mankind.” 

Mr. Hoover (April 21, 1955, answering a question by Senator Smith): 

“Senator, at one time I made a suggestion that either the Russians be asked 
to retire in order to give free entry to 14 nations which they have excluded, and 
in order that we might have a more unified front among free nations, and I sug- 
gested that if it was not possible to get them out of the United Nations, we might 
consider a new organism to include only the free nations. I don’t think at the 
present moment in view of conflicts which have developed among free nations 
that either course would be workable. My own conclusion is that we have to 
go on and worry with the Russians and with the hope that things may be better 
sometime. In any event, we have the opportunity of exposing them in five 
languages all at once.” O 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 747 





PUBLIC WORKS APPROPRIATION BILL, FISCAL YEAR 1956 





June 10, 1955.-—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R. 6766] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Atomic Energy Commission, the Tennessee Valley Authority, certain 
agencies of the Department of the Interior and civil functions 
administered by the Department of the Army for the fiscal year end- 
ing June 30, 1956. 

SUMMARY OF THE BILL 


The Public Works Appropriation Bill, 1956, includes funds for the 
Atomic Energy Commission; the Tennessee Valley Authority; South- 
eastern Power Administration, Southwestern Power Administration, 
Bonneville Power Administration, and the Bureau of Reclamation, 
of the Department of the Interior; and civil functions of the Depart- 
ment of the Army, including Quartermaster Corps, Cemeterial 
Expenses, and the civil works activities of the Corps of Engineers. 
Estimates received by the Committee for these agencies for fiscal year 
1956 total $1,789,165,000, as contained in House Documents 16 (the 
Budget Document) 122, 126, 156, and 161. The Committee recom- 
Pa an appropriation of $1,285,746,242, a reduction of $503,418,758 
in the budget estimates and $578,183,358 below similar appropriations 
for fiscal year 1955. Recommendations of the Committee on specific 
appropriation items will be found in a table at the end of this report. 
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The Committee has recommended the amount of $436,083,800 for 
the construction programs of the Bureau of Reclamation and the 
Corps of Engineers. These funds are allocated to 215 projects with 
a total estimated Federal cost of $10,689,780,721. In addition to 
this, funds are included for general investigations on 200 projects 
including 16 reconnaissance and basin surveys, and 3 special studies. 
The Committee received extensive testimony with reference to these 
water resources projects from representatives of the Corps of Engineers 
and the Department of Interior as well as from over 1,000 other 
witnesses including a large number of members of the House of Repre- 
sentatives and the Senate. The actions of the Committee and the 
funds recommended in the accompanying bill are a result of these 
extensive hearings and will provide a comprehensive and realistic 
water resources program for these agencies in the coming fiscal year. 


Atomic ENeray Commission 
$1, 098, 962, 300 
1, 045, 000, 000 
618, 000, 000 
Com parison: 
Appropriations, 1 — 480, 962, 300 
Estimates, 1956 — 427, 000, 000 

Operating expenses —The Committee has approved an appropriation 
of $618,000,000, a reduction of $427,000,000 in the amended budget 
estimate. An unobligated balance of $259,447,000 is reappropriated 
and the unobligated balance of $481,400,000 in the Plant and Equip- 
ment appropriation is being transferred to the operating expenses 
appropriation. ‘This will result in making available for obligation a 
total of $1,358,847,000 as compared with the $1,525,251,000 estimated 
as needed obligational authority for operating expenses. 

The reduction of $166,404,000 represents an amount estimated by 
the Committee as being excessive to the obligations that will be in- 
curred during the fiscal year. On the basis of past experience this is 
a conservative estimate of unobligated funds which can be expected. 

The Commission estimated that $260,596,000 of the unobligated 
balance in the Plant and Equipment account would be required for 
Plant and Equipment obligations. However, this is only a tentative 
estimate as legislation, required under Section 261 of the Atomic 
Energy Act of 1954, authorizing appropriations for such purposes has 
not been enacted. The Committee feels that this sum can be made 
available for operating expenses at this time and that when authority 
for plant and equipment expenditures has been obtained a request for 
the necessary funds can be considered. 


TENNESSEE VALLEY AUTHORITY 


Appropriations, 1955 $120, 000, 000 
Estimates, 1956 27, 550, 000 
Recommended, 1956 26, 214, 000 
Comparison: 
eee Re | 5 RRR IINE LP LEN RESIS SHEET ARE — 93, 786, 000 
Estimates, 1956 —1, 336, 000 


The Committee recommends an appropriation of $26,214,000 for 
this corporation for 1956, which is a net reduction of $1,336,000 in 
the budget estimate and is $93,786,000 below the amount appropriated 
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in fiscal year 1955. The large decrease this year is due to the fact 
that the construction program that started in fiscal year 1953 and 
prior years is nearing completion and no additional generating units 
are included in the 1956 estimates as presented by the President. 

The Committee recommends that the $6,500,000 provided in the 
Budget to build transmission lines to carry power from the Dixon- 
Yates plant proposed for construction at West Memphis, Arkansas, be 
deleted and that the same amount of money be appropriated to TVA 
for starting construction of the new generating plant proposed to be 
built near Fulton, Tennessee. Language to accomplish this has been 
inserted in the bill. 

For two years the Administration has failed to recommend any new 
starts in generating capacity for TVA although the load is growing 
rapidly in this area and installations vital to defense are located there. 
Last year the failure to provide capacity resulted in the Dixon-Yates 
arrangement which is in litigation at the present time and there is no 
indication it will be settled soon. This year the Administration 
failed to recommend funds for new capacity, relying upon the Dixon- 
Yates proposal and the expectation that Congress would pass a pro- 
posed new financing plan for TVA during the session. ‘To date no 
action has been taken on such a bill. TVA must be assured of adequate 
generating capacity and while the Committee is not increasing the 
total amount of the requested appropriation, the TVA should proceed 
at once with the two units at the Fulton site to meet the impending 
shortage of power by 1958. Such capacity must be started immedi- 
ately to be available when needed and there should be no further 
delay in this important matter. 

The Committee has eliminated a contingency item: for $100,000 
appearing in the category of administrative and general expenses, and 
also the item in the same amount for the government relations and 
economics staff. The contingency item was not requested of the Bu- 
reau of the Budget nor of the Committee by a majority of the Board 
of TVA or the General Manager, but appears to be supported solely 
by the Chairman of the Board. Although during his testimony the 
Board Chairman indicated that he now expects the funds to be used 
to add a special “management staff”? to the Office of the General 
Manager, the item is clearly the residual part of a proposal advanced 
by the Chairman shortly after he took office when he suggested the 
introduction of legislation to make him the executive head of the 
organization with powers greater than those of his colleagues. The 
staff contemplated in the contingency item was apparently intended 
to be responsible directly to him, although he now proposes that it be 
attached to the general manager’s office. 

The statements of the Chairman before the Committee when he 
supported the item were confused and unconvincing. The TVA 
record for good management has been outstanding among public 
and private agencies, and even those who disagree with the purposes 
of the TVA Act have acknowledged the efficiency with which the 
management of TVA has proceeded. During hearings the General 
Manager stated that he would constantly continue to strive to im- 
prove the administration of the agency, and the Committee agrees 
that the objective of improved management can be achieved without 
the establishment of the special staff desired by the Chairman, 
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in other items in the Budget program, the estimates propose 
increasing the directly appropriated funds for investigations of future 
projects from $155,000 in 1955 to $204,000 in 1956, and decreasing the 
amount to be financed from corporate funds from $233,000 in 1955 
to, $188,000 in 1956. The bill includes a $100,000 appropriation for 
such investigations and the amount to be financed from corporate 
funds is increased to $292,000, making the total amount available 
$392,000, the same as the budget estimate and $4,000 more than the 
total for 1955. 

The Committee has given careful consideration to the fertilizer 
program of TVA and considers it one of the important programs of the 
Authority. Advances made in this area of activity by TVA have 
been notable, and the country has benefited isabiheatbintie from TVA 
research in this field. In the budget program $230,000 is proposed 
for phosphate lands and rights and $300,000 for emergency plant 
replacements from appropriated funds. The revenues from the fer- 
tilizer program are sufficient to finance these items and the Committee 
is of the opinion they should be financed from such funds as they 
relate to acquiring mineral rights and supplies of raw materials for 
use in the production of fertilizer, and to replacement of worn-out, 
obsolete, or inadequate equipment. 

The TVA testified that it expected to manufacture 20,000 tons of 
diammonium phosphate fertilizer in 1956. It has come to the atten- 
tion of the Committee that industry has indicated a willingness to 
expand production of this important product, and if this is the case 
most of the objectives sought by TVA in getting wider availability 
and use of the product will be accomplished. In view of this develop- 
ment the Committee instructs that the TVA limit its production in 
the next year to 5,000 tons. The situation will be reviewed again 
next vear. 

In the resource development program the Budget proposes spending 
$1,000,000 in 1956, $400,000 of appropriated funds and $600,000 of 
corporate funds. The Committee recommends that the $600,000 of 
corporate funds be made available and that the request for $400,000 
of appropriated funds be denied. For several years the States have 
been urged to assume this burden and have developed substantial 
resource development programs with State funds. The $600,000 
provided should be adequate to maintain the portion of the program 
that the States have not assumed and which it is necessary for TVA 
to continue. An appropriation of $42,000 for administrative and 

eneral expenses relating to this pregram has similarly been denied. 
his activity should be carried by corporate funds. 

There are two other minor changes in the program as submitted in 
the estimates, a reduction of $29,000 for direct expenses of flood control 
operations and a reduction of $31,000 for agronomic research. In 
both instances the items are being held at the same level of financing 
as in fiscal year 1955. 


a 
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DEPARTMENT OF THE INTERIOR 
SOUTHEASTERN POWER ADMINISTRATION 


Appropriation, 1955 
Estimate, 1956 
Recommended, 1956 
Comparison: 
Appropriation, 1955 
Estimate, 1956 
The committee is deeply concerned with reference to the situation 
now existing relative to the marketing of power from the John H. 
Kerr Dam, N. C. and Va., to preference customers in eastern North 
Carolina. Through the inability of the Department to negotiate an 
acceptable contract for the sale of this power with the interested 
agencies involved the total estimated loss to the federal government 
has been $868,000. This loss will continue to mount so long as the 
ower is sold as dump energy at the rate of only 3 mills per kilowatt 
our. 
The Assistant Secretary of the Interior for Water and Power testi- 
fied before the committee on this matter on May 31, 1955 and stated 
* * * a contract for that purpose is long overdue * * * I am not satisfied with 
the progress we have made in contracting for the delivery of that power in the State 
of North Carolina. 
The committee trusts that the Department will take immediate and 
effective steps to alleviate this dissatisfaction on the part of the 
Assistant Secretary and to stop the unnecessary loss of revenue to the 
federal government. 


SOUTHWESTERN POWER ADMINISTRATION 


Appropriations, 1955 $2, 165, 000 
Estimates, 1956 1, 134, 000 
Recommended, 1956 684, 000 
Comparison: 
Appropriations, 1955 —1, 481, 000 
Estimates, 1956 — 450, 000 
Operation and maintenance—A reduction of $450,000 below the 
budget estimate of $1,134,000 has been made by the Committee. 
This reduction represents the amount budgeted for the purchase of 
energy and the legen of wheeling charges under existing contracts 
with private utility companies and cooperatives in the area. Funds 
for this purpose have been made available through reactivation of 
the continuing fund discussed in the following paragraphs. 
Continuing fund.—The continuing fund language has been inserted 
in the bill in the same manner in which it last appeared in the appro- 
priation bill for the Department of the Interior for the fiscal year 
1953. It provides that the SPA shall have authority to use power 
sales revenues, subject to an annual limitation placed in the appropri- 
ation bill, to pay for emergency expenditures, purchase of electric 
ower and energy, and rentals for the use of transmission facilities. 
his action makes it possible to reactivate valid and legal contracts 
which certain G and T (Generating and Transmission) cooperatives 
have with SPA. These‘contracts at their inception were examined 
by the Congress and funds were available to carry them out thru the 
ontinuing Fund for fiscal years 1950 thru 1953. 
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The contracts in question have been tested in the courts. Ten 
private utility companies filed suit, attacking the legality of the 
contracts, in the United States District Court for the District of 
Columbia. The District Court handed down an opinion on June 17, 
1953, upholding the legality of the contracts. The companies appealed 
this decision. The Court of Appeals for the District of Columbia on 
April 28, 1955, held that the companies had no standing to sue and 
directed the District Court to dismiss the companies’ suit. 

The G. and T. cooperatives originally borrowed approximately 
$70,000,000 from the Rural Electrification Administration for con- 
struction of system facilities on the security of their contracts with the 
Southwestern Power Administration. Operation of these contracts 
was suspended during the past two years because of action of the 
Congress in withholding the use of the continuing fund to implement 
them. This action placed the G. and T. cooperatives in a precarious 
financial situation for which relief has been sought through negotia- 
tions with private utilities in the area looking to integration of the 
G. and T. systems with the svstems of the companies. These nego 
tiations have not as yet resulted in contracts which would provide 
the G. and T.’s with necessary income from their several power plants 
and facilities in order to retire the REA loans. 

In reactivating the contracts with the G. and T. cooperatives, the 
Department of the Interior is instructed to delete any provisions 
providing for the option to purchase G. and T. transmission lines or 
other facilities by the Southwestern Power Administration. The 
contracts are also to provide: (1) that the G. and T. cooperatives 
will operate and maintain their own transmission systems under 
lease to the SPA; (2) that the SPA and the G. and T. cooperatives 
will settle accounts for power purchased and sold on the basis of net- 
balances as is done under existing contracts to which SPA and private 
utilities are parties; and (3) that power and energy will be delivered 
to the load centers of all G. and T. contracting systems at the basic 
SPA rate. 

' The Department is also instructed to provide for the recapture for 
the use of preference customers all power and energy to which they 
are entitled under the provision of section 5 of the Flood Control 
Act of 1944, and to negotiate as soon as possible a settlement with 
each contracting G. and T. cooperative effective as of the date of the 
passage of the bill. 

The amounts provided in the bill for both Operation and Mainte- 
nance and the continuing fund are based on information at hand. 
However, since there was considerable variation in the informal esti- 
mates offered during the hearings as to SPA costs under the reactivated 
contracts and since the nature of the amendments to the contracts 
could affect the amounts required, it is recognized that some adjust- 
ment may be necessary at a later date. 


BonNEVILLE Power ADMINISTRATION 


CONSTRUCTION 
Appropriations, 1955 $24, 314, 000 
Estimates, 1956 15, 353, 000 
Recommended, 1956 14, 600, 000 
Comparison: 
Appropriations, 1955 
Estimates, 1956 — 753, 000 
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Reductions achieved by the Committee in the construction program - 


of the Bonneville Power Administration are based on application of 
unobligated and unexpended balances and certain minor program re- 
ductions. The Committee has deleted the request of $42,000 for a 
study in the Upper Olympic Pensinsula Service area as well as a re- 
quest for initiation of construction of a 115-kv line between Olympia 
and Aberdeen. Present and forecasted loads in these areas do not 
indicate the necessity for the items at this time. 


OPERATION AND MAINTENANCE 
Appropriations, 1955 $6, 200, 060 
Estimates, 1956 
Recommended, 1956 
Comparison: 
Appropriations, 1955 
Estimates, 1956 — 150, 000 
The Committee believes that a more diligent application of the 
principles set forth in the Secretary’s survey team report on the Bonne- 
ville Power Administration will result in both increased efficiency and 
reductions in operation and maintenance expenditures below the 
amount estimated in the President’s Budget. 


Bureau or RECLAMATION 


GENERAL INVESTIGATIONS 
Appropriations, 1955 $3, 750, 000 
Estimate, 1956 5, 175, 000 
Recommended, 1956 3, 669, 442 
Comparison: 
1955 Appropriation —80, 558 
1956 Estimate —1, 505, 558 

The budget estimate for activities under this head is exclusive of an 
estimate of $2,500,000 for investigations in the Missouri River Basin 
Project area which is included in the construction appropriation item. 
The justifications presented to the Committee by the Bureau of Recla- 
mation in support of these budget estimates contained a tentative 
allocation of funds to individual projects. As in the past the commit- 
tee does not desire to make definite allocation of funds; however, it has 
taken specific action in certain instances. The Bureau is instructed to 
obligate no general investigation funds during fiscal year 1956 on ad- 
vance planning for the Trinity River Division of the Central Valley 
Project or on studies on the Klamath Project, Upper Lost River 
Division; the Washoe Project, second phase; the Pecos Basin Study; 
the Gulf Basin Study; and the Blue South Platte project. The Com- 
mittee has also deleted funds in the bill for further studies on irrigation 
projects in the Upper Snake River Basin, including the Upper Snake 
River Project, and the Sand Point and Johnny Counts Projects. 

The Committee directs that not to exceed $150,000 be applied to 
the Rouge River Project, Talent Division, for completion of necessary 
advance planning prior to initiation of construction of this project. 

The budget estimate contemplated the allocation of $100,000 for 
the continuation of study programs in the Territory of Alaska. The 
Committee has approved this amount and also inserted language 
which has been carried in previous appropriation bills authorizing 
such studies until permanent legislation can be obtained. 
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All new starts in the Arkansas-White-Red River Basin have been 
deleted until such time as the comprehensive survey of this basin is 
available for further study. 


CONSTRUCTION AND REHABILITATION 


BOONE, ABO ccc. ce anes amin seer Cb ce woe ae eee een eae $133, 757, 000 
Estimate, 1956 146, 041, 000 
Recommended, 1956 113, 821, 000 
Comparison: 
Appropriations, 1955 — 19, 936, 000 
Estimates, 1956 — 32, 220, 000 

Generally speaking, the reduction in the construction program of 
the Bureau of Reclamation has been achieved by application of un- 
expended and unobligated funds which, when coupled with the 
amounts contained in the accompanying bill, will provide the funds 
necessary to carry out a realistic program in the coming fiscal year. 
The Committee has also deleted some projects, or units within projects, 
which it does not consider ready for construction at this time and has 
given consideration to the favorable contract awards experienced by 
the Bureau in recent months. he A 

The large amounts of repayment of irrigation projects that must 
come from Missouri Basin Project power revenues is of principal con- 
cern to the Committee and it has taken the position that no additional 
burden should be put on such revenues, at least until completion of 
the current study of allocation of costs and revision of rates in the 
basin power program. ’ 

It is recognized that a construction program of this magnitude 
cannot be accomplished efficiently without some latitude in the use 
of, appropriated funds. While the table below assigns a specific 
amount of appropriated funds to each individual project, it is the 
committee’s intention that the Bureau may obligate funds on an 
individual project up to the amount programed in the budget justifi- 
cations except in certain cases specifically noted in the paragraphs 
which follow the table. 

State and project 
Arizona: Allocation 
Gila project $3, 500, 000 
Palo Verde project, Arizona-California 
Parker-Davis project, Arizona-California- Nevada 
Yuma project, auxiliary division 
California: 
Central Valley project 
Solano project 
Colorado: Colorado-Big Thompson project 
Idaho: 
Minidoka project, North Side pumping division 
Palisades project 
Montana: Fort Peck project, Montana-North Dakota 
Nevada: Boulder City municipal office 
New Mexico: 
Carlsbad project 
Middle Rio Grande project 
Rio Grande project, New Mexico-Texas 
Oregon: Deschutes project, north unit 
Utah: Weber Basin project 
Washington: 
Columbia Basin project 
Yakima project, Kennewick division 
Yakima project, Roza division 
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State and pr ofect 
Wyoming: Allocation 
Eden project $630, 000 
Kendrick project 350, 000 
Various: 
Drainage and minor construction 160, 000 
Rehabilitation and betterment 2, 000, 000 
Missouri River Basin project: 
Kansas: 
3ostwick division, Nebraska-Kansas_..........-.------. 6, 000, 000 
Kirwin unit 1, 000, 000 
3, 429, 000 
3, 675, 000 
Nebraska: 


Frenchman Cambridge division 1, 330, 000 

Sargent unit 3, 300, 000 
South Dakota: Rapid Valley unit 400, 000 
Wyoming: Glendo unit 6, 000, 000 
Various: 

Transmission division 15, 000, 000 

Drainage and minor construction 400, 000 

Investigations 2, 000, 000 

Other departmental agencies 2, 000, 000 


Subtotal, Missouri River Basin project 


Total, construction and rehabilitation 
Reduction based on unobligated balances and recent contract 
awards —8, 000, 000 


Grand total, construction and rehabilitation 113, 821, 000 
Colorado-Big Thompson project—The funds provided for this proj- 
ect are for completion of construction of all features except the Big 
Thompson power plant, switch yard and transmission line which are 


deferred. 

Central Valley project—The Committee recommends $11,300,000 
for the Central Valley Project, a reduction of $2,700,000 in the budget 
estimate of $14,000,000. The sum recommended by the Committee 
includes $1,000,000, for initiation of construction on the Trinity River 
Division of this project, which is to be obligated by the Department 
upon specific authorization of this Division by the Congress. The 
Committee has disallowed the request of $1,345,393 in the pro- 
gram for the Delta Fish Protection Facilities which are estimated to 
cost $4,500,000. While some device might eventually be needed to 
protect the fish, especially the fingerlings, from the pumps in this 
area, it would appear that the amount proposed is excessive to the 
needs. The present program should be thoroughly reviewed and 
appropriate reductions made before the project is again presented to 
the Congress. The Committee has also denied the request for funds 
for the Stone-Corral unit of the Friant-Kern distribution system 
pending execution of a repayment contract for this unit. 

Kendrick project.—The funds available to this project are for con- 
tinuation of drainage work on lands already under irrigation and for 
maintenance and replacement work on canals and laterals as set forth 
in the justifications. The testimony on this project indicates that a 
reauthorization is necessary limiting the project to 15,000 acres or 
less. It is the Committee’s intention that this project be held in status 
quo and maintained in that fashion pending a determination with 
respect to its reauthorization. 
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Middle Rio Grande Project—Funds in the amount of $7,200,000 
were requested for the Middle Rio Grande project, New Mexico. 
This includes $3,700,000 for the purchase of outstanding bonds of the 
Middle Rio Grande Conservancy District, as requested in House 
Document 161. Hearings conducted by the Committee brought out 
the fact that $1,400,000 of funds of the local conservancy district are 
available for purchase of these bonds. Accordingly the Committee 
recommends an appropriation of $5,800,000 for this project, and use 
of $1,400,000 of local funds to purchase the outstanding bonds. 

This bond purchase was authorized by Public Law 516, approved 
May 17, 1950, and is a portion of the plan for the rehabilitation and 
extension of the Middle Rio Grande project. While the Committee 
realizes it might have an obligation under the law to supply the 
necessary funds it must point out that it recommends funds for this 
purpose only with the understanding that the purchase of the bonds 
with federal money is essential to the successful accomplishment of 
the Bureau of Reclamation’s plan for this district. This is not to be 
taken as precedent for similar action on other projects, rather such 
action is to be deplored and appears to be an unwarranted extension 
of the reclamation program. 

Kiverton and Shoshone projects.—No new funds have been provided 
for either of these projects and it is the Committee’s intention that 
no work other than that necessary for the maintenance of adequate 
drainage for those lands already under irrigation shall be undertaken 
on either of the projects. 

Michaud Flats project—The Committee has denied the request of 
$520,000 for the initiation of construction on the Michaud Flats 
project in Idaho. While the Committee does not desire at this time 
to comment on the merits of this project it must point out that as of 
the time of the Committee hearings no repayment contract had been 
executed with the local irrigation district and a definite planning report 
was: not available and will not be completed until sometime in fiscal 
year 1956. The Committee does not believe that construction on 
projects such as this one should be initiated until accurate cost esti- 
mates, based on definite planning reports, can be made available to 
the Congress. 

Helena Valley Unit.—Additional funds for this project have been 
denied in view of the fact that a repayment contract has not yet been 
executed and that approximately 86 percent of the project repayment 
must come from power revenues of the Missouri Basin project. As 
in thie case of the Michaud Flats project this action is taken without 
prejudice to the merits of the project. 

Heart Butte, and Hanover Bluff Units —Construction work on these 
projects is to be discontinued. Unobligated balances remaining at 
the end of this fiscal year may be applied only for the purpose of clean- 
ing up. According to the testimony received on the Heart Butte 
Unit it is a unique project wherein the Bureau of Reclamation will 
provide portable and other pumps for irrigation pumping in an area 
where a number of land owners are now providing this same type of 
service at their own expense. It is the Committee’s opinion that this 
type of project would establish an undesirable precedent. There is 
reascnable expectation that the land-owners will proceed with their 
own irrigation plans if in fact the returns from irrigation warrant the 
investment. 
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The testimony on the Hanover Bluff Unit indicates that there is a 


total of only 7,395 acres in this project and the ownership is limited to 
4or 5individuals. Again the Committee questions a policy which will 
permit the Federal Government to invest up to $609 per acre, as in 
this case, in a project benefiting such a limited number of acres and 
in which land distribution adjustments might have to be extensive 
to meet the requirements of reclamation law. 

Transmission Division—The Committee has specifically deleted 
$940,000 programmed for the proposed 115 kv transmission line from 
Fort Randall Dam to Neligh, Nebraska. The testimony received in- 
dicates that there is a question as to the need for an additional line at 
a future date to meet all of the power requirements of the Nebraska 
public service system. In view of this fact the Committee believes 
that consideration should be given to the construction of a heavier 
line at this time instead of entering into the more expensive proposition 
of one 115 kv line now and another later. 

Of the amount allowed, $25,000 is to be used for planning for con- 
struction of an extension of the Big Bend, South Dakota—Granite 
Falls, Minnesota Transmission Line to Benson, Minnesota. 

Rehabilitation and betterment.—The amount of $2,000,000 has been 
allowed for rehabilitation and betterment, a reduction in the budget 
estimate of $125,000. The Committee has taken note of the fact 
that no repayment contract has been executed for the Arnold project, 
Oregon, and has deleted this item. 

Drainage and minor construction.—The sum of $160,000 is recom- 
mended for drainage and minor construction, a reduction of $188,000 
in the budget estimate. The Committee directs that none of the funds, 
previously appropriated for Construction of a highway crossing for 
the Mecca-Blythe highway across the Coachella Canal be obligated 
for this purpose, but that such funds be applied to essential features 
of the construction program of the Bureau of Reelamation. 


OPERATION AND MAINTENANCE 
Appropriation, 1955 , 500, 000 
Estimate, 1956 24, 000, 000 
Recommended, 1956 3, 500, 000 
Comparison: 
, 000, 000 
— 500, 000 
Despite the Committees of the Congress repeatedly insisting that 
the Bureau carry out the originally contemplated procedure with 
reference to operation and maintenance of irrigation projects by local 
interests, little, if any, effective action has been taken. The Com- 
mittee is at a loss to understand this reluctance on the part of the 
Bureau. In the absence of more positive action on the part of the 
agency, it can only be assumed that such inactivity in this regard 
results either from a desire of the Bureau to perpetuate itself as a 
Federal bureaucracy maintaining wholly unjustified control over local 
projects or a reluctance on the part of the local water users to assume 
their proper responsibilities. Such lethargy on the part of those 
responsible for this phase of the reclamation program leaves the Com- 
mittee with no alternative but to reduce the funds requested for 
operation and maintenance with the sincere hope that it will force the 
prompt assumption of proper responsibilities by local water users and 
the Bureau in this program. 
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GENERAL ADMINISTRATIVE EXPENSES 
Appropriations, 1955 


See er ee 
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While some reduction has been achieved by the Bureau in its general 
administrative expenses, the Committee believes that a vigorous and 
more realistic application of the recommendations of the report of the 
Secretary’s survey team on the Bureau of Reclamation will result in 
further reductions. 









$ EMERGENCY FUND 
Mapariehinn. F066 sins sas 6 lo ee ewe dw kad cecil $200, 000 
pS oy eS IE ER PS EES eR ery eel ae en NO nis 7 ee 700, 000 
PUCCINI RUS soci nd accsdin wi deitihecd Doc ceata Lic voic teskmmitimaubealebaa 600, 000 
Comparison: 
Aypraneaann, 1960.25 ee a os a ee + 400, 000 
PE URAOE F900 s 0226 6. dis bo ld da wh el Rated eee — 100, 000 





The emergency fund was authorized for the purpose of providing 
funds for emergency repairs on operating projects in cases of physical 
damage resulting from causes beyond the control of the operating 
agencies which cause or threaten to cause failure in the delivery of 
essential water or power. The funds appropriated by the Committee 
when coupled with unobligated balances are sufficient to insure the 
Bureau of adequate funds for this essential program. 











Corps or ENGINEERS 






GENERAL INVESTIGATIONS 







armnprawiatiawe 1006. 5 5 gh gus Gee el Ue ek Cad ee $2, 907, 500 
Ee Ec”. ES Saas Be a ea aap + te Ext Rey peer apa ees 3, 905, 000 
PETANMIR ROOD x... cele aoe eae ined Cakbcanb eae wonus 4, 310, 000 
Comparison: 
ApprouriaGions, 1908 2. 6a cise ee Ate ne nonce +1, 402, 500 
RO i 01 iecpeci arto at ae DNR ai nk eae nds aerapnarmaneyse ye SPT Rise +405, 000 





As was true with the Bureau of Reclamation the Committee does 
not desire, as a general policy, to allocate the appropriation for 
general investigations for the Corps of Engineers to specific projects. 
It does, however, desire to indicate a few essential projects to which 
it has allocated definite amounts. These projects are the hurricane 
study, authorized by Public Law —, 84th Congress, $1,000,000; 
Rocky Reach, Columbia River, $220,000; Pigeon Creek, Indiana, 
$10,000; Lorain, Ohio, $20,000; Kentucky River, $20,000; Maumee 
River, Indiana and Ohio, $30,000; Merced River, California, $25,000; 
and $30,000 for matching funds appropriated by Indiana State Legis- 
lature for making a survey of the need for Monroe Reservoir on tribu- 
tary of East Fork of White River, Indiana. 
































CONSTRUCTION 
Berecsiatlees.. TGs cain anne diaindenidn dlnewisaneewbhanss $306, 352, 600 
TN eB ce eee 355, 375, 000 
SUNN, BONE. Se cas. co chocw edhe cece ceucidiepensak 322, 262, 800 
Comparison: 
Anuropriatinns; 156. oi. isk chi citcsii Dwisiescuceucl +15, 910, 200 
ARE, ROR inl, a: hccridid hiebciiimanbinebenionmiaery domdnnadanie — 33, 112, 200 


As in the construction program of the Bureau of Reclamation, the 
Committee has achieved reductions in the civil works program of the 
Corps of Engineers generally by application of unexpended and un- 
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obligated funds and by the deletion of projects, or units within 
projects, which it does not consider ready for construction at this time. 
Consideration has also been given to recent contract awards made by 
the Corps of Engineers. 

The Committee was quite impressed with testimony presented to it 
in behalf of the Knife River and Harbor, Minn., project and the 
need for resuming work on the improvement program for the New 
York State Barge Canal System. It is requested that the Corps of 
Engineers give careful consideration to the need for these projects in 
the preparation of their next general budget request. 

The funds included in the bill for the construction program of the 
Corps of Engineers are allocated as follows: 

State and project 
Alabama: Allocation 
Warrior lock and dam $4, 100, 000 
Mobile Harbor 500, 000 
Arkansas: 
Arkansas River and tributaries, Arkansas and Oklahoma (bank 
stabilization and channel rectification). _._..._......__-_- 2, 800, 000 
Red River levees and bank stabilization below Denison Dam, 
aie oe Oe re ee re aS nm Se 2 450, 000 
California: 
Crescent City Harbor 1, 000, 000 
Cherry Valley Reservoir 785, 000 
Folsom Dam 2, 650, 000 
Los Angeles County drainage area_..............--.------- 14, 000, 000 
Redondo Beach 450, 000 
4, 000, 000 
330, 000 
Sacramento Deep Water Ship Channel 500, 000 
Whittier Narrows Reservoir 933, 000 
Devil, East Twin, Warm, and Lytle Creeks and Riverside__.- 1, 250, 000 
Connecticut: 
Hammonasset Beach 167, 000 
Hartford (Folly Brook section) 263, 000 
Housatonie River 375, 000 
Delaware: Delaware River, Philadelphia to the Sea: Mantua 

(Be Serra pe ae dee Reet Sea et a a ee _ 1, 000, 000 
District of Columbia: Anacostia River, District of Columbia and 

OS aa da ptt CER Ree Steet ao 9 ta alae Met OMS pind Aas Ley ape 2, 500, 000 
Florida: 

Apalachicola River channel improvement 418, 000 
Setter! BG GOUthOre PIGTIGR os ooo oe ec ke cscs ccccaccu 3, 000, 000 
Jim Woodruff lock and dam, Florida and Georgia___......--- 800, 600 
Tampa Harbor 500, 000 
Georgia: 
Buford Dam 19, 000, 000 
Fort Gaines lock and dam; and Apalachicola Bay, channel 
across St. George’s Island 2, 000, 000 
Idaho: 
Lucky Peak Reservoir 250, 000 
Illinois: 
Beardstown 800, 000 
Clear Creek Drainage and Levee District__......._..--_--.. 600, 000 
Degognia and Fountain Bluff Levee and Drainage District---- 420, 000 
Bast. bs. iguis-end vicinity = ~~ ~~ <<<. 5. cena nscscsessce 1, 000, 000 
Grand Tower Drainage and Levee District 250, 000 
Illinois Waterway: 
Calumet-Sag Channel 4, 000, 000 
Mississippi River, between Missouri River and Minne- 
apolis, Minn. (exclusive of St. Anthony Falls, Minn., and 
lock 19 at Keokuk, Iowa), Ill., Iowa, and Mo. (rectifica- 
tion of damages) 70, 000 
Preston Drainage and Levee District 260, 000 


Wilson and Wenkel and Prairie duPont Drainage and Levee 
District 
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State and project 
Indiana: 
Indiana Harbor (widening at Youngstown Sheet & Tube Co.)_. 
Vincennes 
Iowa: 
Coralville Reservoir 
Lock No. 19 at Keokuk 
Missouri River agricultural levees, Iowa, Kansas, Nebraska, 
and Missouri 
Missouri River: 
Kansas City to Omaha 
Omaha to Sioux City 
Kansas: 
Toronto Reservoir 
Tuttle Creek Reservoir 
Wichita and Valley Center 
Kentucky: 
Barbourville 
Green River: 
Locks and dams 1 and 2 
Channel 
Greenup lock and dam, Kentucky and Ohio 
Louisville 
Maysville 
Pineville 
Louisiana: Gulf Intracoastal Waterway (New Orleans District): 
Algiers cutoff 
Maine: Portland Harbor 
Maryland: Cumberland, Md., and Ridgeley, W. Va 
Massachusetts: 
1 NEE OE TOE Eee NY TIENT Slee SES A RI a RRS ENTE DS RP 
Mystic River (35-foot project) 
Winthrop Beach 
Michigan: St. Marys River bridge relocation 
Minnesota: 
Duluth-Superior Harbor, Minn. and Wis-------- wi 
Red River of the North, S. Dak., N. Dak., and Minn 
St. Anthony Falls extension 
Missouri: 
Cape Girardeau (Reach No. 2 etd 
Carthage... ....... 
East Poplar Bluff and “Poplar Bluff__ 
Missouri River, Kansas City to SOS RAB ie 
Perry County Draina; ge and Levee Districts 1, 2, and “wa 
Table Rock Reservoir. Mo. and Ark 
Montana: Havre 
Nebraska: 
Gavins Point Reservoir, Nebr. and 8S. Dak 
Missouri River, Kenslers Bend, Nebr., to Sioux City, Iowa, 
Nebr. and $ ‘ 
New Hampshire: 
Hampton Beach_- 
Portsmouth Harbor, N. H., and Piscataqua River, Maine and 
N.H 


New Jersev: 
Atlantie City 
Cold Spring 
New York and New Jersey channels. ........-....---.----- 
Ocean City- as eat ata ee ap RE oy ag tae se 
New Mexico: Rio Grande Floodw ay 
New York: 
SD OO a SE NE aaa es ON eI eae ROIS ADE ey eras Ste Mn 
Staten Island Rapid Transit bridge, New York and New 


Allocation 


$45, 000 
500, 000 


4, 000, 000 
3, 200, 000 


500, 000 


3, 300, 000 
5, 800, 000 


2, 800, 000 
7, 500, 000 
2, 000, 000 


550, 000 


4, 400, 000 
2, 275, 000 
3, 900, 000 
475, 000 
1, 540, 000 
816, 000 


75 90, 000 
575, 000 
k 400, 000 


1, 700, 000 
500, 000 
210, 000 
338, 000 


215, 000 
400, 000 
1, 285, 000 


750, 000 
367, 000 
314, 000 

2, 000, 000 
500, 000 
11, 000, 009 
500, 000 


12, 000, 000 
600, 000 
140, 000 
400, 000 
906, 000 

60, 000 

3, 000, 000 
67, 000 

1, 600, 000 
2, 000, 000 
1, 000, 000 
350, 000 


175, 000 
18, 000, 000 





, 000 
, 000 
, 000 


, 000 
, 000 
, 000 
, 000 


, 000 
, 000 
, 000 


), 000 
, 000 
, 000 
), 000 
), 000 
), 000 
), 000 


), 000 
), 000 
), 000 
), 000 
5, 000 
D, 000 
D, 000 
7, 000 
0, 000 
0, 000 
0, 000 
0, 000 


5, 000 
0, 000 
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State and project 
Ohio: 
Ashtabula Harbor (east outer harbor) 
Cleveland Harbor (bridge replacements and channe! improve- 


ments) 
New Cuntberland lock and dam, Ohio and West Virginia 
Oklahoma: Oklahoma City Floodway 
Oregon: 
MeNary iock and dam, Oregon and Washington 
The Dalles Dam, Oreg. and Wash 
Willamette River, bank protection 
Pennsylvania: 
Bradford 
Johnsonburg 
Presque Isle Peninsula 
Swoyersville-Forty Fort 
Williamsport 
South Carolina: 
Charleston Harbor 
Port Roval Sound 
South Dakota: 
Fort Randall Reservoir 
Oahe Reservoir 
Tennessee: 
Cheatham lock and dam 
Memphis, Wolf River and Nonconnah Creek___......----..- 
Old Hickory lock and dam 
Texas: 
Corpus Christi Bridge 
Dallas Floodway 
Houston ship channel: 
36-foot project 
Port Aransas-Corpus Christi Waterway 
Texarkana Reservoir 
McGee Bend Dam 
Virginia: 
Norfolk Harbor: Craney Island disposal area 
Norfolk & Portsmouth Belt Line R. R. bridge 
Virginia Beach 
Washington: 
Chief Joseph Dam 
Eagle Gorge Reservoir 
Grays Harbor and Chehalis River: 
Point Chehalis_____...__- 
Grays Harbor deepening channel 
West Virginia: Sutton Reservoir 
Wyoming: Greybull 
Various: 
Local protection projects not requiring specific legislation 
Snagging and clearing 
eae Authored proeéete: iis. one | Best 8 eri ec a 
Lower Columbia River fish-sanctuary program (Fish and Wild- 
life Service)... ____- 
Advance engineering and design Z 
Reduction based on unobligated balances and recent co 
awards 


ntract 


Grand total, construction, general 


15 


Allocation 


$250, 000 


2, 000, 000 


11, 000, 000 
58, 000, 000 
300, 000 


500, 000 
396, 000 
600, 000 
400, 000 
278, 000 


200, 000 
250, 000 


5, 860, 000 
23, 000, 000 


000, 000 
700, 000 
400, 000 


500, 000 
690, 000 


500, 000 
600, 000 
500, 000 
, 500, 000 


700, 090 
800, 000 
235, 000 


16, 000, 000 
1, 000, 000 


120, 000 
421, 800 
, 300, 000 
300, 000 


700, 000 
400, 000 
2, 000, 000 


900, 000 
3, 653, 000 


Redondo Beach.—The Committee has allowed $450,000 for initia- 
tion of construction on the Redondo Beach project, California. 
Obligation of these funds by the Corps of Engineers, however, is 
contingent upon the execution of assurances by the local interests 
concerned, to the satisfaction of the Secretary of the Army, that they 
will contribute funds toward the construction of the beach erosion 
features of this project in a ratio similar to that required for authorized 
beach erosion projects in other sections of this country. These con- 


74009°—57 H. Rept., 84-1, vol. 3——30 
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tributions shall be in addition to contributions required by law of the 
local interests for other features of the project. 

Los Angeles County drainage area.—Of the $14,000,000 allowed for 
the Los Angeles drainage area, the Committee directs that $250,000 
be applied to work in the Sawtelle-Westwood section of this project 
and that no funds be obligated on Centinela Creek. 

Central and Southern Florida.—The Committee has allowed 
$3,000,000 of the $6,300,000 requested for this project. There is no 
doubt as to the economic feasibility of the project, however, after a 
thorough study of the project and the careful consideration of detailed 
testimony, it is the firm belief of the Committee that a considerable 
portion of this project is land reclamation. It was testified by the 
Corps of Engineers that the budget estimate was based on a direct 
contribution by local interests of approximately 15 percent of the total 
cost. It was further testified that the rate of local contribution is now 
a subject of study by the Corps and that a report and recommendations 
are to be made by December 1956. Due to the fact that this project 
is already in the construction stage, and does have justification not 
only from the point of view of land reclamation, but also for flood 
protection, the Committee has only reduced the degree of Federal 
participation trusting that the current study will result in a recom- 
mendation of a more equitable sharing of costs between local interests 
and the Federal Government. 

Bray’s Bayou, Teras and Green Bay, Wisconsin.—The Committee 
has included language in the bill to provide for the acceptance of 
local contributions for prosecution of authorized Federal projects 
at Bray’s Bayou, Harris County, Texas, and Green Bay, Wisconsin. 
Acceptance of not to exceed $3,000,000 for the Bray’s Bayou project 
and not to exceed $190,000 for the Green Bay project are recom- 
mended. 

Plaquemine-Morgan City alternate route-—The Committee has dis- 
allowed the funds requested for construction on the Plaquemine- 
Morgan City alternate route. This project was justified on the 
basis that it would relieve the pressure of traffic on Harvey Lock at 
New Orleans and would shorten the route between western points 
on the Gulf Intracoastal Waterway and upstream points on the 
Mississippi River and tributaries. Funds are provided in the bill 
to complete the Algiers cutoff which will relieve the congested traffic 
situation at Harvey Lock. The Committee received testimony which 
indicated that there is a definite question as to whether the Plaque- 
mine-Morgan City alternate route or the Atchafalaya-Old River 
route would be the more economical, if a cutoff between the Gulf 
Intracoastal Waterway and northern points on the Mississippi River 
navigation system is economically justified. 

Ferrell's Bridge Reservoir.—The funds requested for this project, 
amounting to $2,450,000, have been deleted on the basis of information 
contained in a letter from the Chief of Engineers to the Chairman of 
the Committee dated June 1, 1955. In this letter it is explained that 
the local interests will be unable, for an indefinite period, to provide 
the funds necessary to cover the cost of incorporating storage for water 
supply purposes in the project. In addition, the letter points out that 
construction cannot proceed until the state authorities have indicated 
that the work should go ahead on only the flood control structure. 

Small authorized projects.—The bill includes the full budget request 
of $2,000,000 for small authorized projects. It was testified before 
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the Committee that the Mill Creek channel project would qualify for 
consideration in this category particularly if the authorized depth were 
changed from 12 to 6 feet. The Committee was impressed with the 
testimony indicating the lack of justification for a channel deeper than 
six feet and desires that no channel beyond that depth be constructed 
unless a re-evaluation indicates that a deeper channel is definitely 
needed. 


Snagging and clearing.—The bill includes $400,000 for snagging and 
clearing, $100,000 above the budget request. It is suggested that the 
Corps of Engineers give careful consideration to the merits of the 
Oklawaha River, Florida, and Minnesota streams in their allocation 
of these funds. 


Advance engineering and design.—The Committee recommends 
$3,653,000 for advance engineering and design for the Corps of En- 
gineers, a reduction of $1,347,000 in the budget estimates. 

As has been customary in the past the Committee has not allocated 
funds to specific projects. The Chief of Engineers, however, is in- 
structed to allocate funds for those budgeted projects approved b 
the Committee using the budget estimates as a guide. After appli- 
cation of this principle the Chief of Engineers will allocate the remain- 
ing funds on the other projects approved by the Committee. The 


amount recommended by the Committee is to be allocated to the 
following projects: 


Alabama: 
Jackson lock and dam 
Coosa River 
Alaska: 
Gold Creek 
Arizona: 
Painted Rock Reservoir 
Arkansas: 
Beaver Reservoir 
Greers Ferry Reservoir 
California: 
American River Levee 
Black Buite Reservoir 
Carbon Canyon Dam and Channel 
San Lorenzo Creek 
Success Reservoir 
Colorado: 
Chatfield Reservoir 
Delaware: 
Inland Waterway from Delaware River to Chesapeake Bay 
Illinois: 
Alton 
Carlyle Reservoir 
Indiana: 
Mason J. Niblack Levee 
' Markland locks and dam, Indiana, Kentucky, and Ohio 
owa: 
Little Sioux River 
Muscatine 
Sabula 
Kansas: 
Abilene 
Ottawa 
Pomona Reservoir 
Salina 
Strawn Reservoir 
Topeka 
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Kentucky: 

Buckhorn Reservoir 

Catlettsburg 
Massachusetts: 

Buffumville Reservoir 
Michigan: 

Battle Creek 
Missouri: 

Bear Creek Reservoir 

Canton 
Montana: 

Billings 

Libby Reservoir 
Nebraska: 

Norfolk 
New Hampshire: 

Otter Brook Reservoir 
New Jersey: 

Delaware River, Philadelphia to Trenton, N. J. and Pa. 
New Mexico: 

Albuquerque 

Artesia 

Chamita Reservoir (Abiquiu) 
New York: 

Oswego Harbor 
North Dakota: 

Lower Heart River 


hio: 
Ashtabula Harbor (east outer harbor) 
Oklahoma: 
Enid 
Oregon: 
Amazon Creek 
Cougar Reservoir 
Lower Columbia River improvement to existing works (Multnomah Drain- 
age District, Oregon) 
Pennsylvania: 
Allegheny River Reservoir, N. Y. and Pa. 
Monongahela River, dam 8 
Rhode Island: 
Woonsocket 
Texas: 
Buffalo Bayou 
Canyon Reservoir 
Gulf Intracoastal Waterway (Galveston District): 
Guadalupe River channel to Victoria 
Waco Reservoir 
Utah: 
Salt Lake City 
Vermont: 
Wrightsville Reservoir (modification) 
Washington: 
Colfax 
Shilshole Bay 
West Virginia: 
Summersville Reservoir 
Wyoming: 
Jackson Hole, Snake River 
Various: 
Projects deferred for restudy 


Chamita Reservoir (Abiquiu) —The Committee has allowed $75,000 
for completion of plans on the Chamita Reservoir (Abiquiu) in New 
Mexico. This reservoir is a feature of the overall flood control project 
for the Rio Grande River Basin. The project is to be constructed 
entirely with Federal funds at an estimated cost of $12,600,000. The 
Corps of Engineers has testified before the Committee that the project 
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can be built with a controlled outlet which will properly mect the 
needs of the various states involved in complying with the conditions 
of the water compact between the states in the Rio Grande basin. 
Due to the insistence of one of the states involved in this compact, 
the Corps has been forced to also put in an uncontrolled outlet at a 
cost estimated to be approximately $950,000. This uncontrolled 
outlet is completely unnecessary to the proper functioning of the 
project. Any further estimates submitted to the Congress for plan- 
ning or construction on this project should be based on excluding this 
unnecessary feature. 

Delaware River, Philadelphia to Trenton —The Committee has in- 
cluded the full amount of the budget request of $100,000 for planning 
part of the project Delaware River, Philadelphia to Trenton. This 
amount was justified for the sole purpose of preparing plans for the 
Delair Bridge relocation. It was testified that it would be necessary, 
for the safety and convenience of navigation, to relocate this bridge 
whether or not the channel in this reach of the river is deepened as 
authorized.’ It is not the intention of the Committee to have these 
funds utilized for any purpose other than that for which they were 
justified in the hearings with the Corps of Engineers. 

Projects deferred for restudy.—The budget estimate of $171,000 for 
restudy of deferred projects has been reduced to $89,000. The Com- 
mittee has deleted two projects, the levees east of Chandlerville, IIl., 
for which $12,000 was programmed and the DeGray Reservoir in 
Arkansas for which $70,000 was programmed. 

Great Lakes.—It is the desire of the Committee that the Corps of 
Engineers dlan navigation projects on the Great Lakes in such a 
way as to avoid having to revise these projects for the traffic that can 
logically be expected as a result of the completion of the St. Lawrence 
Seaway. 

OPERATION AND MAINTENANCE 
Appropriation, 1955. $76, 110, 000 
Estimate, 1956 83, 560, 000 
Recommended, 1956 2, 500, 000 
Comparison: 
I ROO cscs cinisikinteaissbahniaeagumiiainid ah nidiananann dees +6, 390, 000 
Estimate, 1956 — 1, 060, 000 

The amount recommended by the Committee for operation and 
maintenance, when coupled with unobligated balances available to 
the Corps of Engineers from prior years appropriations, should pro- 
vide for a realistic program in fiscal year 1956. 


GENERAL EXPENSES 
EN EE ee SC ene Fe 
I Cs an ola le BM edd ed dns Dien abtihin gist eases 9, 400, 000 
Recommended, 1956 9, 200, 000 
Comparison: : 
Appropriation, 1955 — 344, 000 
Estimate, 1956 — 200, 000 


Progress has been made by the Corps of Engineers in reducing their 
ee expenses item which includes funds for operation of the Office, 
hief of Engineers, the division offices, and certain miscellaneous 


expenses accruing to various boards and regulatory bodies of the Corps. 
The Committee believes that further progress in this regard can be 
made, especially if a more thorough study is made of personnel needs 
and assignments in the various division offices. 
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MISSISSIPPI RIVER AND TRIBUTARIES 
Appropriation, 1955 $45, 450, 000 
Estimate, 1956 50, 885, 000 
Recommended, 1956 46, 675, 000 
Comparison: 

Appropriation, 1955 +1, 225, 000 

Estimate, 1956 — 4, 210, 000 

The Committee has approved $46,675,000 for the project Mississippi 

River and tributaries, of which $225,000 is provided for Reelfoot 
Running Bayou. During the hearings the attention of the Com- 
mittee was called to conditions in the foothill areas of the Yazoo and 
Little Tallahatchee basins, work on which is authorized and contem- 
plated under the existing flood control projects. In view of the show- 
ing made to the Committee, it is requested that the Corps of Engineers 
give attention to the correction of some of these problems under 
existing authority and within the plans of the comprehensive projects 
for the general area, and from funds available, to do such permanent 
or temporary work as may relieve the local situation until major 
works on the project are completed. 


LIMITATIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
carried in connection with any appropriation bill are recommended: 

On page 19, in connection with Rivers and Harbors and Flood Con- 
trol, General Investigations: 
, of which $1,000,000 shall be available for the study authorized by P. L. —, Eighty- 
fourth Congress 

On pages 20 and 21, in connection with Rivers and Harbors and 
Flood Control, Construction, General: 
: Provided further, That not to exceed $2,000,000 of the funds provided herein shall 
be available for the construction of small authorized projects selected by the Secretary 


of the Army the cost of which is not in excess of $150,000 and any such project shall 
be completed within the funds herein appropriated. 
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1st Session 


84TH CoNGRESS t HOUSE OF REPRESENTATIVES : rma 
o. 748 





DISPOSITION OF SUNDRY PAPERS 





June 13, 1955.—Ordered to be printed 





Mr. Longe, from the Joint Committee on the Disposition of Executive 
Papers, submitted the following 


REPORT 


[Pursuant to 57 Stat. 380 and 59 Stat. 434] 


The joint select committee of the Senate and House of Representa- 
tives, appointed on the part of the Senate and House of Representa- 
tives and acting in compliance with the provisions of the act approved 
July 7, 1943 (57 Stat. 380), as amended by the act approved July 6, 
1945 (59 Stat. 434), respectfully reports to the Senate and House of 
Representatives that it has received and examined the report of the 
Archivist of the United States No. 55-18, dated June 1, 1955, to the 
84th Congress, Ist session, submitting the following lists or sched- 
ules covering records proposed for disposal by the Government agen- 
cies indicated: 





Job No. Agency by which submitted Job No. Agency by which submitted 








II-NN A-1276-.. 


II-N N A-1565. 
II-NN A-1630_. 
II-NN A-1636. - 
II-N N A-1637- 


IIl-NNA-1671__- 


II-NNA-1674__- 





Department of Agriculture. 
Department of the Army. 
Federal Facilities Corporation. 


| Veterans’ Administration. 


Do. 
Department of the Army. 
Department of the Navy. 
Department of the Air Force. 


“| Veterans’ Administration. 


General Services Administration. 
Veterans’ Administration. 


0. 
Central Intelligence Agency. 
Department of the Air Force. 


| TI-NNA-1686___ 
| II-NNA-1701__- 








II-NN A-1681. . . 
II-NN A-1682_.. 


II-NN A-1703_.. 
ITI-N A V-117_.- 
III-NAV-118_.. 
IlI-N AV-130_.. 
ILI-N AV-132... 
III-N A V-133_.. 
III-N AV-135... 





III-NAV-139__- 
ILI-N A V-144___| 


Department of State. 

Federal Communications Com- 
mission. 

Deagnent of State. 


0. 
Veterans’ Administration. 
Genera) Services Administration. 





Your committee reports that the records proposed for disposal in 


the said lists or schedules reported by the Archivist of the United 
States do not, or will not after the lapse of the period specified, have 
sufficient administrative, legal, research, or other value to warrant 
their continued preservation by the Government and recommends 
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2 DISPOSITION OF SUNDRY PAPERS 


that their disposal be accomplished subject to the proviso of section 
6 and the provisions of section 9 of the aforementioned act, as amended. 
Respectfully submitted to the Senate and House of Representatives. 
Grorce S. Lona, 
Rosert J. Corser, 
Members on the Part of the House. 
Ourn D. Jounston, 
Frank CARLSON, 
Members on the Part of the Senate. 


O 


rY 





84TH CONGRESS { HOUSE OF REPRESENTATIVES { Reporr 
1st Session No. 749 





REQUIRING THE RECORDATION OF SCRIP, LIEU SELEC- 
TION, AND SIMILAR RIGHTS 





June 13, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enete, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 2972] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 2972) to require the recordation of scrip, lieu 
selection, and similar rights, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do 
pass. 


EXPLANATION OF THE BILL 


This bill would require all persons claiming rights to certain land 
scrip and lieu selection rights to record their holdings and claims in the 
Department of the Interior within 3 years of its enactment. No ap- 
propriation of Federal funds is requested. 

The proposed legislation was introduced as the result of an execu- 
tive communication from the Department of the Interior. Similar 
bills passed the House of Representatives under unanimous consent 
in the 82d and 83d Congresses. 

At recent hearings before a subcommittee of the Committee on In- 
terior and Insular Affairs, the Director of the Bureau of Land Man- 
agement stated that the Department of the Interior urgently needs 
to know the amount of the various scrip and rights which remain to 
be satisfied, in order to formulate a procedure for satisfying them. 
As time goes by, the lands which could be used to satisfy such rights 
continue to dwindle and the possibility of accurate proof of the rights 
becomes more remote. The Department of the Interior therefore 
urges that a reasonable statute of limitation be imposed in order that 
these old accounts may be closed. 

In the course of a study made of public land problems several years 
ago it came to the attention of the Committee on Interior and Insular 
Affairs that there were certain types of scrip, lieu selection rights, and 
bounty land warrants which were outstanding but whose recording 
had not been required by previous laws. Some of these warrants 
have been outstanding since 1854. 
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2 RECORDATION OF SCRIP, LIEU SELECTION, AND SIMILAR RIGHTS 





The committee believes that such warrants and rights should be 

ay recorded within a stated time and feels that this legislation is in the 
interest of efficiency and is greatly needed. 

2 During the course of the hearings, the committee requested a list 
405 of the laws which authorized scrip or related rights. The following 
; was subsequently submitted and is made a part of this report for 

information. 


DeEPARTMENT OF THE INTERIOR, 
Bureau OF LAND MANAGEMENT, 
Washington 25, D. C., March 18, 1955. 








Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: In its February 28 hearings on H. R. 2972, a bill to 
require the recordation of scrip, lieu selection, and similar rights, the Pfost sub- 
committee requested a list of the laws authorizing such rights. Enclosed is a 
list of such laws insofar as we have been able to identify them. It is quite prob- 
able that rights under many of the minor laws have already been fully satisfied. 

Sincerely yours, 
































Epwarp Wooz.ey, Director. 


List of acts which authorized scrip or related rights 














































































Name of serip Act of Congress or other authorization Citation 
INOW DERBI cn ctmtsccindnttacksscuntb Ast ES ee re sony q 
OO OT RUGS tte cacanmocducusgenne Stat. 513, 
Choctaw. ....-.------------0-002--2000-- yeod! Aug. 3, 1846. 9 Stat. 114. 
Act of July 4, 1836... 5 Stat. 126. 
Surveyor General occ ese dkiesocsecse 4Act of Mar. 3, 1845.... -| 5 Stat. 749. 
+} Act of June 2, 1858 11 Stat. 204, 
44 te 6 Stat. 508. 
Hai Ware....-----0---0ee--nnnnnenennenananee |\\Act of Dec. 28, 1876......--.---------- | 19 Stat. 500. 
44 OF ons co claleareaniglienastanainideisaaitaseeiieie EEE FOR Gc Me kccaneraavkscncel 6 Stat. 157. 
i POE: cebinccnnkocicteccabaniaoieehas Aet of May 14, 1834............-.-..-- 6 Stat. 561. 
; POIID aeidctidiccksacnddnenwnenaay Supreme Court, January Term, 1839..| 4 Stat. 52, 284. 
Treaty of July 15, 1830......--......-. 7 Stat. 328, 
Binuz: Hatt-Pireeds . oo. eS ac cele <ccsiee fact OF FURY TT, TEDha ncn acid ncccivebeccs 10 Stat. 304. 
Act of June 32, 1860..ccnccnnqeccescee= 12 Stat. 85, 
Sibbald_. Soi iwcdcdced kégbewasddewectt THN Ot BU BL TEES cacebuscacnanconan 9 Stat. 682, 
Wietaee? 2. ..... i vtapiiedcdacbspabobehe Actol Mar: 3; 2067. cc caccinectencuds 9 Stat. 705. 
Cc hippewa Hal-ING60......~. .cclcosnecs Treaty of Sept. 30, 1854..........-.--.- 10 Stat. 1109. 
Gerard .- wouneccscsnunaa| AGE POM EE IME cialveinbebebaciecs 10 Stat. 849, 
; Military bounty warrantS..---.--.------ (ant “ Mag. i Sa Seer 10 Stat. 701. 
> i Act Of Jan. 3, 1A53... 2. ccccncesevcne | 10 Stat. 745. 
: McKee..........--------------00ee-2-"" \Act of Mar. 1. I889.......-.-...-2----- 25 Stat. 1307. 
= Revolutionary bounty land.............- ACt Of AUR, 81, 1808 cic dccoccesccecnes 10 Stat. 143 
ei Wyandotte (are aty of Jan. 3, 1855_..............-.- 10 Stat. 1159, 1162. 
i eh eet pec eae ae Treaty of Mar. 17, 1842......-.-.- .| 11 Stat. 581, 583. 
ts IRE ih snk ndcdacsntmmnnicneedanienead Act of Feb. i on nt ode sonra 11 Stat. 564. 
‘* Act of June 21, 1860...........-..-.... 12 Stat. 866. 
ij DOBRO. -oce-neeneesnsrneccncendecnsonee yep po} ~ maeanannbanen 21 Stat. 570. 
ey Fenwick.......- pcacnocehuisheocchses| | MG Ot CUMD Bh, a DeC ec nnpwuvvueweboocus 12 Stat. 866. 
op Agricultural College. peg Oe Re” Re a ee Ee 12 Stat. 503. 
& La Nana and Los — Es cua eamenne BIER Es is Tc dtietopansunchaed 12 Stat. 371. 
ee: Porterfield... .....-- Seer ee Serer 12 Stat. 836, 
, WRI a ide sche tunpedtunacugcs ia cena Act of June 21, 1880. ..............--.. 12 Stat. 866. 
Act ~ — Wy MOG Sho hva Sd dacubaducs 12 Stat. 86. 
. pV 8 CA | a a ea ee 14 Stat. 544. 
Supreme Court.......------------------- Act of June 10, 1872...........-.....-. 17 Stat. 378. 
Act of Jan, 2B; 1879, - <6.) cabin ceceas 20 Stat. 274. 
Se picwans ddan cibieeeiink sebuaed Treaty of Apr, Si, Mei tsoncddinbenene 13 Stat. 689. 
Valentine____.. nh cobannel Oe Ge IN Oe WEEE ladidoncnssdicdiodus 17 Stat. 649. 
Soldiers additional homestead_-...--.-.- Fees. 2306, 2307 _S Saee o eee 43 U.S. C. 274, 278. 
WRENN 2 cob Ric Peas ebalbaedusesas Bt OF FORD WO; WSIS... a cacacsncccccces 20 Stat. 545. 
POR eho cdsticcnnmtiabcaciesiness Gaede Act of June 9, ‘1880 eS i euddbbobones 21 Stat. 171. 
AGE Ol Fume 6, Wl 3c cncncdscdsansnsese 30 Stat. 36. 
Went ett es isch ee cde Act of June 6, 1900... ................. 31 Stat. 614. 
Act of Mar, 3, 1901_.... 31 Stat. 1037. 
pS RASS et A 2 CoA Act of Feb. 18, 1907 .| 34 Stat. 896. 
Retagio Oden y ; .dadcciddatipwdie atin sddonts ct oh Feb BBW he is ics, so cinnenas 36 Stat. 896. 
| SPR ELORO SEL ERE LDS AGLI TE pur gh eee ae 37 Stat. 507. 
Baca Float No. 3. 2d) Act Of FRy S208 cock ni ck cccecncees 42 Stat. 107. 
SAE a dainedinte appelipenhemeteinne hibivie py fe see 42 Stat. 359. 
Norte.—Reference was found in the records to the following without identification of the legislative 
authority for them: Cene, en ie ee (John), Forbes (Thomas), Gayare, Pawnee Half-Breed, 
Ponca Half. -Breed, Reggio, Seton, 











RECORDATION OF SCRIP, LIEU SELECTION, AND SIMILAR RIGHTS 3 


It was testified before the subcommittee that during the 9-year 
period 1946 to 1954, inclusive, only 37 patents were issued. The 
scrip therefor totaled 3,150 acres. 

The Department’s communication is set forth below in full, as 
follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 18, 1956. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Speaker: Enclosed is a draft of a proposed bill to require the 
recordation of scrip, lieu selection, and similar rights. 

I respectfully suggest that the proposed bill be referred to the appropriate 
committee for consideration, and I recommend that it be enacted. 

The proposed bill would require all owners and claimants of public land scrip 
and selection rights to public lands (other than the indemnity selection rights of 
the States and Alaska) to record their holdings and claims in the Department of 
the Interior within 3 years from the bill’s enactment. Future transfers of such 
holdings and ¢laims would also have to be recorded. If not recorded within the 
period allowed, these scrip and selection rights would not be accepted as a basis 
for the acquisition of public lands. 

This bill would enable the Department to aszertain all outstanding lieu selection 
or scrip rights, including bounty land warrauts. An unknown amount of such 
rights and claims, which range from about a half to over a full century old, is in 
existence. The accompanying schedule sets forth the presently availabile in- 
formation with respect to some of the principal classes of rights or claims which 
would be affeeted by the bill. 

Once the amounts of the various scrips and rights which remain to be satisfied 
are definitely determined, the Department will be able to formulate a procedure 
for satisfving them. It is evident that virtually all of these old rights are now 
held by heirs and assignees of the persons to whom they were granted. While 
the rights have remained unused, almost all of the suitable lands have been taken 
up under various public-land laws. As time goes by, the lands which could be 
used to satisfy the rights continue to dwindle; and as memories and records fade, 
the possibility of accurate proof of the rights becomes more remote. 

A reasonable statute of limitation on the exercise of these rights should be 
adopted and these old accounts should be closed. It can be accomplished, with 
fairness and efficiency, only after the extent of the claims are made known and 
definite. This essential first step would be taken by the enactment of the pro- 
posed bill. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this proposed legislation to the Congress. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


A BILL To require the recordation of scrip, liea selection, and similar rights 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That any owner of, and any person claiming rights 
to, Valentine scrip, issued under the Act of April 5, 1872 (17 Stat. 649); Sioux 
Half-Breed scrip, issued under the Act of July 17, 1854 (10 Stat. 304); Supreme 
Court scrip, issued under the Acts of June 22, 1860 (12 Stat. 85), March 2, 1867 
(14 Stat. 544), and June 10, 1872 (17 Stat. 378); Surveyor-General scrip, issued 
under the Act of June 2, 1858 (11 Stat. 294); a soldier’s additional homestead 
right, granted by sections 2306 and 2307 of the Revised Statutes; a forest lieu 
selection right, assertable under the Act of March 3, 1905 (33 Stat. 1264); a lieu 
selection right conferred by the Act of July 1, 1898 (30 Stat. 597); a bounty land 
warrant issued under the Act of March 3, 1855 (10 Stat. 701); or any lieu selection 
or scrip right or bounty land warrant, or right in the nature of scrip issued under 
any Act of Congress not enumerated herein (except the indemnity selection rights 
of any State, or the Territory of Alaska), shall, within three years from the effective 
date of this Act, present his holdings or claim for recordation by the Department 
of the Interior. ' 

Sec. 2. In the case of a transfer after the effective date of this Act, by assign- 
ment, inheritance, operation of law, or otherwise of a holding or claim of any 
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right recorded under this Act, the holding or claim of right so transferred shall 
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be presented to the Department of the Interior within six months after such trans- 
fer, for recordation by it; except that where such transfer occurs within the period 
of three years from the effective date of this Act and the prior owner has not 
complied with provisions of this Act, the owner or claimant by transfer shall have 
the remainder of such period or a period of six months, whichever is the longer, 
within which to present his claims or holdings for recordation. 

Sec. 3. There shall be endorsed on the evidence of the right or warrant each 
recordation thereof. 

Src. 4. Claims or holdings not presented for recordation, as prescribed herein, 
shall not thereafter be accepted by the Secretary of the Interior for recordation 
or as a basis for the acquisition of lands. 

Sec. 5. The Secretary of the Interior is authorized to make rules and regulations 
to carry out the provisions of this Act. 


ScHEDULE OF INFORMATION CONCERNING THE PrINcripAL Scrip or Liev Se.ec- 
TION RicHts AND Bounty-Lanp WARRANTS, WuHicu ARE OUTSTANDING AND 
Wuicu Vay Be Locatep on or Usep as PAYMENT FOR THE Pusiic LaNnps 


Valentine scrip.—Obedient to a decree of the Ninth Circuit Court of the United 
States, of California, under the provisions of the act of April 5, 1872 (17 Stat. 
649), Thomas B. Valentine executed and delivered to the Commissioner of the 
General Land Office a deed in and to the lands covered by his private land claim 
to certain lands in California and received in lieu thereof 327 certificates covering 
the entire area of the claim amounting to 13,316 acres. 

The departmental decision of March 7, 1902, in the case of Frederick W. 
McReynolds (31 L. D. 259), held that where a Valentine scrip certificate had been 
surrendered for an area less than the face of such certificate, the excess of acreage 
of the certificate over the acreage for which it had been surrendered could be 
utilized, thus making such scrip divisible and locatable in small portions. There 
are about 3,000 acres of stich scrip unsatisfied. 

Sioux Half-Breed scrip.—The act of Congress approved July 17, 1854 (10 Stat. 
304), authorized the President to exchange with certain half-breeds or mixed- 
bloods of Dacotah or Sioux Nation of Indians for a tract of land in Minnesota 
certificates or scrip for the same amount of land to which each individual would 
be entitled in case of a division of such tract of land ‘‘pro rata” among them. The 
tract mentioned had been set apart by the ninth article of the treaty of July 15, 
1830 (7 Stat. 328), and contained a total of 321,182.90 acres. Scrip certificates 
were issued for the entire area. Under the terms of the act of July 17, 1854, 
supra, the certificates could be located on the public lands, surveyed or unsurveyed, 
nonmineral in character. Unsurveyed lands are subject to location if improve- 
ments have been placed on the land for and in behalf of the Indian. Patents may 
issue only in the name of the Indian in whose name the scrip was issued. While 
the scrip is not assignable, contracts have been made to transfer title after the 
issuance of patents. This scrip is locatable only according to legal subdivisions. 
If there is an excess of the area of the scrip certificate over the area of the land 
located, the excess is waived and the certificate is considered as satisfied in its 
entirety. The amount of this scrip which is outstanding is 2,000 acres. 

Supreme Court and Surveyor-General scrips.—Scrip issued in satisfaction of 
private land claims under decrecs of the United States Supreme Court, pursuant 
to acts of Congress of June 22, 1860 (12 Stat. 85), March 2, 1867 (14 Stat. 544), 
and June 10, 1872 (17 Stat. 378), is known as Supreme Court scrip, and scrip 
issued under the act of June 2, 1858 (11 Stat. 294), is known as Surveyor-General 
scrip. These varieties of scrip are not now locatable on the public lands, except 
in the State of Missouri, but can be received on the basis of $1.25 per acre, from 
actual settlers in payment of preemption claims, or in commutation of home- 
stead entries. There is practically no public land remaining undisposed of in 
Missouri. There are approximately 300 acres of Supreme Court scrip and 
approximately 2,000 acres of Surveyor-General scrip unsatisfied. 

Military bounty land warrants.— Warrants were issued in various denominations 
under the act of March 3, 1855 (10 Stat. 701), and acts passed prior thereto. 
These warrants were locatable on the public lands subject to private entry. 
The act of March 2, 1889 (25 Stat. 854), had the effect of limiting the location 
of warrants to Missouri. Warrants may be used to pay for land purchased 
swag the desert land, isolated tract, timber and stone, and commuted homestead 
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There are probably more than 25,000 acres of such warrants outstanding. 

Soldiers’ additional homestead rights—Any officer, soldier, seaman, or marine 
who served for not less than 90 days in the Army or Navy of the United States 
during the Civil War, who received an honorable discharge therefrom, and who, 
prior to June 22, 1874, the date of the adoption of the Revised Statutes, made a home- 
stead entry for less than 160 acres, could, under section 2306 (Revised Statutes), 
enter an additional quantity of land which, added to the previous entry, would not 
aggregate more than 160 acres. The right was extended by section 2307 (Revised 
Statutes) to the widow, if unmarried, and otherwise to the minor orphan children. 
The Supreme Court in the case of Webster v. Luther (163 U.S. 331) declared the 
right to be assignable and transferrable, and in the case of Anderson v. Clune 
(269 U. S. 140) held that if the right be not exercised or transferred by the donee, 
his widow, or’ minor orphan children, it passes to his estate as other property. 
These rights are considered in the nature of scrip. The area outstanding of this 
class of scrip is uncertain. In some cases the right has never been assigned or used. 

Forest lieu selections.—Forest lieu selections were authorized by the act of 
June 4, 1897 (30 Stat. 36), which was amended by the acts of June 6, 1900 (31 
Stat. 614), and March 3, 1901 (31 Stat. 1037). 

The act of March 3, 1905 (33 Stat. 1264), repealed the acts above mentioned 
but contained‘a provision that contracts which theretofore had been entered into 
by the Secretary of the Interior would not be impaired. The repealing act ex- 
cepted from its operation valid selections then pending and provided that if any 
such selection:should fail through no fault of the selector, a new selection might 
be made in lieu thereof. Approximately 3,000 acres of reselection rights are 
outstanding. 

Lieu selection right under 1898 act.—Under the act of July 1, 1898 (30 Stat. 597, 
621), lieu selection rights were granted to certain qualified settlers, their heirs or 
assigns, who purchased, settled upon, or claimed in good faith lands within the 
limits of the Northern Pacific Railroad Co. land grant to which the right of the 
railroad company or its lawful successor is claimed to have attached. The area 
which would be affected by outstanding lieu selection rights under the 1898 act 
as supplemented is uncertain. 


The Committee on Interior and Insular Affairs recommends that 
H. R. 2972 be enacted. 


O 
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PROVIDING FOR THE MANAGEMENT AND DISPOSITION 
OF CERTAIN PUBLIC DOMAIN LANDS IN THE STATE 
OF OKLAHOMA 





June 13, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Enotes, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 4001] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4001) to provide for the management and dis- 
position of certain public domain lands in the State of Oklahoma, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 10, preceding the numeral 2 insert the word “‘or’’. 

Page 2, strike all of lines 11 and 12. 

Page 3,'line 22, preceding the words “any tract”, insert the words 
“the surface rights to’. 

Page 4,: lines 11 and 12, strike the words “which are withdrawn, 
classified, or valuable for mineral deposits’’. 

Page 4, line 13, strike the word “such” and insert in lieu thereof the 
word “‘all’’. 

Page 4, line 15, insert a period following the word “law” and strike 
the words “‘, but this requirement may be waived by the Secretary in 
connection with any disposition under subsection (a) (3) of section 2.” 

Page 5, lines 3 to 6 inclusive, strike all of subsection (d). 

This proposed legislation was suggested by the Secretary of the 
Interior in a communication dated January 17, 1955, addressed to 
the Speaker of the House, who referred the same to the Committee 
on Interior and Insular Affairs for consideration. In accord with 
the request of the Secretary of the Interior, the chairman of the 
committee introduced a bill (H. R. 4001) in identical form to the 
draft of the proposed bill submitted by him. 

A similar bill was approved by the Senate in the last Congress but 
was not acted on by the House before adjournment. 
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2 MANAGEMENT AND DISPOSITION OF CERTAIN PUBLIC DOMAIN LANDS 


PURPOSE AND EXPLANATION 


H. R. 4001, if enacted into law, would provide legislative authority, 
now lacking, for the management and disposition by the Secretary 
of the Interior of any interest of the United States in the surface 
rights to approximately 20,000 acres of reconveyed Choctaw and 
Chickasaw Indian lands in the State of Oklahoma. 

These 20,000 acres of land, which consist of numerous small tracts 
scattered throughout an area 100 miles long and 60 miles wide in 
eastern Oklahoma, are all that remain of the surface rights to an 
original area of approximately 440,000 acres of segregated lands 
owned in conuron by the Choctaw and Chickasaw Indians, which 
were placed under the control of the United States by the Indians 
pursuant to a treaty in 1898. Subsequent to the treaty Congress 
passed various laws providing for the disposition of these lands for 
the benefit of the Indians. . Acting upon a claim by the Indians that 
the United States had not fulfilled its contractual obligations with 
respect to the disposal of the segregated lands and mineral deposits, 
the Congress, by the act of June 28, 1944 (58 Stat. 463, 483), author- 
ized the purchase of such unsold lands and mineral deposits. Deeds 
were executed on November 29, 1950, conveying to the United States 
the various remaining interests in such unsold lands and mineral 
deposits, aggregating some 400,000 acres, for the purchase price of 
$8,500,000. 

These reconveyed lands were chiefly valued for their mineral rights 
to coal and asphalt deposits. The remaining unsold surface rights, 
comprising some 20,000 acres affected by H. R. 4001, have been valued 
at only $150,000, not including permanent improvements made by 
and belonging to those using such lands. 

The act of June 28, 1944, provided for the mineral development of 
the lands under the applicable public land mining and mineral leasing 
laws but did not provide for their nonmineral use, for the dedication of 
areas for public purposes, nor for the disposal of tracts that do not 
need to be retained in Federal ownership. 

Title uncertainties have been experienced by private owners in the 
area because of inadequate surveys and from instances of the issuance 
of judgments, decrees, and orders of condemnation in court proceed- 
ings in which the United States did not consent to be a party to the 
suit. The Indian nations, as owners, have in the past issued about 
100 leases and permits for various land uses. The serious difficulties 
as to land titles and boundaries which have arisen and the rights and 
equities of persons now lawfully in possession of some of the tracts, 
have combined to complicate greatly the problems of the administra- 
tion of the lands. If enacted, H. R. 4001 would enable the Secretary 
of the Interior to resolve these problems. 

The enactment of this proposed legislation will permit the Secretary 
of the Interior, with respect to the surface rights only, to sell or 
relinquish tracts of those lands when he finds it appropriate to provide 
proper use of the lands and to clear titles to the lands; to sell or lease 
lands to the State of Oklahoma, the political subdivisions of the State, 
and nonprofit organizations for recreational and public purposes; to 
dedicate for public purposes, tracts which were set apart under the 
Indian townsite laws for such use, but which were never dedicated and 
therefore passed to the United States under the reconveyance; and 
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to sell or relinquish such lands in order to facilitate the administration 
and management of the lands. The Secretary of the Interior also would 
be authorized to issue easements, leases, or permits for the develop- 
ment of the nonmineral resources of the lands or to sell such resources. 

Subsection (b) of section 2 of the bill would require the Secretary 
to recognize the equities of certain long-standing occupants of the 
lands, by according them preference rights to purchase, and also would 
require that any occupant who is lawfully in possession of a tract at 
the time of its offer for sale, be permitted to remove any of his im- 
provements on the land or to elect to receive compensation for such 
improvements from the successful purchaser of the tract. The 
improvements on the lands held by such occupants belong to them. 
Such improvements were not purchased by the United States when 
the lands were acquired from the Indians. 

Subsection (c) of section 4 would require that where a survey is 
found necessary to describe properly any lands to be disposed of, 
the proposed grantee shall pay the actual cost of such survey. 

Subsection (b) of section 4, as it is proposed to be amended, would 
require that any deed for lands disposed of under section 2 contain 
a reservation to the United States of all mineral deposits, together 
with the right to prospect for, mine, and remove the same under 
applicable provisions of law. 


COMMITTEE AMENDMENTS 


The committee amendments are intended to confine the provisions 
of this proposed legislation to the disposition and management of the 
surface rights to the reconveyed lands identified therein, including 
the nonmineral resources; to reserve to the United States all mineral 
deposits contained in lands disposed of under the provisions of the 
proposed legislation; and to remove such provisions in the bill as 
introduced, as would have permitted the exchange of any tract of 
such reconveyed lands for other lands or mineral deposits. 

The committee notes that some 20,000 acres of land are affected 
by H. R. 4001 and not 400,000 acres as indicated in the communication 
from the Secretary of the Interior. 

The enactment of this proposed legislation would permit proper 
management and maximum utilization of these reconveyed lands and 
would make: possible a higher return to the United States for the 
amount spent in purchasing the lands from the Indians. Enactment 
would not require any appropriation of Federal funds. 

The said communication from the Secretary of the Interior, dated 
January 17, 1955, presents a full statement of the purpose of the 
proposed legislation and is as follows: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY; 
Washington 25, D. C., January 17, 1955. 
Hon. Sam RayBurn 


Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: Enclosed herewith is a draft of a proposed bill to 
provide for the management and disposition of certain public-domain lands in 
the State of Oklahoma. 

I respectfully suggest that the proposed bill be referred to the appropriate 
committee for consideration, and I recommend that it be enacted. 

The lands covered by this proposed bill are located in eastern Okishoma. 
There are about 400,000 acres of land affected, extending from the Arkansas 
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boundary line west for more than 100 miles, and extending in a north-south 
direction for more than 60 miles. Part of the lands, located primarily in the 
counties of LeFlore, Haskell, Latimer, Pittsburg, Atoka, Coal, Muskogee, and 
Sequoyah, are considered to be valuable for coal; the remaining lands, which lie 
in the counties of Johnson, Pontotoc, Carger, Jefferson, Pushmatah, and Murray, 
are believed valuable for asphalt. Oil has been produced on relatively nearby 
lands and may someday be produced on the lands covered by the bill. There are 
several towns on this land. The total population of the lands affected by the 
bill is about 65,000. 

These lands were purchased from the Choctaw and Chickasaw Nations of 
Indians for $8,500,000. The Indians have no further interest in or title to any 
of these lands. 

The area was originally segregated and reserved from allotment by the Secre- 
tary of the Interior for future sales, under.an agreement in 1902 (32 Stat. 641, 
653) with the Indians. No sales were made under the agreement. Under the 
acts of February 19, 1912 (37 Stat. 67) and February 8, 1918 (40 Stat. 433) 
however, the Secretary of the Interior sold most of the surface of the lands and 
some of the coal and asphalt deposits for the benefit of the Indians. 

To provide for the disposition of the remaining lands, Congress passed the 
act of June 28, 1944 (58 Stat. 463, 483) which authorized the purchase of the 
unsold portions of the segregated lands and mineral deposits. By the act of 
May 24, 1949 (63 Stat. 76, 84) Congress appropriated the necessary funds. On 
November 29, 1950, the principal chief of the Choctaw Indian Nation and the 
Governor of the Chickasaw Indian Nation executed deeds to convey to the United 
States all of the nation’s interests in the lands purchased by the Government. 
In some cases these interests consisted of just coal and asphalt rights; in others 
they included surface rights and mineral rights, exclusive of coal and asphalt; 
and in still others the entire fee title was transferred to the United States 

The 1944 act declared that the lands ‘‘shall become part of the public domain 
subject to the applicable public land mining and mineral leasing laws.” No 
legislative provision has been made, however, for the nonmineral use of the lands, 
for the dedication of appropriate areas for public purposes, nor for the disposal 
of tracts that do not need to be retained in Federal ownership. 

Title uncertainties have been experienced by private owners in the area, because 
of inadequate surveys. Another special problem clouding the title of private 
persons arises from instances of the issuance of judgments, decrees, and orders 
of condemnation in court, proceedings in which the United States did not consent 
to be a party to the suit. The lack of adequate legislative authority for the man- 
agement of these lands, the serious difficulties as to land titles and boundaries 
which have arisen, and the diverse rights and equities of persons now lawfully in 
possession of some of the tracts, have combined to complicate greatly the prob- 
lems of the administration of the lands. 

The bill would authorize the Secretarv of the Interior to sell, exchange, and 
relinquish tracts of those lands when he finds it appropriate to provide proper use 
of the lands and to clear up problems of title to the lands. This provision, in 
section 2 of the bill, also recognizes the equities of certain long-standing occupants 
of the lands by according them purchase preference rights. This section of the 
bill would also permit lawful occupants to remove, or to elect to receive com- 
pensation for, any of their improvements on the tracts disposed of. 

The Secretary may, under section 3 of the bill, sell or lease lands to the State of 
Oklahoma, the political subdivisions of the State, and nonprofit associations under 
the terms of the act of June 4, 1954 (68 Stat. 173; 43 U. 8. C., sec. 869, et seq.). 
This act provides for such disposals for recreational and public purposes. Section 
3 would also permit the dedication for public purposes of tracts which were set 
apart under the Indian townsite laws for such use, but which were never dedicated 
and therefore passed to the United States under the reconveyance. Section 4 
provides for the establishment of a minimum price in sales of land under the bill; 
and for the imposition of a service charge of at least $10 when deeds of relinquish- 
ment are issued without compensation in order to remove clouds on title or to 
adjust boundaries. 

Provision is made for the reservation of mineral deposits by the United States 
when the lands disposed of under section 2 are withdrawn, classified, or valuable 
for those minerals. The mineral resources of the lands would continue to be sub- 
ject to disposition in accordance with the provisions of the act of June 28, 1944 
supra, which extended the general mining and mineral leasing laws of the United 
States to those lands. 

Section 4 of the bill further authorizes the insertion in the deeds of any provision 
necessary to protect the holders of existing interests in the lands or to provide for 
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access to other tracts of Federal lands. Grantees must pay the costs of any sur- 
veys which may be necessary. 

Bection 5 of the bill contains general authority for the issuance of easements, 
leases and permits to develop and use the nonmineral resources in the lands, and 
for the sale of these resources. Section 6 authorizes the acceptance of contribu- 
tions or donations to be used for the purposes of the new act. Such a provision 
would expedite greatly the completion of the Federal survey program for the lands, 
particularly in areas of rough terrain and dense undergrowth, by permitting the 
acceptance of contributions offered by those private parties whom the Federal 
survey program would benefit. Section 7 makes provision for the issuance of 
such regulations as may be necessary or appropriate to implement the provisions 
of the bill and to protect multiple use of the land’s resources. Under section 8, 
proceeds realized under the provisions of the proposed bill would be credited to 
miscellaneous receipts of the Treasury. 

We strongly urge the enactment of this legislation because it would permit 
proper management and maximum utilization of the lands. Such a law would also 
make possible a higher return to the United States for the amount spent by the 
United States in purchasing these lands from the Indians. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this proposed legislaticn to the Congress. 

Sincerely yours, 


Orme Lewis, 
Assistant Secretary of the Interior. 


A BILL To provide for the management and —— of certain public domain lands in the State of 


lahoma 


1 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Interior is authorized 
to provide, in accordance with the terms of this Act, for the management and 
disposition of any interest of the United States in those lands which were recon- 
veyed to the United States by deeds of conveyance executed on November 29, 
1950, by the Principal Chief of the Choctaw Nation and the Governor of the 
Chickasaw Nation, or which have been, or may be, reconveyed to the United 
States by any further and supplemental conveyances made under the authority 
of the Interior Department Appropriation Act of June 28, 1944 (58 Stat. 463, 483), 
the Joint Resolution of June 24, 1948 (62 Stat. 596), and the First Deficiency 
Appropriation Act of May 24, 1949 (63 Stat. 76, 84). 

ag 2. (a) The Secretary of the Interior, in order to facilitate the administra- 
tion and management of the lands, to remove any clouds on the titles of any 
persons to interests in such lands, or to establish definite boundaries for such 
lands, may (1) seil any tract of the lands at public sale to the highest responsible 
bidder, or at private sale; (2) exchange any tract of such lands for other lands or 
mineral deposits of approximately equal aggregate value; or (3) relinquish any 
tract of such lands, with or without compensation, to any person having a legal 
or equitable interest therein. In passing upon a proposed disposition of any 
tract of land under this subsection, the Secretary shall take into account the uses 
to which the tract involved is most suited and whether it may be better utilized 
in private ownersbip. 

(b) In selling any tract under subsection (a) of this section, the Secretary shall 
make such provision as he may deem appropriate to give a preference right to 
any occupant of the tract who has, or whose predecessors in interest have, lawfully 
and continuously occupied the tract for home, business, or school purposes since 
April 30, 1949, or earlier. The Secretary shall give any occupant who is lawfully 
in  eeqgerones of a tract at the time of its offer for sale, an appropriate period 
within which such occupant may remove improvements constructed by him or 
by his predecessors in interest, or may elect to receive compensation for such 
improvements from the successful purchaser of the tract in an amount equal to 
the appraised value of the improvements as determined by the Secretary. 

(c) In disposing of an interest in any tract under this Act, the Secretary may 
also give a preference right, when he deems it appropriate, to any owner of an 
interest in any land adjoining the tract to be disposed. 

Sec. 3. (a) The Secretary may sell or lease any tract under the provisions of 
the Act of June 4, 1954 (68 Stat. 173; 43 U. S. C., sec. 869, et seg.) to the State of 
Oklahoma, or any other agency or organization qualified under that Act. 

(b) Upon the filing of an application by an appropriate local governing body 
within two years after the first issuance of regulations under this Act, the Secretary 
of the Interior may relinquish or convey to such body, without compensation, any 
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tract of the lands which, prior to the transfer of title to the United States, was 
set apart for streets, alleys, or other public purposes, even though not legally 
dedicated to such purposes. 

Sec. 4. (a) The Secretary of the Interior shall issue quitclaim deeds for any 
lands disposed of under section 2 or section 3 (b) of this Act. The Secretary 
shall fix through appraisal the minimum price to be paid for lands that are offered 
for sale under subsection (a) (1) of section 2. If any lands are relinquished under 
subsection (a) (3) of section 2, without compensation, the Secretary shall require 
the grantee to pay a service charge of not less than $10. 

(b) Any deed for lands disposed of under section 2 of this Act which are with- 
drawn, classified, or valuable for mineral deposits shall contain a reservation to 
the United States of such mineral deposits, together with the right to eg tem 
for, mine, and remove the same under applicable provisions of law, but this 
requirement may be waived by the Secretary in connection with any disposition 
under subsection (a) (3) of section 2. Any deed for lands disposed of under 
this Act shall contain any provision which the Secretary determines is necessary 
in order to protect the rights of the holders of existing interests in the lands, or 
to permit access to any of the lands in which the Federal Government retains an 
interest. 

(c) If asurvey is necessary to describe properly any lands that are to be disposed 
of under this Act, the Secretary shall require the proposed grantee to pay the 
proportionate cost of such survey. 

(d) Any lands or mineral deposits acquired by the United States in an exchange 
under this Act shall be subject to the same provisions of law as the public lands 
for which they were exchanged. 

Sec. 5. The Secretary of the Interior may issue easements, leases, or permits 
for the development and use of nonmineral resources of the lands or may sell such 
resources, 

Src. 6. The Secretary of the Interior may accept contributions or donations 
of money, services, and property to further the provisions of this Act. Moneys 
received under this section shall be covered into the Treasury and are hereby 
appropriated and made available until expended, as the Secretary may direct, 
for payment of expenses incident to the function toward the administration of 
which the contributions were made and for refunds to contributors of amounts 
contributed by them in excess of their appropriate share of such expenses, as 
determined by the Secretary. 

Sec. 7. The Secretary of the Interior may issue such regulations as may be 
necessary or appropriate to carry out the provisions of this Act, including regula- 
tions providing for the protection of the surface and other nonmineral values of 
lands disposed of under this Act whenever any mineral rights reserved to the 
United States are exercised by it or under its authority. 

Src. 8. All moneys realized under the provisions of this Act, except moneys 
received under the provisions of section 6 shall be deposited in the Treasury as 
miscellaneous receipts. O 
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1st Session 





No. 751 





PROVIDING THAT REVERSIONARY INTERESTS OF THE UNITED 
STATES IN CERTAIN LANDS FORMERLY CONVEYED TO THE CITY 
OF CHANDLER, OKLA., SHALL BE QUITCLAIMED TO SUCH CITY 





June 13, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enc ez, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 4747] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 4747) to provide that reversionary interests of 
the United States in certain lands formerly conveyed to the city of 
Chandler, Okla., shall be quitclaimed to such city, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill permits the Secretary of the Interior to quitclaim to the 
city of Chandler, Okla., upon payment by the city of the sum of 
$3,000, all right, title, and interest of the Federal Government to 
approximately 154 acres of land given to the city by the United 
States in 1923. 

The 1923 act conveying this land to the city contained two rever- 
sionary clauses. One provided that if the lands were not used for 
public park purposes, they would revert to the Government. The 
second clause reserved the right of the United States and the right 
of the militia of the State of Oklahoma to enter and occupy the 
lands for military and aviation purposes. 

Although the city does use a portion of the lands for a city park, 
the adjacent portions could well be utilized for other public purposes. 
The enactment of H. R. 4747 would permit the city to obtain a clear 
title to the lands and to proceed with plans for civic benefit. 

The committee is informed that the State of Oklahoma has no 
need for the lands for military purposes. The Department of the 
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2 INTERESTS IN CERTAIN LANDS QUITCLAIMED TO CHANDLER, OKLA. 


Interior advises that the United States has no interest in the lands 
or in the rights to their use which were reserved by the 1923 act. 
The Department’s report follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 12, 1956. 
Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: This is in reply to your request for the views of this 
Department on H. R. 4747, a bill to provide that reversionary interests of the 
United States in certain lands formerly conveyed to the city of Chandler, Okla., 
shall be quitclaimed to such city. 

We have no objection to the enactment of this bill. 

H. R. 4747, if enacted, would provide for the conveyance to the city of Chandler, 
upon the payment of $3,000 of the reversionary interests of the United States in 
certain lands. These lands, which were conveyed to the city of Chandler by the 
act of February 15, 1923 (42 Stat. 1255) for use as a public park, are acquired 
lands. When the United States conveyed the lands to Chandler, it reserved its 
right and the right of the militia of the State of Oklahoma to enter and occupy 
the lands for military and aviation purposes. 

We have no interest in the lands or in the rights to their use which were reserved 
~: 1923 aet. Consequently, we have no objection to the enactment of this 

ill. 

The Bureau of the Budget has advised that there is no objection to the presenta- 

tion of this report to your committee. 


Sincerely yours, » a 
RED G. AANDARL, 


Assistant Secretary of the Interior. 


Enactment of H. R. 4747 is recommended by the Committee on 
Interior and Insular Affairs. 


O 
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EXTENDING SPECIAL LIVESTOCK LOANS FOR 2 YEARS 





Jone 13, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo ey, from the Committee on Agriculture, submitted the 
following 


REPORT 


[To accompany H. R. 4915] 


The Committee on Agriculture to whom was referred the bill 
(H. R. 4915) to amend the act of April 6, 1949, to extend the period 
for emergency assistance to farmers and stockmen, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


STATEMENT 


The purpose of this bill is to extend for 2 years the authority of the 
Secretary of Agriculture to make special loans to livestock producers 
to assist them in overcoming the effects of the drought and the 1953 
drop in livestock prices, particularly the price of cattle. The author- 
ity for these special loans was created by Congress at the time it 
authorized emergency loans to farmers in disaster areas. It was 
recognized that the widespread drought and the resulting drop in 
cattle prices had seriously affected livestock producers in areas far 
removed from those actually stricken with drought. 

Under present provisions of law the authority to make these loans 
will expire on July 14,1955. The Department of Agriculture reports 
that because of the extended drought in many areas livestock operators 
generally have not yet had sufficient time to overcome the losses 
occasioned as the result of market conditions in 1953 and recommends 
that the loan program be extended for 2 additional years. 

The bill also includes a new provision authorizing the Secretary to 
make supplemental loans after the expiration of the 2-year extension 
in order to protect the Government’s interest in loans which have 
previously been made but at that time have not been paid off. 
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2 EXTENDING SPECIAL LIVESTOCK LOANS FOR 2 YEARS 


Following is the letter from the Acting Secretary of Agriculture 
proposing the legislation herewith reported: 








Marcu 3, 1955. 





The Speaker, 
House of Representatives. 


Dear Mr. Speaker: There is attached a copy of a proposed bill which would 
amend the act of April 6, 1949, as amended (Public Law 115, 83d Cong.), to extend 
the lending authority authorized thereby. 

The present lending authority authorizes the making of special livestock loans 
from the revolving fund to established producers and feeders of livestock during 
a period of 2 years following the approval of the act, which is July 14, 1953. 
Hence, the lending authority pursuant to this act will expire on July 14, 1955. 
The proposed bill would extend to July 14, 1957, the period during which such 
loans may be made, and would authorize the making of special livestock loans 
topnont ter only to livestock producers who are then indebted for such loans already 
mae. 

Because of the extended drought in many areas, and because livestock operators, 
generally, have not yet ha‘ suificient time to overcome losses sustained as a result 
of the market conditions which prevailed in 1953, we think the proposed extended 
lending authority is needed. We think, also, that the proposed authority to make 
loans to indebted borrowers after July 14, 1957, is important as a means of pro- 
tecting the Government’s investment in loans which have not been repaid by that 
time, and in affording worthy indebted borrowers who are not then in position to 
return to their normal sources of credit, additional time for working cut of their 
financial difficulties. 

Since special livestock loans are made from the revolving fund, which includes 
collections on loans as received, it is not contemplated that the proposed extended 
lending authority would require the appropriation of additional funds. We do 
not think loans for any future year would exceed $20 million. These loans are 
processed by employees of the Farmers’ Home Administration along with their 
regular duties, and for this reason, very little additional administrative cost would 
be involved. 

The Department recommends the enactment of this proposed legislation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress for its consideration. 

Sincerely yours, 


































True D. Morss, Acting Secretary. 


CHANGES IN EXISTING LAW 





In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 











Act or Aprit 6, 1949, as AmeNDEp By Act or Jury 14, 1953 (64 Star. 1109) 
* 














* 
Suc. 2, °.* © 


* * * * - 









SPECIAL LIVESTOCK LOANS 





(c) For a period of [two] four years from the effective date of this subsection 
loans for $2,500 or more may be made to established producers and feeders of 
cattle, sheep, and goats (not including operators of commercial feed lots) who have 
a good record of operations, but are unable temporarily to get the credit they 
need from recognized lenders and have a reasonable chance of working out of 
their difficulties with supplementary financing. After the expiration of the period 
specified herein, such loans may be made only for supplementary advances to pro- 

ucers indebted for loans made under this subsection. ‘The loans may be made on 
such security as the borrower has available and for the time reasonably required 
by the needs of the borrower but not exceeding, in the first instance, a period of 
three years. The creditors of the applicant will not be asked to subordinate their 
indebtedness but must be willing to work with the borrower to the extent of 
executing standby agreements for such periods of time as is reasonably necessary 
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to give the borrower a chance to substantially improve his situation. The leans 
shall bear interest at the rate of 5 per centum per annum and shall be made on 
such other terms and conditions as the Secretary shall prescribe. The loans shall 
be subject to approval by a special committee appointed by the Secretary to 
serve for the particular area as determined by the Secretary. Loans exceeding 
$50,000 shall also be approved by the Secretary. The committee shall consist of 
at least three members appointed by the Secretary from local persons having 
recognized knowledge of the livestock industry. The committee shall perform 
such additional functions under this Act, including general direction of the servic- 
ing of the loans, as the Secretary may prescribe. The members shall serve at such 
compensation as the Secretary shall determine not exceeding $25 for each day 
spent on the work of the committee and shall be entitled to receive transportation 
costs and per diem in accordance with standard Government travel regulations. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
ACQUIRE CERTAIN RIGHTS-OF-WAY AND TIMBER AC- 
CESS ROADS 





June 14, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. EnGuie, from the Committee on Interior and Insular Affairs, sub- 
mitted the following 


REPORT 


{To accompany H. R. 4664] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4664) to authorize the Secretary of the Interior 
to acquire certain rights-of-way and timber access roads, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

This proposed legislation was suggested by the Secretary of the 
Interior in a communication dated February 28, 1955, addressed to 
the Speaker of the House, who referred the same to the Committee 
on Interior and Insular Affairs for consideration. H. R. 4664 is 
identical to the draft of the proposed bill submitted by the Secretary 
of the Interior. 

A similar bill (S. 1464) has been approved by the Senate. 


PURPOSE OF THE BILL 


To authorize the Secretary of the Interior to acquire rights-of-way 
and existing connecting roads adjacent to public lands when needed 
to provide access to timber on public lands under his jurisdiction. 


EXPLANATION 


H. R. 4664, if enacted, would facilitate the perpetual, sustained 
yield forest management program of the Department of the Interior 
on 2 million acres of highly valuable forest lands known as O. & C. 
lands in western Oregon and a similar but less intensive forestry 
program on approximately 4,500,000 acres of scattered public domain 
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lands elsewhere in the 11 Western States. These lands generally lie 
intermingled with privately owned forestry lands. 

In conducting the type of management program which Congress 
has authorized on these jatiti. the Department of the Interior finds it 
ie to acquire rights-of-way and existing connecting roads on 

rivate lands in order to provide access to timber on adjacent public 
ands and to protect the valuable forest lands of the public domain. 
Such acquisitions are found necessary where main trunk roads must 
be constructed to areas where the Department of the Interior has 
large undertakings and where roads must be constructed quickly for 
the purpose of salvaging timber that has blown down or is overmature, 
diseased, or insect infested and of reducing the danger of fires from 
such timber. 

During the past several years, authority to acquire rights-of-way 
and existing connecting roads adjacent to public lands has been given 
to the Department of the Interior in its annual appropriation acts. 
H. R. 4664, if enacted, would make this authority permanent. 

The committee believes that the permanent authority which would 
be provided by H. R. 4664, if enacted, is desirable to obtain the most 
effective and efficient management of the Department’s perpetual, 
sustained yield forest program on lands of the public domain. 

If enacted, H. R. 4664 would give to the Department of the Interior 
authority comparable to that which the Department of Agriculture 
has had for some time in the management of national forest lands. 

The committee understands that the acquisition of rights-of-way 
and existing connecting roads adjacent to public lands is part of a 
self-financing program and that funds expended for such acquisitions 
are obtained from the sale of timber. 

The said communication from the Secretary of the Interior, dated 
February 28, 1955, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 28, 1956. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 


My Dear Mr. Speaker: Enclosed is a draft of a proposed bill to authorize the 
Secretary of the Interior to acquire certain rights-of-way and timber access roads. 

I suggest that the proposed bill be referred to the appropriate committee for 
consideration, and I recommend that it be enacted. 

In its appropriation acts, this Department is authorized, annually, to acquire 
rights-of-way and existing connecting roads adjacent to the Oregon & California 
Railroad grant lands in ew in order to provide access to the timber and to 
protect these valuable forest lands. The proposed bill would make permanent 
the authority to acquire these rights-of-way and existing connecting roads so that 
it would be unnecessary to repeat such authorization each year in the appropria- 
tion act, and, in addition, would grant similar authority with respect to other 
public timber lands under the jurisdiction of this Department 

Much of the publie forests under the jurisdiction of this Department is located 
in areas intermingled with private holdings. It is sometimes possible to enter into 
agreements which permit the timber purchaser to cross over private lands. On 
occasion it is not feasible to harvest the timber in the area at reasonable cost 
without the proposed authority to acquire rights-of-way or roads over private 
lands. The need may be particularly serious where the timber is overmature, 
diseased, or insect infested, since such timber should be harvested as soon as 
possible to realize the values contained in the defective timber and to reduce 
danger of fires and further damage. Only a relatively small acreage of land would: 
be acquired under the proposed bill. The bill makes it clear that acquisition of 
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rights-of-way or roads would be authorized only when needed to provide access 
to public timber. 
he Bureau of the Budget has advised that there is no objection to the presen- 
tation of this proposed legislation to the Congress. 
Sincerely yours, 





, Secretary of the Interior. 
A BILL To authorize the Secretary of the Interior to acquire certain rights-of-way and timber access roads 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Interior may acquire 
rights-of-way and existing connecting roads adjacent to public lands whenever 
he determines that such acquisition is needed to provide a suitable and adequate 
system of timber access roads to public lands under his jurisdiction. 

Sec. 2. For the purpose of this Act, the term “public lands” includes the 
revested Oregon pi alifornia Railroad and the reconveyed Coos Bay Wagon 
Road grant lands in Oregon. 
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AUTHORIZING APPROPRIATIONS FOR THE ATOMIC 
ENERGY COMMISSION 





June 14, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Duruaw, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


[To accompany H. R. 6795) 


The Joint Committee on Atomic Energy, having considered H. R. 
6795, an original committee bill, to authorize appropriations to the 
Atomic Energy Commission for the acquisition or condemnation of 
real property and facilities and for plant or facility acquisition, con- 
struction, or expansion, and for other purposes, unanimously report 
favorably thereon and recommend the bill do pass. 


BACKGROUND 


The Atomic Energy Act of 1946, which was the basic atomic control 
law until the passage of the Atomic Energy Act of 1954, authorized 
the appropriation to the Commission of “such sums as may be neces- 
sary and appropriate to carry out the provisions and purposes of this 
act.” 

Under this broad and general authorization the Commission was 
enabled to seck appropriations for operations, equipment, plants, 
facilities, real estate, or any other purposes covered by the Atomic 
Energy Act of 1946. Such blanket authority to seek appropriations 
rs not normal to Government activities and wes given to the Atomic 
Energy Commission because the program in 1946 was undefined and 
not amenable to treatment under normal budgeting practices of the 
Government. Since 1946, however, the Commission’s program hes 
become more clearly defined and with almost a decade of experience it 
became clear to the Joint Committee that the Commission’s authority 
to seek appropriations should be brought more in line with that ob- 
taining in other areas of Government. . Therefore, the Atomic Energy 
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2 AUTHORIZE APPROPRIATIONS FOR ATOMIC ENERGY COMMISSION 


Act of 1954 modified the Commission’s authority to seek appropria- 
tions as follows: 

Src. 261, Appropriation.—There are hereby authorized to be appropriated 
such sums as may be necessary and appropriate to carry out the provisions and 
purposes of this Act except such as may be necessary for acquisition or condemnation 
of any real property or any facility or for plant or facility acquisilion, construction, 
or expansion. [Emphasis added.] 

The effect of this language as stated in the report accompanyin 
the bill was to require the Commission “to obtain congression 
approval of new construction or expansion of its plants.” 

The bill, H. R. 6795, is the first authorizing legislation resulting 
from the change in the Commission’s authority to seek approptiations 
outlined above. 


SCOPE OF THE BILL 


The Atomic Energy Commission, despite a request from the com- 
mittee so to do, did not furnish the Joint Committee with its inter- 
pretation of the scope of section 261 until it was given orally in the 
first hearing. At that time it was correctly pointed out by the General 
Counsel of the Commission that the amendment which became the 
exception to section 261, the exception on which the present authoriz- 
ing legislation is based, first appeared in its final form in the Report 
of the first Committee of Conference. At that time the word “facili- 
ty’ was first used. 

The word “plant”? has a meaning which is generally well under- 
stood, if not precisely defined. The word “facility”, when used else- 
where, does not have a well understood meaning nor a precise defini- 
tion. However, in the Atomic Energy Act of 1954, there are two 
items which constitute facilities, and are specifically defined in the 
law itself. These items are “production facilities” and “utilization 
facilities.” These types of facilities are of such importance to the 
atomic energy program that their unauthorized use is prohibited 
under stringent criminal penalties, and their authorized use per- 
mitted under carefully drawn statutory standards in the Atomic 
Energy Act of 1954. 

The Commission presented an authorizing bill which included all of 
the items in the normal “plant and equipment”’ budget, and no other 
item. The Commission’s operating budget, however, includes some 
reactor facilities. The Commission did not include these facilities in 
the authorizing bill because they were “temporary.” The General 
Counsel for the Commission correctly pointed out that the word “tem- 
porary” is not in section 261 of the statute. Almost any research 
reactor can be deemed to be temporary. A temporary reactor is 
often the first important piece of equipment in a long program. 
Since the purpose of the requirement of authorizing legislation is 
to give the Joint Committee and the Congress some control over 
the programs of the Commission, this difference in interpretation 
is important. However, since the Commission represented that it did 
have authority to have appropriated funds for such temporary or 
experimental facilities, and did not request authorization for them, 
the Joint Committee has not included them in this bill. The Joimt 
Committee does not intend by the action of not including these items 
in this bill to indicate concurrence with the interpretation given sec- 
tion 261 by the Commission, and indeed has strongly indicated the 
contrary. 
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The Joint Committee has carefully drawn the authorizing bill to 
include those items requested by the Commission which the Joint 
Committee believes are covered by section 261. The Joint Com- 
mittee has excluded from this bill those items which the Commission 
had inserted in the bill but which did not properly come within the 
permissible scope of authorizing legislation under section 261, 


PRINCIPLES UNDERLYING THE BILL 


While it is clear that the Atomic Energy Act of 1954 contemplated 
that the Commission’s authority to seek appropriations should be 
brought more in line with that of normal Government practices, it 
was also recognized that some flexibility was still required in the 
Commission’s budgeting since many projects were not subject to a 
precise predetermination of cost. Further, in some areas of research 
and development, the Commission is not able to forecast 18 or more 
months in advance exactly what plants or facilities it will require 
although it can indicate in advance the degree of financial support 
projects oriented toward a general objective might require. 

As a result of such considerations the Independent Offices Appro- 

riations Act for 1955 gives the Commission a high degree of flexibility. 
Mat act authorizes the Commission to start any project for which an 
estimate was included in the budget if the currently estimated cost of 
that project is within 35 percent of that set forth in the budget esti- 
mate. ‘That is to say, if the Commission estimated in its budget that a 
certain plant would cost $1 million, it could still start the project even 
though at that time it estimated the plant would cost as much as 
$1,350,000. The fiscal year 1955 appropriations act also permits the 
Commission to begin any new project for which an estimate was not 
included in the budget for the current fiscal year if the new project 
“be a substitute therefor within the limits of cost included in the 
budget.” Under this authority, for example, the Commission could 
proceed to build a new plant not included in the budget if it is a sub- 
stitute for another project included in the budget and does not 
exceed the limit of cost estimated for the project that is dropped. 

The Joint Committee recognizes the need for flexibility in the 
Commission’s fast-moving, highly technical program which forms so 
important a base of our national defense effort. However, after full 
consideration, the Joint Committee believes that sufficient latitude 
can be given the Commission to enable it to meet its program goals 
and at the same time afford a closer control to the Congress on the 
initiation or modification of construction, acquisition, or expansion of 

lants and facilities. Specifically, the Joint Committee does not 

elieve the Commission today requires 35 percent leeway on the cost 
of any project; it therefore has provided for a maximum overrun of 
25 percent on projects not fully designed or scoped or which include 
novel and highly technical equipment not amenable to accurate cost 
forecasting, and a maximum overrun of 10 percent on other projects 
which are either well along in design or are in the nature of a normal 
ps a activity in which there is a history of precise estimation 
of costs. 

The Joint Committee also considered closely the Commission’s need 
for authority to substitute a project not included in the budget sub- 
mission for one that is included. The Commission strongly urged that 
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4 AUTHORIZE APPROPRIATIONS FOR ATOMIC ENERGY COMMISSION 





such authority be given it, although it agreed that substitution author- 
ity could be limited to projects required urgently in the weapons 
production, weapons logistic operations, and intimately related special 
nuclear materials production areas. The Joint Committee was per- 
suaded as to the need for this flexibility, but placed the following 
limitations on the Commission’s authority to substitute projects: 

(1) the project must be a substitute for a project authorized in 
subsections 101 (a), 101 (d), or 101 (f); 

(2) the Commission must certify that the new project is ‘‘essen- 
tial to the common defense and security”; 

(3) the Commission must certify that the new project is “re- 
quired by changes in weapon characteristics or weapon logistic 
operations”; and 

(4) the Commission must certify that it is “unable to enter a 
contract with any person including a licensee on terms satis- 
factory to the Commission to furnish from a privately owned plant 
or facility the product or services to be provided in the new 
project.” 

With these safeguards, the Joint Committee believes the Commission 
will be enabled to meet emergency changes in program requirements 
growing out of unforeseen advances in weapons characteristics and 
weapon logistic operations, and, at the same time, the control given 
Congress over construction, acquisition, or expansion of plants or 
facilities by section 261 of the Atomic Energy Act of 1954 will be 
essentially maintained. The Joint Committee will be kept fully and 
currently informed by the Commission on any projects for which the 
substitution authority is proposed to be used and has the assurance 
of the Commission that this substitution authority will be utilized 
only in the event of crucial and urgently important projects required 
by changing conditions as outlined above. 





































SECTION BY SECTION 





ANALYSIS 





Section 101 authorizes the appropriation to the Commission of 
$267,709,000 for acquisition or condemnation of any real property or 
any facility or for plant or facility acquisition, construction, or expan- 
sion, and itemizes the projects for which such sums may be appro- 
priated, together with an estimate of the cost of each. It contains 12 
subsections (subsecs. 101 (a) through 101 (1)) each of which in turn 
contains a series of projects related to the subject of the subsection. 

Sections 101 (a) through 101 (d) contain projects of a nature such 
that estimates of their cost are subject to considerable variance due 
to either their lack of specificity or the nature of the work they en- 
compass; limitations on start of any project set forth in these subsec- 
tions are contained in subsection 102 (a), discussed below. 

Subsections 101 (e) through 101 (j) contain projects the nature of 
which makes them subject to sharper and more precise estimates of 
cost; limitations on start of any project set forth in these subsections 
are contained in subsection 102 (b), discussed below. 

Subsection 101 (k), which encompasses the single project for offsite 
access roads, is of such a nature as to be subject to precise predeter- 
mination of cost; limitations on start of the project set forth in this 
subsection are contained in subsection 102 (c), discussed below. 
























AUTHORIZE APPROPRIATIONS FOR ATOMIC ENERGY CUMMISSION 5 


Subsection 101 (1) encompasses general plant projects; limitations 
on start of any project set forth in this subsection are contained in 
subsection 102 (dy, discussed below. 

Section 102, entitled “Limitations,” takes into account the differing 
nature of the projects authorized by section 101 and establishes con- 
ditions under which the Commission may undertake to begin these 
projects. 

As used in section 102, the term: ‘to start any project” is not 
intended to include advance planning, construction design, and archi- 
tectural services in connection with the project. Section 103 clearly 
authorizes such activities to be undertaken for any project even 
though that project is not yet authorized by law. 1t should be noted, 
however, that for any projects authorized by law the estimated cost of 
that project as set forth in the law does include the cost of such advance 
planning, construction design, and architectural services unless such 
costs shall have been incurred prior to authorization of the project. 

Subsection 102 (a) authorizes the Commission to start any project 
set forth in subsections 101 (a) through 101 (d) only if the current 
estimate of cost of the project at the time of start does not exceed 
by more than 25 percent the estimated cost set forth for that project. 

Subsection 102 (b) authorizes the Commission to start any project 
set forth in subsections 101 (c) through 101 (j) only if the current 
estimate of cost of the project at the time of start does not exceed by 
more than 10 percent the estimated cost set forth for that project. 

Subsection 102 (c) authorizes the Commission to start the project 
for access roads set forth in subsection 101 (k) only if the current 
estimate for that project at the time of start does not exceed the 
estimate set forth in subsection 101 (k). 

Subsection 102 (d), covering projects to be started under subsection 
101 (c) (general plant projects), authorizes the Commission to start 
such a project only if it is in accordance with these criteria: 

1. A project for community operations must be estimated at time 
of start to cost no more than $100,000, and the maximum currently 
estimated cost of any building included in such a project shall not 
exceed $10,000; 

2. For all other programs, the project must be estimated at the 
time of start to cost no more than $500,000 and the maximum cur- 
rently estimated cost of any building included in such a project shall 
not exceed $100,000; and 

3. The total cost of all projects undertaken under subsection 101 (1) 
shall not exceed by more than 10 percent the estimated cost set forth 
for general plant projects in subsection 101 (I). 

Section 103 authorizes the Commission to have funds appropriated 
to it, or to use funds currently or otherwise available to it, to ac- 
complish advance planning, construction design, and architectural 
services in connection with projects which are not authorized by law. 
The intent of this section is to allow the Commission to proceed with 
those activities necessary to the preparation of sound cost estimates 
for future projects so that, at the time they are considered for au- 
thorization, more precise and accurate information may be available 
upon which the Congress can base judgments as to the desirability of 
the project and the soundness of its estimated cost. This authority 
is needed by the Commission if it is ever to be able to estimate its 
plant and facility needs and their costs with the desired degree of 
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Commission can avoid, except in the most unusual instances, any 
substantial degree of overrun in project costs. 

Section 104 authorizes the Commission to have funds appropriated 
to it or to use funds currently or otherwise available to it to restore or 
replace plants or facilities destroyed or otherwise seriously damaged. 
This section is directed toward emergency situations in which plants 


and facilities are destroyed or seriously damaged by, for example, 


fire, storm, sabotage or similar occurrences, and the Commission’s 
program of production of special nuclear materials or atomic weapons 
would suffer unless the plant or facility were placed in operable condi- 
tion or replaced as soon as possible. The authority given by this 
subsection is intended to be used only in such emergency situations. 

Section 105 authorizes the appropriation to the Commission of 
such sums of money as may be currently available to the Commission, 
These funds, which are unobligated balances available to the Com- 
mission under previous appropriation acts and the terms of the Atomic 
Energy Act of 1946, as amended, must under the terms of section 261 
of the Atomic Energy Act of 1954 be authorized for appropriation to 
the Commission if they are to be used for purposes of acquisition or 
condemnation of any real property or any facility or for plant or 
facility acquisition, construction, or expansion not previously author- 
ized. Such funds are authorized by this section to be made available 
to the Commission to cover increases in estimated costs allowable 
under the act, to cover advance planning, construction design, and 
architectural services authorized by section 103, and to meet emer- 

ency repair or replacement requirements as authorized in section 104. 

t should be noted that if such funds are not sufficient to meet these 
additional costs, the Commission is given the authority to have 
appropriated to it such funds as are needed. 

Section 106 authorizes the Commission to use funds authorized to 
be appropriated or otherwise made available to it to start any other 
new project for which an estimate was not included in the act if it be 
a substitute for a project authorized in subsections 101 (a), 101 (d), 
or 101 (f), and if the estimated cost of such new project is within the 
limit of cost of the project for which substitution is to be made, but 
only if the Commission certifies that the new project is essential to the 
common defense and security and is required by changes in weapon 
characteristics or weapon logistic operations, and certifies further 
that it is unable to obtain the product or services to be provided by 
the new project from a privately owned plant facility under terms of 
a contract satisfactory to the Commission. 

The substitution authority given by this section is intended to 
enable the Commission to meet unforeseen situations resulting from 
advances in the overall weapons program which, if not reflected as 
soon as possible in the Commission’s actual production or logistic 
operations, would result in a less strong atomic weapon position than 
could be obtained through the initiation of the project in question. 
It is clearly intended by the Joint Committee and understood by the 
Commission that the authority given by section 106 is to be used 
only in the most unusual and urgent circumstances to meet vital 
needs of the overall weapons program which, if delayed in initiation, 
would adversely affect our common defense and security. It is 
expected that the authority for advance planning, construction 
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design, and architectural services given by section 103 will enable the 
Commission in all but the most unusual circumstances to take ad- 
vantage of advances in its technical programs without loss of vital 
time. The substitution authority of this section is given as a reservé 
authority to be used when actual start of the project, as contrasted 
with advance planning, construction design, and architectural serv- 
ices, must begin immediately without even the short delay involved 
in obtaining congressional authorization for the new project. The 
substitution authority of this section is not to be used to start con- 
struction of any electric transmission lmes. Further, the Commission 
presented no project including any transmission lines to provide any 
connection with the West Memphis plant of the Mississippi Valley 
Generating Co. 

The Joint Committee will be kept fully and currently informed of 
any plans the Commission may have, as a result of changes or advances 
in program as outlined above, to utilize the authority of this section. 


POWER REACTOR DEMONSTRATION ACCELERATION PROJECT 


It is the intention of the Joint Committee that no funds authorized 
to be appropriated under this act shall be used to provide subsidy to 
private companies or in any way contrary to the force or intent of sec- 
tion 169 of the Atomic Energy Act of 1954, which reads: 

Sxc. 169. No Sussrpy.—No funds of the Commission shall be employed in 
the construction or operation of facilities licensed under section 103 or 104 except 
under contract or other arrangement entered into pursuant to section 31. 

The Joint Committee further states that the intent of section 169 
is to prevent subsidy by the Federal Government of the construc- 
tion or operation of research, development, or commercial reactors 
owned by licensees. It was recognized in writing section 169, however, 
that a flat prohibition against the use of any Government funds in the 
operation of such licensed facilities might prevent the Government 
from having research done for it under arrangements authorized by 
section 31 of the Atomic Energy Act of 1954. The Government, if 
it wished such research to be done at or in a licensed facility, should 
not be prevented from doing so and thus placed in the position of 
having to duplicate facilities to do the work. 

The exception clause, authorizing use of funds under arrangements 
made pursuant to section 31, was added to section 169 so that the 
Government could have research that it thought ought to be done, 
carried out in a licensed reactor. Originally the Joint Committee had 
written section 169 without the exception clause but added it for the 
reasons outlined above. 


RESEARCH REACTORS ABROAD 


After the President’s speech on June 11, 1955, the Joint Committee 
added project 56-g-7 to the bill. This project was not included in 
the proposals which had been submitted by the Commission. This 
authorization is for the payment for research and medical reactors to 
be furnished to other countries under the bilateral agreements for 
cooperation. It is hoped that funds will be expended by the executive 
branch on the basis of each country matching the contributions of 
the United States. It is intended that there will be only one research 
reactor in each country which will be financed under this authorization. 


wh O45 2 OOK SES FS EN Ee 


62 e4Ewrul eerste ee «6S 














8 AUTHORIZE APPROPRIATIONS FOR ATOMIC ENERGY COMMISSION 


SURFACE SHIP REACTOR FACILITY 


In recommending authorization of the surface ship reactor facility 
(project 56—b-3) the Joint Committee took note of the fact that the 
reactor propulsion system to be developed in this facility can be used 
in both merchant and naval surface ships, 


REACTOR TRAINING SCHOOL--ARGONNE NATIONAL LABORATORY 


The project to provide for the construction of a reactor training 
school at Argonne National Laboratory at an estimated cost of 
$712,000 was closely considered by the Joint Committee. In general, 
it is the opinion of the Joint Committee that training activities, when- 
ever possible, should be accomplished at established training institu- 
tions in the United States. The Joint Committee does not favor the 
initiation of training courses by the AEC except in those unusual 
cases where needs of the program, or the technical nature of the train- 
ing program itself, are such as not to be able to be accomplished at 
established institutions of learning. 

However, recognizing the need for trained scientists in many areas 
of the world if the peaceful applications of atomic energy are to be 
pursued rapidly and that, in fact, at present no university is suitably 
equipped to give such training, to either foreign students or representa- 
tives of industry in the United States, the Joint Committee was per- 
suaded to the urgent need for this additional training school at Argonne 
National Laboratory. It has, therefore, authorized the appropriation 
of funds for that purpose with the understanding that the school will 
be utilized and operated for a period not to exceed 3 years unless 
further authorized by Congress. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill accom- 
panying this report are shown as follows (new matter is printed in 
italics): 


TEXT OF THE BILL 


A BILL To authorize appropriutions for the Atomic Energy Commission for acquisition or condemnation of 
real property or any facilities, or for plant or facility acquisition, construction, or erpansion, and for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 

Src. 101. There is hereby authorized to be appropriated to the Atomic Energy 
Commission the sum of $267,709,000 for acquisition or condemnation of any real 
property or any facility or for plant or facility acquisition, construction, or expansion, 
as follows: 

(a) Aromrec Weapons.—Project 56-a-1, production or development plants or 
facilities, $20,000,000. 

(6) Reacror Dev etorpment.— 

1. Project 56-b-1, power reactor development acceleration project, $25,000,000, 

2. Project 56-b-2, fast power breeder pilot facility (EBR-IT), $14,850,000. 

8. Project 56-b-3, surface ship reactor facility, $25,000,000. 

4. Project 56-b-4, submarine advanced reactor facility, $23,140,000. 

&. Project 56-b-6, submarine advanced reactor development facilities, Schenectady, 
New York, $3,100,000. 

6. Project 56-b-6, aircraft nuclear propulsion program plant and test area, Arco, 
Idaho, $13,000,000. 
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7. Project 56-b-7, aircraft reactor test plant, $1,437,000. 

8. Project 56-b-8, modifications and expansions to ANP ground test plant, Idaho, 
$1,000,000. 

9. Project 56-b-9, special reactor facilities construction program, $2,000,000. 

10. Project 56-b-10, reactor core test facility, Arco, Idaho, $600,000. 

(c) Paystcat Researcu.—Project 66-c-1, particle accelerator program, 
$10,000,000, 

(d) Specrat Nuciear Mareriat.— 

1. Project 56-d-1, metallex pilot faciiity, Oak Ridge National Laboratory, 


1,000,000. . 
2. Project &§6-d-2, reactor facilities modifications, Hanford, Washington, $11,- 


,000. 

8. Project 56-d-8, special reactor facilities equipment, Hanford, Washington, 
$5,600,000. 

4. Project 56-d-4, modifications to separations and processing facilities, Hanford, 
Washington, $2,560,000. 

5, Project 56-d-5, conversion of pilot plant and facility to production plant and 
facility, Fernaid, Ohio, $600,000. 

6. Project 56-d-6, barrier plant addition, Oak Ridge, Tennessee, $750,000. 

7. Project 56-d-7, new barrier development plant, Oak Ridge, '‘Vennessee, $404,000. 


8. Project 56-d-8, expansion of metal recovery facility, Oak Ridge National 
Laboratory, $370,000, 


(e) Source anp Orner Raw Mareriats.— 

1. Project 56-e-1, expansion and modification of ore processing plant, Monticello, 
UViah, $1,550,000. 

2. Project 56-e-2, storage sites for vanadium bearing tailings, $500,000. 

(f) Atomic VW gaPons.— 

1. Project 56-f-1, art construction project, fiscal year 1956 increment, $17,873,000. 

2. Project 56-f-2, expansion of weapons material fabrication plant and facility, 
$15,000,000. 

3. Project 56-f-8, new Sigma Laboratory, Les Alamos, New Merico, $4,015,000. 

4. Project 56-{-4, detonator production plant, $3,750,000. 

5. Project 56-/-5, base construction, Pacific proving ground, $1,568,000. 

6. Project 56-f-6, Rocky Flats, Colorado, plant and facilities, $1,330,000. 

7. Project 56-{-7, base construction, Nevada test site, $927,000. 

8. Project 56-f-8, addition to technical laboratory shop building, Los Alamos, 
New Merico, $735,000. 

(g) Reactor Dev eLopmMENT.— 

1. Project 56-g-1, engineering test reactor facility, $14,350,000. 

2. Project 56-g-2, reactor training school, Argonne National Laboratory, $712,000. 

3. Project 56-g-3, chemistry cave for radioactive materials, Argonne National 
Laboratory, $448,000. 

4. Project 56-g-4, reactor engineering building addition, Argonne National Lab- 
oratory, $295,000. 

5. Project 56-g-5, high level chemical development facility, Oak Ridge National 
Laboratory, $280,000. 

6. Project 56-g-6, research reactor, Philippine Government, $500,000. 

7. Project 56-g-7, research reactors for the development of peacetime uses of atomic 
energy under Agreements for Cooperation, $5,000,000. 

(h) Puysicat Resrarcu.— 

1. Project 56-h-1, conversion of existing building to development plant, Oak Ridge 
National Laboratory, $1,150,000. 

2. Project 56-h-2, fabrication plant for development equipment, Oak Ridge Na- 
tional Laboratory, $440,000. 

(1) Brotogy anp Mepicine.—Project 56-i-1, medical research plant and 
facility, Brookhaven National Laboratory, $6,046,000. 

(j) Communiry.— 

1. Project 56-j-1, additional housing units, Monticello, Utah, $250,000. 

2. Project 56-j-2, new community hospital, Oak Ridge, Tennessee, $2,900,000. 

8. Project 56-j-3, water and sewer replacements and improvements, Richland, 
Washington, $160,000. 

4. Project 56-j-4, housing program (group 18), Los Alamos, New Mezico, 
$3,500,000. 

(k) Sovrere anp OruerR Raw Marertats.—Project 56-k-1, offsite access 
roads, $4,165,000. 

(l) Generat Pirant Prosecrs.—$17,960,000. 
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10 AUTHORIZE APPROPRIATIONS FOR ATOMIC ENERGY’COMMISSION 


Sec. 102. Limirarions.— 

(a) The Commission is authorized to start any project set forth in subsections 101 (a) 
through 101 (d) only tf the currently estimated cost of that project does not exceed by 
more than 25 per centum the estimated cost set forth for that project. 

(6) The Commission is authorized to start any project set forth in subsections 101 (e) 
through 101 (j) only tf the currently estimated cost of that project does not exceed by 
more than 10 per centum the estimated cost set forth for that project. 

(c) The Commission is authorized to start the project set forth in subsection 101 (k) 
only if the currently estimated cost of the project does not exceed the estimated cost 
set forth for that project. 

(d) The Commission is authorized to start a project under subsection 101 (1) only 
af it is in accordance with the following: 

1. For community operations, the maximum currenily estimated cost of any project 
shall be $100,000 and the maximum currently estimated cost of any building in- 
cluded in such a project shall be $10,000. 

2. For all other programs, the maximum currently estimated cost of any project 
shall be $500,000 and the maximum currently estimated cost of any building included 
in such a project shall be $100,000. 

3. The total cost of all projects undertaken under subsection 101 (1) shall not 
exceed the estimated cost set forth in that subsection by more than 10 per centum. 

Sec. 103. There are hereby authorized to be appropriated funds for advance plan- 
ning, construction design, and architectural services, in connection with projects 
which are not otherwise authorized by law, and the Atomic Energy Commission is 
authorized to use funds currently or otherwise available to it for such purposes. 

Sec. 104. There are herby authorized to be appropriated funds necessary to restore 
or to replace plants or facilities destroyed or otherwise seriously damaged, and the 
Atomic Energy Commission is authorized to use funds currently or otherwise available 
to it for such purposes. 

Sec. 105. In addition to the sums authorized to be appropriated to the Atomic 
Energy Commission by seztion 101 of this Act, there are hereby authorized to be 
appropriated to the Atomic Energy Commission to accomplish the purposes of this 
Act such sums of money as may be currently available to the Atomic Energy 
Commission. 

Sec. 106. Funds authorized to be appropriated or otherwise made available by 
this Act may be used to start any other new project for which an estimate was not 
encluded in this Act if it be a substitute for a project authorized in subsection 101 (a), 
101 (d), or 101 (f), and the estimated cost thereof is within the limit of cost of the 
project for which substitution is to be made, and the Commission cerilifies that— 

(a) the new project is essential to the common defense and security; 

(b) the new project is required by changes in weapon characteristics or weapon 
logistic operations; and 

(c) it is unable to enter into a contract with any person, including a licensee, 
on terms satisfactory to the Commission to furnish from a privately owned plant 
or facility the product or services to be provided in the new project. 
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84TH CoNGRESS \ HOUSE OF REPRESENTATIVES — { Report 
Ist Session No. 808 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF CER- 
TAIN HEARINGS AND REPORTS ON JUVENILE DELINQUENCY 
FOR THE USE OF THE COMMITTEE ON THE JUDICIARY 





June 14, 1955.—Ordered to be printed 





Mr. Hays of Ohio, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 31] 


The Committee on House Administration, to whom was referred 
the Senate Concurrent Resolution 31, having considered the same, 


report favorably thereon without amendment and recommend that 
the concurrent resolution do pass. 


The estimated cost of printing is approximately $1,632.29. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Reporr 
1st Session No. 809 





WAIVING POINTS OF ORDER ON H. R. 6766 





June 14, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TxHornperry, from the Committee on Rules, submitted the 
following 


REPORT 


{To accompany H. Res. 270} 


The Committee on Rules, having had under consideration House 
Resolution 270, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 
Ist Session No. 810 





CONSIDERATION OF H. R. 5891 





June 14, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Trornperry, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 271] 


The Committee on Rules, having had under consideration House 
Resolution 271, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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1st Session 


847TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


No. 811 





CONSIDERATION OF H. R. 735 





June 15, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Tree, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 274] 


The Committee on Rules, having had under consideration House 


Resolution 274, report the same to the House with the recommendation 
that the resolution do pass. 
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84TH Concress }) HOUSE OF REPRESENTATIVES © { '  Reporr 
. Ist Session No. 812 





CONSIDERATION OF HOUSE CONCURRENT 
RESOLUTION 109 





June 15, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 275] 


The Committee on Rules, having had under consideration House 
Resolution 275, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CONGRESS | HOUSE OF REPRESENTATIVES { Report 
1st Session No. 813 





CONSIDERATION OF H. R. 6382 





June 15, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’NeI.t, from the Committee on Rules, submitted the following 
REPORT 
(To accompany H. Res. 276] 


The Committee on Rules, having had under consideration House 
Resolution 276, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CoNnGrREss t HOUSE OF REPRESENTATIVES © { Report 
1st Session ' No. 830 





REPEALING THE ACT OF JANUARY 19, 1929 (45 STAT. 1090, 
CH. 86), ENTITLED “AN ACT TO LIMIT THE DATE OF 
FILING CLAIMS FOR RETAINER PAY” 





Junz 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Hésurr, from the Committee on Armed Services, submitted the 
following 


REPORT 


{To accompany §. 8001 


The Committee on Armed Services, to whom was referred the bill 
(S. 800) to repeal the act of January 19, 1929 (ch. 86, 45 Stat. 1090) 
entitled ‘An Act to limit the date of filing claims for retainer pay,’ 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

The p se of S. 800 is to repeal the act of January 19, 1929, which 
relates to the time limit on filing pay claims with the General Account- 
ing Office by certain members of the Fleet Reserve, the Naval Reserve, 
and the Marine Corps Reserve. 

The main objective of the legislation is to put all of the Reserve 

components on the same basis with regard to the filing of claims. The 
Army and Air Force reservists are controlled by the general 10-year 
statute of limitations on the ee claims with the General Account- 
ing Office under the act of October 9, 1940. This act, however, did 
not affect the 1929 act which would be repealed by S. 800. 
_ In particular, the 1929 act prevents Navy and Marine Corps reserv- 
ists from filing for uniform gratuities after the 3-year statute of limi- 
tations contained in the 1929 act has expired. There have been many 
instances in which Navy and Marine Corps reservists have been 
unaware of this 3-year statute of limitations and thus have been 
denied the gratuity to which they would otherwise be entitled. 
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2 REPEAL ACT TO LIMIT DATE OF FILING CLAIMS FOR RETAINER PAY 


The proposed legislation will put all of the Reserve components on 
the same basis. Knactment of the proposed legislation would. result 
in no increase in the budgetary requirements of the Department of 

efense. 

The Bureau of the Budget interposes no objection to the proposed 
legislation as indicated in the attached letter to the Speaker from the 
Secretary of the Navy. 


January 5, 1955. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives; 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
repeal the act of January 19, 1929 (ch. 86, 45 Stat. 1090), entitled “An act to limit 
the date of filing claims for retainer pay.” 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there is no objection to the 
presentation of this —— for the consideration of the Congress. The Depart- 
ment of the Navy has been designated.as the representative of the Department 
of Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress 

PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to repeal the act of January 19, 1929 (ch. 86, 
45 Stat. 1090). Section 1 of the act related to claims for-retainer pay of members 
of the Naval Reserve Force and the Marine Corps Reserve which accrued prior 
to July 1, 1925, and is no longer effective. Section 2 of the act established a 3- 
year statute of limitations on claims for advance payment by assigned members 
of the Fleet Reserve or Marine Corps Reserve, and on claims for compensation 
for the performance of drills, equivalent instruction or duty, appropriate duty, or 
for administrative functions, and for uniform gratuity accruing to members of 
the Naval Reserve or Marine Corps Reserve subsequent to July 1, 1925. Section 
3 provides that the provisions of the act shall not’ apply to certain members of 
the Fleet Reserve and the Fleet Marine Corps Reserve. 

Tne 3-year statute of limitations on claims by naval and Marine Corps reservists, 
established by section 2 of the act of January 19, 1929, supra, was enacted at a 
time when there was no general statute of limitations on the filing of claims in 
the General Accounting Office. There is no counterpart applicable to claims of 
Reserve personnel of the other armed services or to claims generally. Such 
claims are subject to the act of October 9, 1940 (ch. 788, 54 Stat. 1061; 31 U.S. C. 
71a), which established a general 10-year statute of limitations on the filing of 
claims with the General Accounting Office. 

There appears to be no sound reason why claims of Naval and Marine Corps 
reservists should be subject to a 3-year statute of limitations while all other 
claims are subject to the 10-year limitation established by the act of October 9, 
1940, supra, Enactment of this legislation would remove this discrimination 
and would make all claims subject to the same 10-year statute of limitations. 


LEGISLATIVE REFERENCES 
This proposal was submitted to the 83d Congress by the Department of the 


Navy on April 15, 1954, asa part of the Department of Defense legislative program 
for 1954, but was not introduced. 


COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary 
requirements of the Department of Defense. 
Sincerely yours, 
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REPEAL ACT TO LIMIT DATE OF FILING CLAIMS FOR RETAINER PAY 3 


CHANGES IN EXISTING LAW 


In compliance with Clause 3 of Rule XIII of the Rules of the 
House of Representatives, there is herewith printed in parallel columns 
the text of the provisions of existing law which would be amended 


or repealed by this legislation: 


Extsting Law 


(The act of January 19, 1929 (ch. 86, 
45 Stat. 1090), entitled “An act to 
limit the date of filing claims for re- 
tainer pay’’) 


That no claim for retainer pay which 
accrued to enrolled member of the Naval 
Reserve Force or Marine Corps Reserve 
prior to July 1, 1925, shall be allowed 
unless such claim shall have been filed 
with the General Accounting Office 
within one year from the date of this act. 

Sec. 2. No advance payment to as- 
signed members of the Fleet Naval Re- 
serve or Marine Corps Reserve, no pay- 
ment of compensation for the perform- 
ance of drills, equivalent instruction or 
duty, appropriate duty or for adminis- 
trative functions, nor any payment for 
uniform gratuity accruing to members 
of the Naval Reserve or Marine Corps 
Reserve subsequent to July 1, 1925, 
shall be made upon any claim unless 
such claim shall have been filed with 
the General Accounting Office within 
three years from the expiration of the 
quarter in which the right to such pay- 
ment accrued: Provided, That no claim 
shall be debarred if submitted within 
one year from the date of the passage 
of this act. 

Sec. 3. The provisions of this Act 
shall not apply to members of the Fleet 
Naval Reserve or Fleet Marine Corps 
Reserve, transferred thereto after six- 
teen, twenty or more years’ service in 
the regular Navy or Marine Corps. 


Tue Brit 


Section 1. * * * That the Act of 
January 19, 1929 (ch. 86, 45 Stat. 1090), 
is hereby repealed. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES ° { Report 
1st Session No. 831 





REMOVING THE REQUIREMENT FOR A FINAL PHYSICAL EXAMI- 
NATION FOR INDUCTEES WHO CONTINUE ON ACTIVE DUTY 
IN ANOTHER STATUS IN THE ARMED FORCES 





Jone 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Huppteston, from the Committee on Armed Services, submitted 
the following 


REPORT 


(To accompany 8. 802] 


The Committee on Armed Services to whom was referred the bill 


(S. 802) to amend the Universal eee 2 Training and Service Act, 
0 


as amended, to remove the requirement for a final physical examina- 
tion for inductees who continue on active duty in another status in the 
Armed Forces, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of the proposed legislation is to eliminate the necessity 
for a final physical examination Tie inductees who, upon the comple- 
tion of inducted service, continue without interruption on active 
service, either by enlistment in a Regular component, or as a member 
of a Reserve component on extended active service. 

Presently, section 9 (a) of the Universal Military Training and 
Service Act, as amended, requires that all individuals inducted into 
the Armed Forces be given a physical examination at the beginning 
and upon the completion of their military service. The pertinent 
language in section 9 (a) provides that each individual— 
who is inducted into the Armed Forces under this title for training and service 
shall be given a physical examination at the beginning of such training and service, 
and upon the completion of his period of training and service under this title, 
each such person shall be given another physical examination and, upon his 
written request, shall be given a statement of physical condition by the Secretary 
concerned. 

The requirement of a final-type physical examination under section 
9 (a) was primarily for the: purpese-of»guaranteeing a final type 
physical examination for men leaving military service. In the De- 
pepe of the Army, however, for the past several years, there have 

en a substantial number of inductees who have continued on active 
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2 REMOVE REQUIREMENT FOR A FINAL PHYSICAL EXAMINATION 


military duty after having been discharged from their inducted status. 
For the most part, this group consists of inductees who complete a 
few months of training and thereafter receive a discharge in order to 
enter, without a break in service, on a 3-year enlistment in the Army. 

In fiscal year 1953, 18,000 men who had been inducted accepted dis- 
charges in order to enlist in the Regular Army; in 1954, about 21,000, 
and in fiscal year 1955 there will be an estimated 15,000. 

The removal of the requirement for a physical examination for those 
who continue without a break. in active service does not deprive such 
individuals of any rights they may have with regard to compensable 
physical disabilities. The Government retains its same responsibility 
for the physical fitness of such individuals. 

The proposed legislation, in adding an additional proviso to section 
9 (a) of the Universal Military Trajning and Service Act, as amended, 
provides that if a person who.completes his service under the act con- 
tinues on active service without substantial interruption, a physical 
examination will not be required upon the completion of his inducted 
service. It is further provided, however, that such an examination 
may be requested by the serviceman. concerned, or that the medical 
authorities of the Armed Force concerned may determine that a 
physical examination is warranted. 

he Department of Defense estimates that the enactment of this 
legislation would result in an annual saving of about $80,000. This 
amount represents the cost of conducting the final-type physical 
examinations for those men who under presént law would necessarily 
be examined. 

The legislation is recommended by the Department of Defense as 
part of its legislative program, and has the approval of the Bureau of 
the Budget, as shown by. the attached letter which is hereby made a 
part of this report. 


Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend the Universal Military Training.and Service Act, as amended, to remove 
the requirement for a final physical examination for inductees who continue on 
active duty in another status in the Armed Forces. 

This proposal is, part of the: Department of Defense legislative program for 
1955 and the Bureau of the Budget advised that there is no objection to the 
presentation of this proposal for the consideration of the Congress. ‘The Depart- 
ment of the Army has been designated as the representative of the Department 
of Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The proposed amendment to the Universal Miltary Training and Service Act 
(62 Stat. 614), as amended (50°'U; S.C. App. 459 (a)) is designed to eliminate the 
necessity for a final physical examination when an induetee under the act con- 
tinues on active duty in another status, as by enlistment in a Regular component 
or as a Reserve on active duty in the Armed Forces. . 

Section 9 (a) of the above act requires that each individual “who is inducted 
into the Armed Forces under this title for training and service shall be given a 
physical examination at the beginning of such training and service, and upon the 
completion of his period of training and service under this title, each such person 
shall be given another physical examination and, upon his written request, shall be 
given a statement of a selon condition by the Secretary concerned.”” The neces- 
sity for both of these examinations is obvious in the case of the average inductee 
who serves a period of military ‘duty and then is separated from the service. 
However, a large number of inductees, after: short periods of service, desire to 
enlist in the Regular components of the Armed Forces or to continue on active 
duty in a Reserve status, It is necessary, in order to comply with the act cited 
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above, to give these individuals a physical examination before this change in 
status may be made. Nonetheless, the Armed Forces are not required by law to 
ive physical examinations to a member of a Reserve component who enlists in a 
gular component under similar circumstances. Yet physical standards for 
induction, enlistment, and separation are the same whether the person is an 
inductee or a member of a Reserve or Regular component. Once the individual 
is accepted by one of the Armed Forces, the Government assumes certain responsi- 
bilities with respect to physical fitness irrespective of the individual’s component. 
If the individual acquires a physical defect of such nature as to make him unfit for 
continued duty, he is ordinarily separated from the Armed Forces. If the indi- 
vidual acquires a nondisqualifying compensable defect, the Government is liable 
whether he is an inductee or a member of a Regular or Reserve component. In 
any event, the individual who changes his status during his service receives a 
physical examination when he is separated from the Regular service or from 
active duty in a Reserve status, in accordance with other regulations and laws. 
Accordingly, in an instance where there is no break in the military service the 
physical examination which is required for an inductee upon the completion of his 
period of training and service does not accomplish any useful purpose which is 
not already provided for in other existing procedures. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 83d Congress by the Department of the 
Army on March 3, 1954, as a part of the Department of Defense legislative pro- 
gram for 1954 and was introduced as H. R. 8277 and 8S. 3122. 


COST AND BUDGET DATA 


It is estimated that if this proposal is enacted it would result in a saving of 
$80,000 for the Department of the Army. 
Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is printed herewith in roman type existing 
law in which no change is proposed; new matter is printed in italics: 


Sec. 9. REEMPLOYMENT.—(a) Any person inducted into the armed forces under 
this title for training and service, who, in the judgment of those in authority over 
him, satisfactorily completes his period of training and service under section 4 (b) 
shall be entitled to a certificate to that effect upon the completion of such period 
of training and service, which shall include a record of any special proficiency or 
merit attained. In addition, each such person who is inducted into the armed 
forces under this title for training and service shall be given a physical examination 
at the beginning of such training and service, and upon the completion of his 
period of training and service under this title, each such person shall be given 
another physical examination and, upon his written request, shall be given a 
statement of physical condition by the Secretary concerned: Provided, That such 
statement shall not contain any reference to mental or other conditions which in 
the judgment of the Secretary concerned would prove injurious to the physical 
or mental health of the person to whom it pertains: Provided further, That, if upon 
completion of training and service under this title, such person continues on active 
duty without substantial interruption as a member of the psa Forces of the United 
States, a physical examination upon completion of such training and service shall not 
be required unless it is requested by such person, or the medical authorities of the 
Armed Force concerned determine that the physical examination ts warranted. 
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AMEND SECTION 201 (E) OF THE CAREER COMPENSATION ACT 
OF 1949, AS AMENDED, TO PROVIDE FOR ADVANCE PAYMENTS 
OF CERTAIN PAY AND ALLOWANCES OF MEMBERS OF THE 
UNIFORMED SERVICES 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Duruam, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany S. 804] 


The Committee on Armed Services, to whom was referred the bill 
(S. 804) to amend section 201 (e) of the Career Compensation Act 
of 1949, as amended, to provide for advance payments of certain pay 
and allowances of members of the uniformed services, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

Under existing law, members of the uniformed forces released from 
active duty are entitled to pay and allowances for the number of days 
required for them to travel from the place where they are released from 
service to the place from which they entered on active duty or to their 
home of record, plus a mileage allowance for the travel performed. 
Section 303 (a) of the Career Compensation Act of 1949, as amended, 
authorizes the payment on separation from service of the travel and 
transportation allowances, regardless of whether such member of the 
uniformed services actually performs the travel involved. However, 
there is no authority to pay in advance the pay and allowances that 
accrue for the number of days of travel time involved. This requires 
a separate voucher after the member of the uniformed services has 
reached his home of record or the place from which he entered on active 
duty. This bill would authorize final payment of pay and allowances 
at the place from which the member is separated and would make 
unnecessary the preparation of a separate voucher covering the 2 or 3 
days of pay to which the member is entitled while traveling to his home. 

rovisions of law similar to that purpose in this bill had been in 
effect from 1923 until the enactment of the Career Compensation Act 
of 1949. It is believed that the omission of such a provision from the 
Career Compensation Act of 1949 was unintended. A separate pro- 
vision of law, section: 98 of the National Defense Act, now authorizes 


payments of the type contemplated by this bill to members of. the 
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National Guard, so that approval of this,bill would extend to members 
of the Reserve the same provisions now applicable to members of the 
National Guard. Moreover, members of the Regular components 
would be authorized to be paid for the travel time to the place that 
po select upon being retired or otherwise separated from active 
uty. 
Enactment of the proposed legislation will eliminate unnecessary 


paperwork. 
The Department of Defense recommends enactment and the Bureau 


of the Budget interposes no objection as indicated by the following 
letter from the Secretary of the Army: 


Hon. Sam RaysBurn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation “‘To 
amend section 201 (e) of the Career Compensation Act of 1949, as amended, to 
provide for advance payments of certain pay and allowances of members of the 
uniformed services, and for other purposes.” 

This proposal is part of the Department of Defense legislative program for 1955 
and the Bureau of the Budget has advised that there is no objection to the presen- 
tation of this proposal for the consideration of the Congress. The Department of 
the Army has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 

This proposed legislation would provide that members of the uniformed services 
may, incident to release from active duty or training duty, be paid in advance, 
without regard to the actual performance of travel, pay, and allowances to which 
they are otherwise entitled for the period required to travel from their last. duty 
station to home. 

A similar provision of law was first enacted by the act of March 4, 1923 (42 
Stat. 1508), and was carried forward to section 3 of the Pay Readjustment Act 
of 1942 (56 Stat. 360), which was repealed by the Career Compensation Act of 
1949. However, the Career Compensation Act omitted such provision for ad- 
vance payments. Section 98 of the National Defense Act (act of June 3, 1916, 
39 Stat. 207), now authorizes payment in advance to members of the National 
Guard participating in encampments, maneuvers, or other exercises. 

Payment of advance pay under this proposed legislation could be accomplished 
by one voucher at the time the member leaves the post of duty, incident to release 
from active duty or training duty, witboyt the necessity of followup procedures 
or additional payments and without regard to whether or not the member, so far 
as pay and allowances are concerned, actually traveled to his home. This pro- 
cedure would obviate the additional workload on personnel officers in preparing 
vouchers and also on disbursing officers in computing and paying such vouchers 
for 2 or 3 days’ pay and in many instances only 1 day’s pay when such a member 
is required to wait unti] he has performed the travel to his home. 


LEGISLATIVE REFERENCES 


A similar proposal was included in the Department of Defense legislative pro- 
gram for 1954 and was introduced in the 83d Congress in the form of H. R. 8540 
and 8. 3211. No further action was taken on the bills. 


COST AND BUDGET DATA 


The enactment of this proposal will cause no apparent increase in the budgetary 
requirements for the Department of Defense. 
Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
‘of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 





AMEND CAREER COMPENSATION ACT OF 1949, AS AMENDED 3 


Existinc Law 


CAREER COMPENSATION AcT oF 1949 
(Cu. 681, 63 Strat. 807), as AMENDED 


BASIC PAY 


Sec. 201. (e) All members of the 
uniformed services when on the active 
list, when on active duty, or when 
participating in full-time training, train- 
ing duty with pay or other full-time 
duty (provided for or authorized in the 
National Defense Act, as amended, or 
in the Naval Reserve Act of 1938, as 
amended, or in other provisions of law, 
including participation in exercises or 
legen nena of the duties provided for 

y sections 5, 81, 94, 97, and 99 of the 

National Defense Act, as amended), and 
in addition thereto, all members of the 
National Guard and the Air National 
Guard when they are entitled by law to 
receive from the Federal Government 
the same pay as that authorized for 
members of the Regular components of 
the uniformed services of corresponding 
grade or rank, shall be entitled to receive 
the basic pay of the pay grade to which 
assigned, or in which distributed, pur- 
suant to subsection (b), (c), or (d) of 
this section, in accordance with cumula- 
tive years of service: Provided, That in 
accordance with regulations prescribed 
by the President, in the case of mem- 
bers of the uniformed services called or 
ordered to extended active duty in 
excess of thirty days, active duty shall 
include the time required to perform 
travel from home to first duty station 
and from last duty station to home by 
the mode of transportation authorized 
in orders for such members: Provided 
further, That any full-time training, 
training duty with pay, or other full- 
time duty performed by members of the 
National Guard of the United States or 
the Air National Guard of the United 
States, pursuant to this section, while 
in their status as members of the 
National Guard or the Air National 
Guard of the several States, Territories, 
and the District of Columbia and which 
entitles them to receive basic pay, shall 
be deemed to be active duty in the 
service of the United States. 


Tue Bit 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That the 
Career Compensation Act of 1949, as 
amended, is further amended by adding 
at the end of subsection 201 (e) the 
following provision: 

“Any pay and allowances authorized 
by this Act which will lawfully accrue 
to members for their return home inci- 
dent to release from active duty or 
training duty may be paid to such 
members prior to their departure from 
their last duty station incident to such 
release, without regard to the actual 
performance of such travel.” 
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FACILITATE THE SETTLEMENT OF THE ACCOUNTS OF 
DECEASED MEMBERS OF THE UNIFORMED SERVICES 





JunE 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Gavin, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 933] 


The Committee on Armed Services, to whom was referred the bill 
(S. 933) to facilitate the settlement of the accounts of deceased 
members of the uniformed services, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The ag se of the proposed legislation is to facilitate the settlement 
of the al pay account of deceased members of the Armed Forces by 
providing that military members may designate a beneficiary to re- 
ceive their final pay. 

Under existing law there is no authority by which a military member 
may designate the beneficiary for his final pay account. This pay 
refers to the amount of military compensation due the member from 
the time he was last paid until the date of his death, or, in the case of a 
person who has been carried in an absent-casualty status, to the pre- 
pay date of death (if any), or the date of receipt of evidence of 

eath. 

The existing statutes relating to the settlement of final pay for the 
various military departments provide that payment of the final pay 
will be made in the following order of priority: (1) to a duly appointed 
legal representative, if a claim is submitted by him before settlement 
with a person of another authorized class; (2) to the widow or widower; 
(3) to the children; (4) to the father and mother in equal parts or to 
the survivor thereof; and (5) to the brothers and sisters and children 
of deceased brothers and sisters, per stirpes. These authorities also 
pene that final settlement will be made by the General Accounting 
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The Comptroller General, in recommending this legislation, noted 
the: need for simplifying the existing statutes. Under existing law 
considerable administrative effort is required in order to determine the 
persons entitled to the pay balances due the estates of deceased 
servicemen. Cases often require the Comptroller to determine the 
validity of marriages, divorces, and legitimacy, and often involve 
determinations under the laws of the various States. Examples under 
existing law are “multiple widow” cases, wherein more than one spouse 
may present herself as the legal wife; instances involving adoptive 
parents; and cases involving legitimacy. 

Also, under existing law, the ‘father desertion’ and “foster parent” 
cases present troublesome problems. As to the first class, objection 
often is raised to payment (as required by existing law) to a father who 
deserted his wife and family while the children were small. As to the 
second class, a natural parent usually receives the balance due the 
decedent to the exclusion of a foster parent who may have reared the 
serviceman from infancy to as Si 

The proposed legislation will permit the soldier himself to designate 
a beneficiary for his final pay. The measure in substance, by per- 
mitting a designated beneficiary, provides for a testamentary disposi- 
tion by the serviceman of that part of his estate representing his final 
pay. This legislation would therefore permit the serviceman to make 

is own choice as to such beneficiary and at the same time relieve the 
General Accounting Office and the military departments of consider- 
able administrative burden and cost in connection with the settlement 
of final-pay accounts. 

Military members under existing law may designate a beneficiary 
with regard to the 6 months’ death ratuity and with respect to the 
servicemen’s indemnity payments. There is also srendiithe in effect 
legislation (Public Law 636, Aug. 3, 1950, 81st Cong.) providing 
that civilian officers and employees of the Federal Government may 
designate the beneficiaries of their final pay. This bill is patterned 
after Public Law 636. 

The General Accounting Office has found that Public Law 636 has 
resulted in the more prompt settlement of the accounts of deceased 
civilian officers and employees of the Government as well as in sub- 
stantial savings of administrative costs to the agencies and to the 
General Accounting Office. 


SECTIONAL ANALYSIS OF THE BILL 


Section 1. Executive departments affected 

Section 1 in defining the departments to which the bill would be 
applied names the military departments, the Department of the 

reasury for the Coast Guard, the Department of Commerce for the 
Coast and Geodetic Survey, and the Department of Health, Educa- 
tion, and Welfare for the Public Health Service. The members of the 
uniformed services are defined as presently provided for in military- 
pay legislation. 
Section 2. Order of distribution 

This section provides that where a deceased military member has 
an amount of final pay due from his military service, that the amount 
will be paid in the following order of precedence: (1) To a designated 
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beneficiary; (2) to the widow or widower; (3) to the child or children 
and their descendants by representation; (4) to the parents or the 
survivor of them; and (5) to the duly appointed legal representative 
of the estate of the deceased member or if none to the person or persons 
determined to be entitled thereto under the laws of the domicile of 
the deceased member. It is significant to note that the bill modifies 
existing law by authorizing payment first to the designated beneficiary, 
and places the legal representative of the estate at the end of the 
order of precedence. 

The order of precedence under this bill is identical to that provided 
for civilian employees of the Federal Government under Public Law 
636, 81st Congress, and for Federal employees group insurance under 
Public Law 598, 83d Congress. 


Section 3. Departmental settlement responsitility 


This section provides that the military department concerned 
shall make payment to the beneficiaries designated to receive the 
final pay. The General Accounting Office estimates that under this 
authority about 95 percent of the payments would be made by the 
military departments. All other payments would be made by the 
General Accounting Office. The section further provides that 
the Comptroller General shall prescribe regulations concerning the 
payments by the military departments. These regulations, together 
with the normal post audit procedure by the General Accounti 
Office, will insure adequate protection of the interest of the Unit 
States, as well as the interest of the beneficiaries. 

Section 4. Designation of beneficiary before effective date of payment 
provisions 

This section relates to the designation of a beneficiary prior to the 
effective date of the payment provisions of the bill, which provisions 
would become effective on the first day of the sixth month following 
the date of enactment. The section provides that in the absence 
of the designation of a beneficiary under the act, that a beneficiary 
designated, during this period, for the purpose of the 6 months’ 
death gratuity pay would be considered as a beneficiary for the purpose 
of this act, except in the case of a member who is missing in action 
in the hands of a hostile force or interned in a foreign country during 
any part of the period between the date of enactment of the act 
and the effective date of the payment provisions. 


Section 5. Effective date of payment provisions 


This section provides that the payment provisions of the bill will be 
effective only in cases where the member’s death occurs on or after 
the first day of the sixth month following the month in which the act 
is enacted. This section also repeals existing statutes on final pay 
accounts as of the effective date of the payment provisions of the act, 
with the exception that payments in cases involving deaths occurring 
prior to the effective date of the payment provisions will be made 
under the inoperative statutes. 

The proposed legislation was recommended by the Comptroller 
General as a legislative recommendation to the Congress. The 
Comptroller General’s Office has informed the committee that prior 
to submission of the legislative proposal to the Congress, all of the 
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executive departments concerned indicated agreement with the intent 
and purpose of the proposed measure. The Department of the Army 
on behalf of the Department of Defense approves its enactment. 

- The Comptroller General estimates that the enactment of this 
legislation should result in a considerable saving in the administrative 
costs relating to the settlement of final pay accounts. 

' Following below are the appropriate TTetters from the Comptroller 
General and the Department of the Army. 


CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 26, January 27, 1955. 
Hon. Cart VINson, 
Chairman, Commitice on Armed Services, 
House of Representatives. 


Dear Mr. CuatrMan: Under date of July 1, 1953, the former Comptroller 
General transmitted to the then chairman of your committee a draft of a proposed 
bill to facilitate the settlement of the accounts of deceased members of the uni- 
formed services, and for other purposes. This bill was designed to simplify the 
settlement of the accounts of deceased members of the uniformed services and to 
éxpedite payment of the amounts found due. 

he proposed draft was introduced in the 83d Congress as H. R. 6283, but failed 
ef enactment. Under date of June 22, 1954, the General Accounting Office, at the 
request of the Bureau of the Budget, reviewed a proposed report of the Secretary 
of the Army, for the Department of Defense, to the Senate Committee on Armed 
Services on the bill 8. 2311, identical to H. R. 6283. Such report disclosed general 
agreement with the purposes of the legislation with certain proposed changes of a 
minor nature, none of which are the subject of serious objection by the General 
Accounting Office. - 

There are enclosed a copy of the draft of the bill, a copy of the letter addressed 
by the former Comptroller General to the then chairman of your committee 
under date of July 1, 1953, which letter sets forth in detail the nature of the proposed 
legislation and the purposes sought to be accomplished thereby, and a copy of 


letter of June 22, 1954, to the Director of the Bureau of the Budget ae 


the views of the General Accounting Office on the proposed report of the 
ment of Defense on the bill S. 2311. 

It is believed that the enactment of the legislation proposed will result in an 
improvement in the manner of the handling of payments of the type involved, 
that it will facilitate sueh payments and will result in substantial administrative 
savings to the Government. Therefore, and since the several departments 
affected by the bill have indicated their agreement with the purposes sought to 
be accomplished thereby, it is reeommended that the matter be given early con- 
sideration by your committee. Representatives of the General Accounting 
Office will, of course, be available to furnish any additional explanation or infor- 
mation desired by the committee. 

Sincerely yours, 


part- 


JoserH CAMPBELL, 
Comptroller General of the United Siates. 


DEPARTMENT OF THE ARMY, 
Washington 26, D. C., May 5, 1956. 
Hon. Caru Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CHarrmMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 3442, 
84th Congress, a bill to facilitate the settlement of the accounts of deceased 
members of the uniformed services, and for other purposes, The Secretary of 
Defense has delegated to the Department of the Army the responsibility for 
expressing the views of the Department of Defense thereon. 

he purpose of the proposed bill is to provide uniformity of procedure between 
military and civilian personnel and to simplify and expedite disposition of accounts 
by permitting the Departments to settle the accounts of deceased members of the 
uniformed services if authorized by the Comptroller General of the United States, 
rather than submitting such accounts to the General Accounting Office for settle- 
ment as now required by law. 





yller 
sed 
uni- 

the 
d to 


ailed 
t the 
tary 
med 
eral 
of a 
eral 


ssed 
ittee 
yosed 
yy of 
ssing 
part- 


n an 
ved, 
ative 
1ents 
ht to 
con- 
nting 
nfor- 


ry of 
3442, 
eased 
iry of 
iy for 


tween 
ounts 
of the 
states, 
settle- 


ACCOUNTS OF DECEASED. MEMBERS OF UNIFORMED SERVICES 5 


The proposed bill is patterned after the act of August 3, 1950 (Public Law 636, 
81st Cong.; 64 Stat. 395), which is eprint to civilian officers and employees 
of the Federal Government. One of the differences between the proposed bill 
and the present law (10 U. 8. C. 868, 34 U. 8. C. 941a).is the order of distribu- 
tion. Under the proposed bill the amount due would go to (1) a previously 
designated beneficiary; if none (2) to the widow or widower; (3) if no beneficiary 
or surviving spouse, to the child or children; (4) to the parents or survivor of 
them; (5) to the duly appointed legal representative of the estate or if there he 
none to the person or persons determined to be entitled thereto under the laws 
of the domicile of the deceased member. Another difference is that under exist- 
ing law rights vest as of the date of settlement, whereas under the proposal rights 
would vest “at the date of death,” 

The measure in effect permits what in substance is a testamentary disposition 
by the serviceman of that part of his estate representing final pay in favor of a 
designated beneficiary. Such person has the right to do this under the general 
laws of most States and no reason is seen why with respect to this part of his estate, 
namely, arrears of pay, he should not be given an opportunity to designate a 
beneficiary therefor. As a matter of fact, settlements under the proposed meas- 
ure would simplify the disposition of such accounts, obviating the necessity in 
many cases of determining the validity of marriages, divorces, the legitimacy of 
children, ete., by making payment to the designated beneficiary. Also, in the 
interest of uniformity of procedure, so far as military and civilian personnel are 
concerned, this measure is deemed desirable. The Department perceives no dif- 
ference legally, or otherwise, between the status of military or civilians so far as 
affecting their right to designate beneficiaries to receive this part of the estate 
of the deceased, and favors the provision of the bill which would establish an 
order for the distribution of the amounts due which gives first priority to the 
beneficiary named by the deceased member of the uniformed services or of the 
National Guard or the Air National Guard. 

With regard to the term “amount found due”’ in section 2 of the bill, it is reecom- 
mended that the bill be amended to define the term at least insofar as military 
personnel are concerned, to make it clear that the amounts found due are limited 
to amounts due from the respective military departments rather than from the 
United States generally. This may be accomplished by deleting the words 
“United States” in section 2 of the bill (line 7, p. 2) and inserting in lieu thereof 
“the uniformed service of which the decedent was a member’’. 

Section 3 of the act of August 3, 1950 (64 Stat. 396) authorizes the employing 
egency to pay the amount found due in the account of a civilian employee of the 

overnment only where there is a designated beneficiary or where the payment 
is to be made to a surviving spouse and provides that in other cases payment will 
be made on settlement by the General Accounting Office. While the Comptroller 
General, under section 3 of the proposed bill, might have authority to promulgate 
regulations it is considered preferable to amend the proposed bill so as to include a 
provision similar to that contained in section 3 of the act of August 3, 1950. In 
discussions with representatives of the General Accounting Office with reference 
to an amendment, the following substitute language was recommended: 

“Sec. 3. Subject to such rules and regulations as may be prescribed by the 
Comptroller General of the United States, amounts payable to beneficiaries 
designated by the member under section 2 of this Act shall be paid by the Depart- 
ment or Uniformed Service concerned. All other payments under this Act shall 
be paid upon settlement by the General Accounting Office. Any payment made 
peng this Act shall be a bar to recovery by any other person of any amount so 
paid.’ 
This language will allow the military departments to pay the amounts found 
due to a designated beneficiary only. However, in view of the fact that repre- 
sentatives of the General Accounting Office advise that this authority will provide 
for the settlement of approximately 95 percent of the cases, the Department of 
the Army on behalf of the Department of Defense is agreeable to the proposed 
substitute language. 

Representatives of the General Accounting Office have also recommended that 
the first five lines of section 5 of the bill be deleted and the following language 
substituted therefor: 

“Sec. 5. The payment provisions of this Act shall be effective only in cases 
wherein the member’s death occurs on or after the first day of the sixth month 
following the month in which this Act is enacted. The following statutory pro- 
visions are repealed as of the effective date of the payment provisions of this 
a except with respect to the deaths of members occurring prior to such effective 
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There is no objection to such substitute language. 

Section 6 of 8. 933 appears to be superfluous since notification to members of 
the department or uniformed service concerned would normally be made as a 
matter of good administrative procedure, and it should not be necessary to enact 
such a provision into positive law. Accordingly, it is recommended that section 













6 of the proposed bill be deleted. 


Subject to the above comments, the Department of the Army on behalf of the 
Department of Defense interposes no objection to the enactment of 8. 933. 

Enactment of this bill would result in no additional budgetary requirements to 
the Department of Defense. A savings in adwinistrative costs would be realized. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures or by the Secretary of Defense. 


The Bureau of the 
of this report. 
Sincerely yours, 


CHANGES IN EXISTING LAW 


In compliance with clause 3, of rule XIII of the Rules of the House 


udget advises that there is no objection to the submission 


Rosert T. STevENS 
Secretary of the Army. 


of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


Existine Law 


(10 U. 8. C. 868) 


In the settlement of the accounts of 
deceased officers or enlisted persons of 
the Army, where no demand is pre- 
sented by a duly appointed legal repre- 
sentative of the estate, the accounting 
officers may allow the amount found due 
to the decedent’s widow, widower, or 
legal heirs in the following order of 
precedence: First, to the widow or 
widower; second, if decedent left no 
widow or widower, or the widow or 
widower be dead at time of settlement, 
then to the children or their issue, per 
stirpes; third, if no widow, widower, or 


Tue Bit. 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That for 
the purposes of this Act the term ‘‘De- 
partment” shall mean the Department 
of the Army, the Department of the 
Navy, the Department of the Air Force, 
the Department of the Treasury, the 
Department of Commerce, or the De- 

artment of Health, Education, and Wel- 
are, as the case may be, and the terms 
“uniformed services,” “‘member’’ and 
“Secretary” shall have the respective 
meanings given those terms in section 
102 of the Career Compensation Act of 
1949 (63 Stat. 804), as amended, on 
the date of enactment of this Act, except 
that “the Secretary of Health, Educa- 
tion, and Welfare’’ shall be substituted 
for “the Federal Security Adminis- 
trator’ in the definition of the term 
“Secretary”. 


Src. 2. In the settlement of the ac- 
count of any deceased member of the 
uniformed services or of the National 
Guard or the Air National Guard, the 
amount found due therein from the 
uniformed service of which the decedent 
was a member shall be paid to the 
person or persons surviving at the date 
of death in the following order of 
precedence: 

First, to the beneficiary or bene- 
ficiaries named to receive any such 
amount in a written designation exe- 
cuted by the member and received, 
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Existing Law 


descendants, then to the father and 
mother in equal parts; fourth, if either 
the father or mother be dead, then to 
the one surviving; fifth, if there be no 
widow, widower, child, father, or mother 
at the date of settlement, then to the 
brothers and sisters and children of 
deceased brothers and _ sisters, per 
stirpes: Provided, That this section shall 
not be so construed as to prevent pay- 
ment from the amount due the de- 
cedent’s estate of funeral expenses, pro- 
vided a claim therefor is presented by 
the person or persons who actually paid 
the same before settlement by the 
accounting officers. 


(34 U.S. C. 941a) 


In the settlement of the accounts of 
deceased officers or enlisted persons of 
the Navy and Marine Corps where no 
demand is presented by a duly appointed 
legal representative of the estate, the 
accounting officers may allow the 
amount found due to the decedent’s 
widow, widower, or legal heirs in the 
following order of precedence: First, to 
the widow or widower; second, if 
decedent left no widow or widower, or 
the widow or widower be dead at time of 
settlement, then to the children or 
their issue, per stirpes; third, if no 
widow, widower, or descendants, then 
to their father and mother in equal 
parts; fourth, if either the father or 
mother be dead, then to the one sur- 
viving; fifth, if there by no widow, 
widower, child, father, or mother at the 
date of settlement, then to the brothers 
and sisters and children of deceased 
brothers and sisters, per stirpes; Pro- 
vided, That this section shall not be so 
construed as to prevent payment from 
the amount due the decedent’s estate of 
funeral expenses, provided a _ claim 
therefor is presented by the person or 
persons who actually paid the same 
before settlement by the accounting 
officers. 


(14 U. 8. C. 466) 


In the settlements of the accounts of 
deceased officers or enlisted persons, 
where no demand is presented by a duly 
appointed legal representative of the 
estate, the accounting officers may 
allow the amount found due to the 
decedent’s widow, widower, or legal 
heirs in the following order of preced- 
ence: First, to the widow or widower; 
second, if decedent left no widow or 
widower, or the widow or widower is 
dead at the time of settlement, then to 
the children or their issue, per stirpes; 
third if no widow, widower, or descend- 


THE BILL 


prior to his death, in the place désig- 
nated for such purpose in the regula- 
tions of the Department concerned; 
Second, if there be no such beneficiary, 
a the widow or widower of such mem- 


Third, if there be no beneficiary or 
surviving spouse, to the child or children 
of such member, and descendants of 
deceased children, by representation; 

Fourth, if none of the above, to the 
parents of the member, or the survivor 
of them; and 

Fifth, if there be none of the above, to 
the duly appointed legal representative 
of the estate of the deceased member, or 
if there be none, to the person or persons 
determined to be entitled thereto under 
the laws of the domicile of the deceased 
member. 
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ExisTine Law 


ants,.then to the father and mother in 
equal parts; fourth, if either the father 
or mother is dead, then to the one sur- 
viving; fifth, if there is no widow, wid- 
ower, child, father, or mother, at the 
date of settlement, then to the brothers 
and sisters and children of deceased 
brothers and sisters, per stirpes. This 
section shall not be so construed as to 
prevent payment from the amount due 
the decedent’s estate of funeral ex- 
penses, provided a claim therefor is 
presented by the person or persons who 
actually paid the same before settlement 
by the accounting officers. 


(42 U. S. C, 225) 


(a) In the settlement of the accounts 
of deceased commissioned officers where 
no demand is presented by a duly 
appointed representative of the estate, 
the accounting officers may allow the 
amount found due to the decedent’s 
widow or legal heirs in the following 
order of precedence: First, to the widow; 
second, if the decedent left no widow, or 
the widow be dead at time of settlement, 
then to the children or their issue, per 
stirpes; third, if no widow or children or 
their issue, then to the father and mother 
in equal parts, provided the father has 
not abandoned the support of his family, 
in which case to the mother alone; 
fourth, if either the father or mother be 
dead, then to the one surviving; fifth, if 
there be no widow, child, father, or 
mother at the date of settlement, then 
to the brothers and sisters and children 
of deceased brothers and sisters, per 
stirpes. 

(b) Subsection (a) shall not be con- 
strued so as to prevent payment of 
funeral expenses from the amount due 
the decedent’s estate if a claim therefor 
is presented, before settlement by the 
accounting officers, by the person or 
persons who actually paid such expenses. 
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THs BILL 


Sec. 3. Subject to such rules and 
regulations as may be prescribed by the 
Comptroller General of the United 
States, amounts ere to beneficiaries 
designated by the member under sec- 
tion 2 of this Act shall be paid by the 
Department or uniformed service con- 
cerned. All other payments under this 
Act shall be paid upon settlement by the 
General Accounting Office. Any pay- 
ment made under this Act shall be a bar 
to recovery by any other person of any 
amount so paid. 
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Existine Law 


THE BILL 


Sec. 4. Designations of beneficiary 
under this Act, and changes therein, 
shall be made under regulations promul- 
gated by the Secretaries concerned, and 
such regulations shall be uniform for all 
services in so far as practicable: Provided, 
That any designation of beneficiary 
made for the purposes of any six months’ 
death gratuity "Caebading any designa- 
tion of a person whose right to the 
gratuity would not depend upon such 
designation) and heretofore or hereafter 
received in the Department concerned 
before the effective date of the payment 
provisions of this Act shall be considered 
as a designation of beneficiary for the 
purposes of this Act, in the absence of a 
designation of beneficiary under this 
Act, unless the member making the 
designation shall have been missing, 
missing in action, in the hands of a 
hostile force, or interned in a foreign 
country during any part of the period 
between the date of enactment of this 
Act and the effective date thereof as 
prescribed in section 5 of this Act. 

Sec. 5. The payment provisions of 
this Act shall be effective only in cases 
wherein the member’s death occurs on 
or after the first day of the sixth month 
following the month in which this Act 
is enacted. The following statutory 
provisions are repealed as of the effective 
date of the payment provisions of this 
Act, except with respect to the deaths 
of members occurring prior to such 
effective date: 

(1) The paragraph of the Act of June 
30, 1906 (34 Stat. 750), which relates to 
the settlement of accounts of deceased 
officers and enlisted men of the Army, 
as amended by the Act of December 7, 
1944 (58 Stat. 795), and section 4 of the 
Act of February 25, 1946 (60 Stat. 30, 
10 U. 8S. C. 868). 

(2) Section 1 of the Act of February 
25, 1946 (60 Stat. 30), as amended by 
section 18 of the Act of August 4, 1949 
(63 Stat. 560, 34 U.S. C. 941a). 

(3) The paragraph in section 1 of the 
Act of August 4, 1949 (63 Stat. 531), 
which relates to the settlement of 
accounts of deceased officers and en- 
listed persons of the Coast Guard (14 
U.S. C. 466). 

(4) Section 507 of the Public Health 
Service Act, approved July 1, 1944 (58 
Stat. 711), as amended by section 2 of 
the Act of February 25, 1946 (60 Stat. 
30, 42 U. S. C. 225). 
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4TH Concress } HOUSE OF REPRESENTATIVES | Report 


1st Session No. 834 





EXTENDING THE AUTHORITY FOR THE ENLISTMENT OF 
ALIENS IN THE REGULAR ARMY 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Jounson of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany 8S. 1137] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1137) to extend the authority for the enlistment of aliens in the 
Regular Army, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of this legislation is to extend until June 30, 1957, the 
authority to enlist aliens in the Regular Army which was provided 
by the act of June 30, 1950. 

The act of June 30, 1950, authorized the acceptance in the Regular 
Army of original enlistments and reenlistments of qualified, unmarried, 
male aliens between the ages of 18 and 35. The act originally estab- 
lished a quota of 2,500 which subsequently was increased to 12,500. 
This quota is cumulative and is not on an annual basis. 

Original enlistments authorized under the alien enlistment program 
were limited to a period of not less than 5 years. Aliens so enlisted 
are to be integrated into established units of the Army. Persons 
enlisted or reenlisted under the program who subsequently enter the 
United States pursuant to military orders and who are honorably 
discharged after completing 5 years of service are, if otherwise qualified 
for citizenship, deemed + have been lawfully admitted to the United 
States for permanent residence within the meaning of section 329 (a) 
of the Immigration and Nationality Act. 

At the time the act of June 30, 1950, was under consideration, testi- 
mony revealed the desirability of permitting the Army to secure 
personnel having certain needed skills or special knowledge and which 
was not available in adequate numbers from among United States 
citizens enlisted or inducted. The Army has a continuing need for 
such persons, particularly those having extensive knowledge of foreign 
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2 EXTEND AUTHORITY FOR ENLISTMENT OF ALIENS IN REGULAR ARMY 


languages and local conditions and also those having specialized 
knowledge in certain technical fields. 

The alien enlistment program has been in existence for some 4% 
years. It did not go into effective operation on the date of the original 
enactment because of the very considerable period of time needed to 
perfect the screening arrangements and measures of coordination 
between the various Government departments concerned. 

., Since the original enactment, only 866 persons have been enlisted, 
as against an authorization of 12,500, since from the inception of the 
program the primary emphasis has been on quality and special ability 
rather than on numbers. Persons obtained under the program have 
been carefully screened not only for security but also to attempt to 
secure persons having oobantar: officer and noncommissioned officer 
qualities. The care with which the process has been accomplished has, 
in the opinion of the Department of the Army, resulted in the some- 
what modest number of enlistees obtained to date. In securing the 
866 persons enlisted under the program to date, a total of 8,718 applica- 
tions had been received and screened. Administrative problems and 
difficulties have been worked out and the Department of the Army 
feels that the program is proving of great value and should be extended. 

The extension of the act of June 30, 1950, is recommended by the 
Department of Defense and has the concurrence of the Bureau of the 
Budget as is indicated by the following letter which is hereby made a 
part of the report. 


Fesrvuary 2, 1955. 
Hon Sam Raypurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to ex- 
tend the authority for the enlistment of aliens in the Regular Army 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Army has been designated as the representative of the De- 
partment of Defense for this legislation. 1t is recommended that this proposal be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


This proposed legislation would extend until June 30, 1957, the authority to 
enlist aliens in the Regular Army pursuant to the provisions of the act of June 30, 
1950 (ch. 443, 64 Stat. 316), as amended (10 U. 8. C. 621¢c). Under existing law, 
that authority wil! expire on June 30, 1955. The act of June 30, 1950, authorizes 
the acceptance of original enlistments or reenlistments, not to exceed 12,500 in 
number, in the Regular Army of qualified unmarried male aliens between the ages 
of 18 and 35. An original enlistment is for a period of not less than 5 years and 
aliens so enlisted must be integrated into established units with citizen soldiers. 
In addition, aliens enlisted or reenlisted under the act of June 30, 1950, as amended, 
who subsequently enter the United States, American Samoa, Swains Island, or the 
Canal Zone, pursuant to military orders, and who are honorably discharged after 
completing 5 years of service, if otherwise qualified for citizenship, are deemed to 
have been lawfully admitted to the United States for permanent residence within 
the meaning of section 329 (a) of the Immigration and Nationality Act. 

' The extension of the authority to enlist qualified male aliens is desirable because 
it enables the Army to secure certain skilled personnel with special knowledge to 
fill positions for which citizen soldiers are not normally available. The Army has a 
continuing need for persons with extensive knowledge of foreign languages and 
local conditions. From both a planning and a tactical viewpoint, it would be of 
incalculable value when preparing for or carrying out a mission in a foreign country 
to have trained men familiar not only with the language of the area, but more 
important, with the customs of the people, their temperament and frame of mind, 
and geographical and other local conditions. Inasmuch as few native Americans 
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ess such knowledge, the best available source of oery of such persons having 
these special qualifications are aliens who desire consideration for United States 
citizenship and who are willing to enlist in our Army for a period of 5 years or more 
in order to gain the opportunity to qualify for citizenship. 

The proposed legislation would also permit the Army to enlist and utilize the 
services of alien specialists within technical fields, such as electronics. In addition, 
it would provide authority for the procurement of a small number of selected indi- 
viduals of officer caliber with a long future potential to the Army. 

While the Departments of the Navy and the Air Force have indicated that they 
concur in the proposed legislation as it relates to the Department of the Army, they 
have no apparent need for such authority at this time and, accordingly, do not 
desire to be included within the provisions of the proposed legislation. 

Although information relating to the number of aliens now serving in the Reg- 
ular Army under the authority of this legislation and other aspects of the program 
is classified, the Department of Defense will, upon request, furnish additional 
information during closed congressional hearings on the proposed legislation. 


COST AND BUDGET DATA 


The enactment of this proposal will cause no apparent increase in the budgetary 
requirements for the Department of Defense. 
Sincerely yours, 
Rosert T. STEvENs, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


Existinc Law 


(Public Law 51, 82d Cong.) 


Sec. 21. The first section of the Act 
entitled ““An Act to provide for the en- 
listment of aliens in the Regular Army”, 
approved June 30, 1950 (Public Law 
597, Eighty-first Congress), is amended 
by (1) striking out the words “until 
June 30, 1953”, and inserting in lieu 
thereof the words “‘until June 30, 1955”, 
and (2) striking out the words “two 
thousand five hundred” and inserting 
in lieu thereof the words ‘twelve 
thousand five hundred’”’, 


Tue Bit. 


That the first section of the Act of 
June 30, 1950 (ch. 443, 64 Stat. 316), 
as amended, is further amended by 
striking out the words “June 30, 1955”, 
and inserting in lieu thereof the words, 
“June 30, 1957”. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 835 





AUTHORIZE VOLUNTARY EXTENSIONS OF ENLISTMENTS 
IN THE ARMY, NAVY, AND AIR FORCE FOR PERIODS OF 
LESS THAN 1 YEAR 





June 15, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Doytez, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 5000) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5000), to authorize voluntary extensions of enlistments in the 
Army, Navy, and Air Force for “oie of less than 1 year, having 
considered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 9, strike out the comma following the word “Army” 
and the words “Navy, and” and substitute in lieu thereof the word 
“or. 

The purpose of this legislation is to authorize voluntary extensions 
of enlistments in the Army, Navy, Marine Corps, and Air Force for 
periods of less than 1 year. 

Under existing law enlisted personnel of the Navy may be retained 
beyond the normal expiration of their enlistment when the ship to 
which they are attached is outside the continental limits of the United 
Perm They may be retained until the vessel returns to the United 

tates. 

The Army and Air Force do not have any similar authority. 

There are times when it is advantageous to the Government and to 
the enlisted men concerned to allow voluntary extensions of enlist- 
ments for periods of less than 1 year. Thus an enlisted man of the 
Navy who is scheduled to cruise with a ship leaving the United States 
for a period of several months, but for less than 1 year, may wish to 
accompany the ship during its cruise but not extend his enlistment for 
a full year. The proposed legislation would permit him to extend his 
enlist ment for less than 1 year. 
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2 VOLUNTARY EXTENSIONS OF ENLISTMENTS FOR LESS THAN 1 YEAR 


Similar situations arise with the Army and Air Force for personnel 
oo wish to extend their periods of enlistment for a period:of Jess than 
year. 

The committee amendment is merely to correct a printing error. 
The bill as introduced should not have contained any reference to the 
Navy in section 2 since the Navy and Marine Corps authority is pro- 
vided in existing law and amended by the preceding section. 

There is no cost involved to the Government and the letter from the 
Department indicates that if the proposed legislation is enacted 
regulations will be issued which will restrict extensions of enlistments 
for less than 1 year to those situations where acceptance of such exten- 
sions would be to the best interests of the Government. 

The Bureau of the Budget interposes no objection to this legislation 
as indicated by the attached letter from the Secretary of the Navy. 

Enactment of the proposed legislation would involve no cost to the 
Government. edt of | 


Marca 3, 1955. 
Hon. Sam RayYsurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of, legislation, 
to authorize voluntary extensions of enlistments in the Army, Navy, and Air 
Force for periods of less than 1 year. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Navy has been designated as the representative of the Depart- 
ment of Defense for this legislation, It is recommended that this proposal be 
enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation would authorize voluntary extensions of enlistments 
in the Army, Navy, and Air Force for periods of less than 1 year, 

The act of August 22, 1912 (ch. 335, 37 Stat. 331), authorizes enlisted men of 
the Navy and Marine Corps to voluntarily extend their enlistments for periods 
of 1,2,3,or4 years. Likewise, section 1422 of the Revised Statutes, as amended 
(ch. 155, 18 Stat. 484; 34 U. S. C. 201), authorizes the retention of enlisted per- 
sonnel of the Navy beyond the normal expiration of their enlistments when the 
vessel to which they are attached is outside the continental limits of the United 
States, in which event they may be retained until the vessel returns to the United 
States. The Army and Air Force do not have similar authority. 

There are times when it would be advantageous to the Government and to the 
enlisted man concerned if enlistments could be voluntarily extended for periods 
less than 1 year. With respect to the Navy, a typical case is where a ship is 
scheduled to cruise beyond the continental limits of the United States for a period 
of several months but for considerably less than 1 year. It would be in the best 
interest of the Government and of the enlisted man, whose enlistment would 
normally expire during the period of the scheduled cruise, to be able to extend the 
time of enlistment for a period long enough to include the cruise. Similarly, 
some enlisted personnel of the Army and Air Force are often engaged in important 
activities which may carry over for a period of several months beyond the normal 
expiration of their enlistments. In such eases it would also appear to be in the 
best interest of the Government and of the enlisted personnel involved to be able 
to extend the enlistment for the short period necessary to complete the mission. 

By authorizing voluntary extensions of enlistments for periods of less than 1 
year, the Government would benefit by having the services of trained personnel 
during a cruise, activity, or special project and would not be required to provide 
replacements for those activities. ‘The advantage to the enlisted man would be 
that he could participate in the project without being required to extend his 
enlistment for a full year or without being required to reenlist for a period of 3 
years, whichever the case may be, 
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It is contemplated that if the proposed legislation is enacted regulations will be 
issued which will restrict extensions of enlistments for less than 1 year to those 
situations where acceptance of such extensions will be in the best interest of the 
Government. 

COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary require- 


ments of the Department of Defense. 
Sincerely yours, 


C. S. Tomas. 


In compliance with paragraph 3 of rule XIII of the Rules of the 


House of Representatives, there is 
the text of the statute which wou 


of the bill. 


Existinae Law 


The Act of August 22, 1912, fifth para- 
graph under the heading “Pay, Mis- 
cellaneous”’ (ch. 335, 37 Stat. 331) 


That the term of enlistment of any 
enlisted man in the Navy may, by his 
voluntary written agreement, under 
such regulations as may be prescribed 
by the Secretary of the Navy with the 
approval of the President, be extended 
for a period of either one, two, three, or 
four full years from the date of expira- 
tion of the then existing four-year term 
of enlistment, and subsequent to said 
date such enlisted men as extend the 
term of enlistment as authorized in this 
section shall be entitled to and shall 
receive the same pay and allowances in 
all respects as though regularly dis- 
charged and reenlisted immediately 
upon expiration of their term of enlist- 
ment, and such extension shall not oper- 
ate to deprive them upon discharge at 
the termination thereof of any right 
apt or benefit to which they would 

entitled at the expiration of a four- 
year term of enlistment. 


og sage below in parallel columns 
d be amended by the provisions 
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Section 1. * * * That the fifth para- 
graph under the heading ‘“‘Pay, Miscel- 
laneous” of the Act of August 22, 1912 
(ch. 335, 37 Stat. 331), as amended, is 
amended by deleting the word “either” 
and substituting therefor the words 
“fess than one year or for a period of.” 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


1st Session No. 836 





REPEAL TWO PROVISIONS OF LAW REQUIRING THAT 


CERTAIN MILITARY PERSONNEL SHALL BE PAID 
MONTHLY 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. WicxersHaM, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 5270} 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5270) to repeal two provisions of law requiring that certain 
military personnel shall be paid monthly, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The purpose of the proposed legislation is to repeal two provisions 
of law requiring that certain military personnel shall be paid monthly. 

Section 1268 of the Revised Statutes requires that Army officers 
be paid in monthly payments. 

The Comptroller Games has ruled that this provision of the Revised 
Statutes prohibits semimonthly payments to Army and Air Force 
officers. However, the Comptroller General has granted permission 
to the Air Force to test a semimonthly pay plan for officers with the 
understanding that before the plan is adopted on a permanent basis 
appropriate statutory authority would be obtained by the Air Force. 
It is the opinion of the Air Force that semimonthly payments serve 
to relate the period of pay of military personnel more closely to 
present practices in the payment of salaries of civilian employees of 
the Government and those employed in private industry. 

Likewise a 6-month test basis was established in October of 1954 
for semimonthly payment to airmen and aviation cadets. 

There is no similar restriction in existing law with respect to the 
pay of officers of the Navy and Marine Corps. 

ection 2 of the proposed legislation repeals the last proviso in 
subtitle “Pay” of the act of August 30, 1890, which applies only to 
the Signal Service of the Army. The pay of all enlisted men in the 
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2 REPEAL LAW REQUIRING CERTAIN PERSONNEL BE PAID MONTHLY 


Army is governed by the same law. The special provision concernin 
enlisted men in the Signal Service is not required or used and shoul 
be repealed. 


Enactment of the proposed legislation would involve no cost to the 
Government. 


The Department of Defense recommends enactment of the proposed 
legislation and the Bureau of the Budget interposes no objection, as 
indicated by the following attached letter. 


DEPARTMENT OF THE ArR ForCE, 
OFFICE OF THE SECRETARY, 
Washinglon. March 22. 1956. 
Hon Sam Rarsovrn, 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to repeal 
two provisions of law requiring that certain military personnel shall be paid 
monthly. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Air Force has been designated as the representative of the 
Department of Defense for this legislation. It is recommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to permit salary payments to be made to 
members of the Army and Air Force more frequently than once a month. 

Section 1268 of the Revised Statutes (10 U S. C. 861) would be repealed. That 
section reads: ‘““The sums hereinbefore allowed shall be paid in monthly payments 
by the paymaster.” The reference to “sums hereinbefore allowed’’ is to the sums 
allowed as pay of officers in the preceding sections of the Revised Statutes (R. 8. 
1261-1267). Section 1268 relates to the payment of officers of the Army and Air 
Force. Periods of payment of officers of the Navy and Marine Corps are not 
covered by specific legislation. There is, therefore, no need for this proposed 
legislation to be made applicable to officers of the Navy and Marine Corps. 

Section 1268 has always created differences of opinion as to whether the word 
“monthly” was restrictive as related to more frequent payments or should be 
interpreted as providing merely that payment should not be less frequent than 
monthly. In this connection the Judge Advocate General of the Army and the 
Judge Advocate General of the Air Force have rendered opinions to the effect that 
the intent of section 1268 was to require monthly payments of the pay of officers 
as opposed to annual payments, rather than to restrict payments to monthly 

riods. The Comptroller General, however (B-120757, August 9, 1954), has 

eld that section 1268 of the Revised Statutes is a bar to semimonthly payment of 
officers. Notwithstanding that ruling the Comptroller General granted permis- 
sion to the Air Force to test a semimonthly pay plan for officers with the under- 
standing that before the plan is adopted on a permanent basis appropriate statu- 
tory authority therefor would be obtained by the Air Force. he semimonthly 
payment plan for members of the Air Force was established on a test basis only 
after thorough consideration of the need for such plan and the benefits which 
will result therefrom. Semimonthly payments serve to relate the period of pay 
of military personnel more closely to present practices in the payment of salaries 
of civilian employees of the Government and those employed in private industry. 

Appropriate regulations of the Department of the Air Force established the 
basis for semimonthly payments to airmen and aviation cadets, effective in 
October 1954, on a 6-month test basis. Provision was made for officers and 
warrant officers to elect to receive payments either monthly or semimonthly. 
Payment for the Ist day through the 15th day of the month will be made on the 
20th day of the month. Payment for the 16th day through the last day of the 
month will be made on the 5th day of the following month. 

Section 2 of the bill would repeal the last proviso in subtitle “Pay” of the act 
of August 30, 1890 (26 Stat. 400; 10 U. 8. C. 861a). That proviso reads: ‘That 
the pay of the enlisted men, including the items of commutation of quarters, and 
commutation of fuel, shall be paid monthly to each enlisted man entitled thereto 
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REPEAL LAW REQUIRING CERTAIN PERSONNEL BE PAID MONTHLY 3 


by one check upon one properly certified voucher.” This proviso applies only 
to the Signal Service of the Army. The pay of all enlisted men in the Army is 
governed by the same law. The special provision concerning enlisted men in 
the Signal Service is not required or used and should be repealed. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would involve no apparent increase in 
the budgetary requirements of the Department of Defense. 
Sincerely yours, 


Harotw E, Tarsorr. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


Existing Law Tue Bri 


SECTION 1268 OF THE REVISED STATUTES Sec. 1. That section 1268 of the 


Revised Statutes i oaled. 
The sums hereinbefore allowed shall ee 


be paid in monthly payments by the 


pay master. 

THE LAST PROVISO IN SUBTITLE “PAY” ye. 2. The last proviso in subtitle 
OF THE ACT OF AUGUST 30, 189 (26 “Pay” of the Act of August 30, 1890 
STAT. 400) (26 Stat. 400), is repealed. 


Provided further, That the pay of the 
enlisted men, including the items of 
commutation of quarters, and commuta- 
tion of fuel, shall be paid monthly to 
each enlisted man entitled thereto by 
one check upon one properly certified 
voucher. 
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1st Session 


84TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 


No. 839 





EXTENDING ECONOMIC EMERGENCY LOAN PROGRAM 
FOR 2 YEARS 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooter, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany H. R. 5822] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 5822) to amend Public Law 727, 83d Congress, so as to extend 
the period for the making of emergency loans for agricultural purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 1, line 6, strike out “1956” and insert “1957”. 

The purpose of this bill, as amended by the committee, is to extend 
for 2 years the authority of the Secretary of Agriculture to make emer- 
gency loans for agricultural purposes to farmers in areas which do not 
qualify for special loans connected with production disasters but where 
economic conditions which may be associated with such disasters have 
created a condition where farmers’ needs for credit cannot be met by 
usual lending agencies, including the Farmers Home Administration. 

This program was established by an act of Congress approved 
August 31, 1954, and will terminate unless extended on June 30, 1955. 
The Department of Agriculture reports that although this emergency 
loan authority has been exercised in only 117 counties, there is still a 
need in these areas for this type of emergency credit. 

The bill as referred to the committee extended the authority for 
these loans for 1 year (through June 30, 1956). The committee 
amendment will have the effect of extending the loan program for 2 
years (until June 30, 1957). ; 

Following is the letter from the Department of Agriculture stating 
the need for the extension of this loan program and recommending 
enactment of the bill. It is the understanding of the committee 
that the Department does not object to the longer extension of the 
authority provided by the committee amendment. 
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2 EXTEND ECONOMIC EMERGENCY LOAN PROGRAM FOR 2 YEARS 


May 23, 1955. 
Hon. Haroty D. Coorey, 
- Chairman, Commiiiee on Agriculture, 

House of Representatives. 


Dear ConGressMAN Coouey: This is in reply to your request of May 3 for a 
report on H. R. 5822, a bill to amend Public Law 727, 83d Congress, so as to 
extend the period for the making of emergency loans for agricultural purposes. 

The Department recommends the enactment of the proposed legislation. 

H. R 5822 would extend until June 30, 1956, the authority to make emergency 
loans pursuant to Public Law 727, 83d Congress. Under the authority: contained 
in Public Law 727, which expires June 30, 1955, emergency loans may be made 
available to eligible farmers in those areas designated by the Secretary of Agri- 
culture upon his determination that there is a need for agricultural credit, except 
for the refinancing of existing indebtedness, which cannot be met for a temporary 
period by commercial banks, cooperative lending agencies, the Farmers Home 
Administration under its regular lending programs, or with other types of loans 
made by the Farmers Home Administration pursuant to Public taw 38 and 
amendments thereto (63 Stat. 43, as amended; 12 U. 8. C. 1148 (a), et seq.) 

Emergency loans are made available under Public Law 38 only in (1) areas 
which have suffered serious production disasters, and (2) areas, within major 
disaster areas designated by the President pursuant to Public Law 875 (42 U.S. C. 
1851 et seq., as amended), having a serious economic emergency.. Without the 
authority contained in Public Law 727, emergency loans could not be made in 
areas experiencing a serious economic emergency but which have not had pro- 
duction losses or have not been designated as major disaster areas pursuant to 
Public Law 875. Although the emergency credit needs of farmers and stockmen 
in most areas are being met through loans made pursuant to Public Law 38, there 
are some areas which are in need of emergency credit because of an economic 
emergency but which cannot qualify, as described above, for loans under Public 
Law 38. At present, emergency loans pursuant to Public Law 727 are available 
in the followng designated areas: Two counties in Arizona, 3 counties in Colorado, 
20 counties in Minnesota, 13 counties in New Jersey, all counties in North Dakota, 
and 27 counties in South Dakota. Although we do not know what the situations 
in these counties and other areas will be after June 30, 1955, we recommend the 
enactment of the proposed legislation in order that there may be a standby author- 
ity to make emergency loans available during the subject year in any area in which 
they may be needed, 

ince loans pursuant to H. R. 5822 would be made from the revolving fund and 
would be processed by employees of the Farmers Home Administration, an 
appropriation would not be required in connection with the extended lending 
authority. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is in italics; existing law in which no change is 
proposed is shown in roman): 


Pusuic Law 727, 8383p Concress 
AN AOT To provide amergency credit 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, ‘That until June 30, [1955] 1957, the Secretary is 
authorized to make emergency loans for any agricultural purposes, except for 
refinancing of existing indebtedness, aggregating not to exceed $15,000,000 to 
farmers and stockmen in any area or areas where the Secretary determines that 
there is a need for such credit which cannot be met for a temporary period from 
commercial banks, cooperative lending agencies, the Farmers Home Adminis- 
tration under its regular programs or under the Act of April 6, 1949, or other 
responsible sources 
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EXTEND ECONOMIC EMERGENCY LOAN PROGRAM FOR 2 YEARS 3 


Sec. 2. Loans under this Act shall (1) be made only to individuals or partner- 
ships who are actively engaged in the operation of farms or ranches; (2) not 
exceed $15,000 in the case of any one loan; (3) not be made to any one borrower 
so as to increase the total indebtedness of such borrower under this Act to an 
amount in excess of $20,000 (including principal and accrued interest); (4) be 
made at such rates of interest and on such terms and conditions as the Secretary 
shall prescribe for such area or areas; and (5) be secured by the personal obligation 
and available security of the producer or producers. 

Sec. 3. The Secretary may utilize the revolving fund created by section 84 of 
the Farm Credit Act of 1933, as amended (12 U. 8. C. 1148a), for making loans 
under this Act, and for administrative expenses in connection with such loans. 
Sums received by the Secretary from the liquidation of loans made under this 
Act shall be added to and become a part of the said revolving fund. 

Approved August 31, 1954. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 


1st Session No. 840 





PERMITTING A RETIRED OFFICER OF THE NAVY TO BE 
EMPLOYED IN A COMMAND STATUS IN CONNECTION 
WITH ANTARCTIC EXPEDITIONS 





Jung 15, 1955.—Committed to the Committee of the Whole House and ordered 
to be printed 





Mr. Miter of California, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany S. 2078] 


The Committee on Armed Services, to whom was referred the bill 
(S. 2078) to permit a retired officer of the Navy to be employed in a 
command status in connection with Antarctic expeditions, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The bill proposes to set aside existing provisions of law relating to 
the employment on active duty of retired officers of the Navy so as 
to permit the Secretary of the Navy to avail himself of the services of 
Capt George J. Dufek, United States Navy, in a command status in 
connection with Antarctic expeditions, such command status to be 
exercised by Captain Dufek after he has been placed on the retired 
list of the Navy with the rank of rear admiral. The bill has no rela- 
tionship to the entitlement of Captain Dufek to placement on the 
retired list with the rank of rear admiral. Such entitlement accrues 
to him regardless of whether the bill is enacted. 


NECESSITY FOR THE LEGISLATION 


Existing provisions of law, derived from the act of August 3, 1861, 
provide that— 


* * * officers on the retired list shall be withdrawn from command and from 
the line of promotion on the active list. 
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2 PERMIT RETIRED NAVY OFFICER TO BE IN COMMAND STATUS 


There are certain exceptions to this restriction upon retired naval 
officers but it is accurate to state that officers on the retired list are 
not to exercise command over squadrons or single ships: excepting 
during times of war when specifically assigned to such command by 
the President with the advice and consent of the Senate. 

As a part of the participation of the United States in the Inter- 
national Geophysical Year the United States Government is conduct- 
ing certain Antarctic expeditions, the first of which is expected to 
leave the United States in November 1955. The Department of the 
Navy is the executive agent of the Government charged with the 
conduct of these expeditions and the distinguished explorer, Rear 
Adm. Richard E. Byrd, United States Navy, retired, has been ap- 
pointed by the Secretary of the Navy and the Chief of Naval Opera- 
tions as the officer in charge of the venture. 

Captain Dufek currently is serving in command of the task force 
now being organized to support the expedition and in the opinion of 
the Secretary of the Navy, the Chief of Naval Operations, and 
Admiral Byrd, Captain Dufek is the best qualified officer to continue 
in this assignment. 

Pursuant to the Officer Personnel Act, however, Captain Dufek 
mandatorily will be placed on the retired list of the Navy on June 30, 
1955, and because of the restrictions imposed by the act of August 3, 
1861, previously quoted in the report, would be ineligible to continue 
in a command status after his retirement. 

Those responsible for the success of the expedition feel that Captain 
Dufek’s experience and special qualifications make it desirable that 
an exception be made to the limitation against utilization of retired 


officers in a command status, and after receiving the testimony from 
the Department of the Navy the committee concurs in this view and 
recommends enactment of the bill. 


DEPARTMENTAL RECOMMENDATION 


Enactment of the bill is recommended by the Department of the 
Navy with the concurrence of the Bureau of the Budget and is a part 
of the legislative program of this administration as is shown by the 
letter from the Under Secretary of the Navy to the Vice President 
dated May 20, 1955, herewith made a part of this report. 


DEPARTMENT OF THE Navy, 
Washington, D. C., May 20, 1955. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
United States Senate, Washington 25, D. C. 


My Dear Mr. Presipent: There is enclosed a draft of proposed legislation to 
permit a retired officer of the Navy to be employed in a command status in con- 
nection with Antarctic expeditions. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposal is to permit the Secretary of the Navy to employ 
Capt. George John Dufek, United States Navy, in a command status in connec- 
tion with Antarctic expeditions after he has been placed on the retired list with 
the rank of rear admiral. Captain Dufek will be placed on the retired list on 
June 30, 1955, his retirement on that date being mandatory. Under the act of 
May 22, 1917 (40 Stat. 89), a retired officer of the Navy is not eligible for com- 
mand at sea except during time of war and then only when detailed to command 
a squadron or single ship by the President with Senate confirmation. 
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PERMIT RETIRED NAVY OFFICER TO BE IN COMMAND STATUS 3 


The Department of the Navy is the executive agency charged with the conduct 
of one or more Antarctic expeditions, the first of which is expected to leave the 
United States in November 1955. Those expeditions constitute a part of the 
participation by the United States in the International Geophysical Year. . Rear 
Adm. Richard E. Byrd, United States Navy, retired, has been designated by the 
Secretary of the Navy and the Chief of Naval Operations as their personal repre- 
sentative in this enterprise and as the officer in charge of the venture. It is the 
opinion of the Secretary of the Navy, in which the Chief of Naval Operations and 
Rear Admiral Byrd concur, that Captain Dufek is the officer best qualified and 
available to serve as the task force commander of the unit which will proceed to 
sea in connection with this expedition. Captain Dufek is currently serving in 
command of the task foree which is now being organized. On June 50, 1955, 
however, when he will be placed on the retired list he will be ineligible to continue 
in command unless legislation of the type proposed is enacted. 

In view of Captain Dufek’s experience and special qualifications for this assign- 
ment, it is desired that an exception be made in his case and accordingly it is re- 

uested that the Secretary of the Navy be given statutory authority to employ 
aptain Dufek after his retirement in a command status. The authority sought 
would be limited to the Antarctic expeditions. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would result in an additional cost to the 
Government equal to the difference between the retired pay of Captain Dufek 
based upon a captain’s pay and the active-duty pay and allowances of a rear 
admiral of the lower half, but only during the period he might be actively em- 
ployed. This additional cost equals $529.80 per month. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there would be no objection to the submission of this proposal to the Congress, 

Sincerely yours, 
Tuomas 8. Gates, Jr., 
Under Secretary of the Navy. 


O 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES © { Report 


Ist Session No. 841 





CONTINUING THE EFFECTIVENESS OF THE MISSING 
PERSONS ACT 





Jone 15, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Motuonan, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 6726} 


The Committee on Armed Services, to whom was referred the bill 
(H. R, 6726) to continue the effectiveness of the Missing Persons Act, 
as extended, until July 1, 1956, having considered the same, report 
ot thereon without amendment and recommend that the bill 

O pass. 


PURPOSE OF THE BILL 


The bill proposes to continue the effectiveness of the Missing 
Persons Act, as amended and extended, until July 1, 1956. 


EXPLANATION OF THE PRESENT LAW 


The Missing Persons Act was enacted in 1942 and remained in 
effect until 1947. It was revived by the Selective Service Act of 1948 
and has been extended by various acts until July 1, 1955. 

Broadly speaking, the Missing Persons Act provides that the heads 
of executive departments may continue to credit the pay accounts, 
and make, continue, or modify allotments to dependents of service 
personnel and civilians who are in a missing status. 

By being able to credit a serviceman’s pay account, the department 
may protect a variety of financial interests of the soldier, such as 
paying his commercial insurance premiums while he is in a missing 
status. With respect to allotments the departments, in a sense, 
assume guardianship for the dependents of the serviceman, by being 
permitted to alter the amount of the allotments paid the dependents 
of the missing soldier. In addition, if allotments are not in effect 
when the serviceman is placed in a missing category, the head of the 
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2 CONTINUE EFFECTIVENESS OF THE MISSING PERSONS ACT 


‘department concerned is authorized to make allotments to care for 
dependents. ; 

The Department of Defense believes that the Missing Persons Act 
should be revised and enacted as permanent legislation, and has 
recommended proposed legislation to accomplish this purpose. 
That proposal has been submitted to the Bureau of the Budget for 
executive branch clearance, but, inasmuch as other executive branch 

neies have not completed their review of the proposal and, because 
the temporary authority under the Missing Persons Act expires 
July 1, 1955, it is believed appropriate that the current temporary 
law be extended for 1 year. 

This will assure continuation of the temporary authority beyond 
the July 1, 1955, expiration date, and give the Congress a greater 
‘time to study the various changes in the Missing Persons Act that 
will be recommended by the executive departments in the future. 


COST AND BUDGET DATA 


Since the number of persons on whose accounts payments are made 
under the act fluctuates, it is not comers to state, with any degree of 
accuracy, the cost of continuing this act in effect for another year. 


DEPARTMENTAL RECOMMENDATIONS 


_The Department of Defense recommends the enactment of this 
bill, and the Bureau of the Budget interposes no objection, as indicated 
in the following letter: 


DEPARTMENT OF THE ARMY, 


June 6, 1955. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation, to con- 
tinue the effectiveness of the Missing Persons Act, as extended, until July 1, 1956. 

This proposal is part of the Department of Defense legislative program for 1955 
and the Bureau of the Budget has advised that there is no objection to the presen- 
tation of this proposal for the consideration of the Congress. The Department of 
the Army has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


This proposal will continue the effectiveness of the Missing Persons Act (56 
Stat. 143, 1092), as amended (50 U. 8. C. 1015; Public Law 291, 83d Cong.), 
until July 1, 1956. The present law was temporarily extended by Publie Law 291, 
83d Congress, to July 1, 1955. The Missing Persons Act is the sole authority 
under which heads of the executive departments are authorized to continue to 
eredit the pay accounts of persons, within the seope of the statute, while missing, 
missing in action, interned, captured, or in similar status, or to continue, make, 
or modify allotments to their dependents during such periods of absence. Such 
authority is essential in order that the services may continue to make adequate 
provisions for the dependents of certain categories of persons who are placed in a 
missing status. Lack of such legislation during the early months of World War 
II subjected the dependents of these individuals to hardship and confronted the 
military services with many administrative problems in an attempt to adequately 
and equitably alleviate such conditions, 

The proposal makes no change in statutes presently in effect; it merely extends 
_ July 1, 1956 the Missing Persons Act which, under existing authority, expires 

uly 1, 1955. 

The Department of Defense has recommended proposed legislation to revise 

and make permanent current temporary provisions of law relating to persons 
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CONTINUE EFFECTIVENESS OF THE MISSING PERSONS ACT 3 


who are missing, missing in action, interned in a foreign country, or captured by a 
hostile force. hat proposal has been submitted to the Bureau of the Budget for 
executive branch clearance. We are informed that the Bureau of the Budget and 
other executive branch agencies have substantially completed their review of the 
proposal and that it will be cleared for submission to the Congress in the near 
future. However, in view of the fact that the temporary authority under the 
Missing Persons Act expires July 1, 1955, and the proposed revisions of the act 
involve several substantive matters, it is believed appropriate that the current 
temporary law be extended for 1 year. This will assure continuation of the 
temporary authority beyond the July 1, 1955 expiration date and give the Con- 
gress a greater time to study the various changes in the Missing Persons Act that 
will be recommended shortly. 


COST AND BUDGET DATA 


Since the number of persons on whose accounts payments are made under the 
act fluctuates, it is impossible to state with any degree of accuracy the cost of 
continuing this act in effect. 

Sincerely yours, 
Rosert T. STevens, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


Existing Law Tue BiLu 
8 STAT. 147, 109%, AS AMENDED 


This Act, except sections 13, 16, 17, That section 15, Missing Persons Act 
and 18, shall be effective from Septem- (56 Stat. 147, 1093), as amended, is 
ber 8, 1939, and shall remain in effect further amended by deleting the word 
until July 1, 1955. “July 1, 1955” and inserting in lieu 

thereof ‘July 1, 1956”. 
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84TH CONGRESS HOUSE OF REPRESENTATIVES \ Report 


1st Session No. 842 





AMENDING SECTION 606 (5) OF THE MERCHANT MARINE 
ACT, 1936, RELATING TO COMPUTATION OF THE 10- 
YEAR RECAPTURE PERIOD 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 41181 


The Committee in Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 4118) to amend section 606 (5) of the Merchant 
Marine Act, 1936, relating to the computation of the 10-year recapture 
period, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

The purpose of this bill is to amend section 606 (5) of the Merchant 
Marine Act, 1936, to provide that termination of an operating subsidy 
contract shall not cut short the 10-year recapture period if subsidized 
operations continue under a new contract. 

As enacted, the 1936 act authorized the payment of operating- 
differential subsidies to approved applicants for the operation of 
vessels on essential trade routes for periods not exceeding 20 years. 
Further provision was made that there should be a periodic accounting 
on a cumulative basis as a result of which an operator was obligated 
to repay to the Government an amount equal to one-half of profits 
earned during the period in excess of 10 percent of the capital invest- 
ment necessarily employed in the operation of the subsidized vessels. 
In the early stages of experience under the act the recapture period 
was set at 5 years. However, in 1938 the maximum recapture period 
was changed from 5 to 10 years in order to adapt the recapture period 
to the cyclical nature of the steamship business. Five years was 
considered too short to cover this cycle. Study of the history of the 
industry had demonstrated that the 5 years might fall entirely in a 
period of high profits or entirely in a period of heavy losses, whereas a 
period of 10 years could be expected reasonably to cover the usual 
cycle in the shipping business. 
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This bill (H. R. 4118) would more effectively carry out the, intent 
of the act. As the law now stands, section 606 (5) provides that the 
operator’s recapture period shall terminate at the end of 10 years of 
subsidized operations, or when the operating-differential subsidy 
contract terminates, if such event should occur during a 10-year 
period. Thus, termination of the subsidy contract would end the 


recapture period even though operations would be continued under a 
new contract. 


An opinion issued by the Comptroller General has approved a work- 
able administrative method of meeting this problem. However, the 
method is cumbersome and in the opinion of your committee the 


problem can best be handled by the amendments to section 606 (5) 
proposed herein. 


This bill is recommended by the Department of Commerce, ap- 


pores by the Comptroller General, and the Bureau of the Budget 
as advised that it has no objection. 


Tue SEcRETARY OF COMMERCE, 


Washington, May 27, 1956. 
Hon. Hersert C. Bonner, 


Chairman, Commitice on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Cuairman: This letter is in reply to your request of February 24, 
1955, for the views of this Department with respect to H. R. 4118, a bill to amend 
section 606 (5) of the Merchant Marine Act, 1936, relating to the computation of 
the 10-year recapture period. 

The bill would amend section 606 (5) of the Merchant Marine Act, 1936, to 
provide that termination of the subsidy contract shall not cut short the 10-year 
recapture period if subsidized operations continue under a new contract. 

Section 606 (5) provides that the operator’s recapture period shall terminate at 
the end of 10 years of subsidized operations, or when the operating-differential 
subsidy contract terminates if that contract terminates during the 10-year period. 
Under this section, termination of the subsidy contract ends the recapture period 
even if subsidized operations continue under a new contract. 

The provision for termination of the recapture period causes problems in 
carrying out replacement programs as required by the operating-differential 
subsidy contracts. These contracts at this time have too short a period to run 
to afford substantial protection to the operator for his investment in replacement 
vessels. Termination of these contracts, before construction of the new vessel is 
begun by agreement of the operator and the Federal Maritime Board and execu- 
tion of new longer term contracts (covering both the old and new vessels) would 
result, under section 606 (5), in termination of the recapture period. Termina- 
tion at such time might, if recapture alone is considered, in some cases be unduly 
advantageous to the United States and in other cases unduly advantageous to 
the operator. 

Under an opinion issued by the Comptroller General, this problem can be 
handled satisfactorily if the existing subsidy contract will expire or terminate by 
its terms at about the same time as the construction of the first new replacement 
vessel is completed. This can be done by entering into a standby subsidy con- 
tract when construction of the new vessel is begun, under which operations will 
begin when the first new vessel is completed, at which time the old subsidy con- 
tract will be terminated and the unreplaced vessels covered thereunder added to 
the new contract by addendum. In this way the operator will have a standby 
operating-subsidy contract covering the new vessels when construction is begun 
on those vessels, and still the 10-year recapture period under the existing contract 
will not be appreciably shortened. 

When the recapture period under the existing subsidy contract, however, will 
still have a considerable period to run after the first of the replacement vessels 
is completed, the problem cannot be handled satisfactorily under existing law. 
The bill would meet this problem by providing that termination of the subsidy 
contract shall not terminate the recapture period. This would enable the operator 
and the Federal Maritime Board, before construction is begun on the new vessels, 
to terminate existing subsidy contracts by agreement and to enter into new longer- 
term subsidy contracts covering the old and new vessels without cutting short the 
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current recapture periods. The legislative history of the Merchant Marine Act, 
1936, appears to show that Congress intended that the Federal Maritime Board 
should be authorized to contract with the operator for a full 10-year period in 
which to set off profits against losses for recapture purposes if he remained a 
subsidized operator so long, and for a subsidy eontract of long enough duration to 
furnish substantial protection for the operator’s investment in new vessels. 

Section 606 (5) of the 1936 act was amended in 1938, following the Kennedy 
economic survey of the American merchant marine (November 10, 1937), by the 
act of June 23, 1938 (52 Stat. 953, at 960), to change the maximum recapture 
period from 5 years to 10 years. In the committee reports on the bills which 
were enacted as the 1938 amendments, the committee stated that the purpose of 
the change was to attract private capital to the maritime industry by adapting 
the recapture period to the cyclical nature of the steamship business. Five years 
was considered too short to cover the cycle. On the basis of the history of the 
industry, the 5 years might fall in a period of large profits or entirely in a period 
of heavy losses. On the other hand, it was considered that a period of 10 years 
would cover the usual cycle in the steamship business. There is no intimation in 
the committee reports that it was contemplated that a subsidized operator, while 
he continued to be subsidized, should ever have less than 10 years in which to 
set off profits and losses against each other. 

In the drafting of the 1936 act recapture provisions, it appears that the termi- 
nation of the recapture period was inadvertently tied to termination of the subsidy 
contract. Section 606 (5) of the 1936 act historically was derived from an earlier 
draft bill of the Senate (sec. 34 (7) of the Guffey bill, H. R. 8555, April 24 (calendar 
day, May 4), 1936). This draft bill would have required that the operating- 
differential subsidy contract provide that, when at the end of any 3-year period 
during which an operating-differential subsidy was paid, the net profit of the 
operator for such period exceeded a return of 10 percent per annum on his capital 
necessarily employed. recapture of the subsidy paid should be made from one- 
half of such excess profits. This draft would not have required that the recapture 
period end if the contract expired before the end of the 3-year period while the 
operator continued subsidized operations under a new contract. The obvious 
defect of the draft, however, is that it did not provide for recapture if the operator 
ceased to be a subsidized operator before the end of the 3-year period. 

A comparison of the Guffey bill with section 606 (5) of the 1936 act shows that 
the changes made to obtain section 606 (5) of the 1936 act were (1) to make the 
recapture period 5 instead of 3 years, and (2) to include a provision for termination 
of the recapture period upon termination of the contract. 

There was a need to provide for recapture on the basis of an abbreviated 
recapture period if during the 5-year period the operator ceased to be a subsidized 
operator. There was no need, however, to provide for cutting short the recapture 
period merely because the contract terminated if a new subsidy contract covering 
the same services, routes, and lines were entered into. It probably was not con- 
templated that the subsidy contract would ever terminate while the operator 
continued to be subsidized, except at the end of a recapture period. There would 

no reason to cut short the recapture period while subsidized operations con- 
tinued. That the statute was drafted so as to cause this result appears to have 
been an inadvertence, rather than a deliberate and considered policy. 

When the 1938 amendments were passed, it was plainly intended that an oper- 
ator who constructed a vessel with the aid of a construction subsidy should have an 
operating-subsidy contract with a long enough term to protect his investment. It 
was on this premise that the act was amended to provide that, if the United States 
broke the subsidy contract without cause, the operator could transfer his vessels 
foreign. This would place him in the same position as though he had originally 
built his vessels abroad without subsidy for foreign flag operation. 

The bill would make it possible to carry out the intent of Congress to promote 
the merchant marine by contracting with the operators for (1) a 10-year period in 
which to offset profits and losses for recapture purposes, and (2) an operating- 
differentia -subsidy contract of long enough duration to protect the contractor’s 
investment in new vessels on a realistic and reasonable basis. 

In view of these considerations, the Department of Commerce recommends 
favorable consideration of the bill. 

The Bureau of the Budget has advised that it would interpose no objection to 
the submission of this letter to your committee. 

Sincerely yours, 
SinctarkR WEEKs, 
Secretary of Commerce. 
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GENERAL AccounTING Orrics, 
CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, D. C., May 4, 1956. 
Hon. Hersert C. Bonner, 
irman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. Coarrman: Reference is made to your letter of February 24, 1955, 
transmitting copies of H. R. 4118, 84th Congress, Ist session, entitled ‘‘A bill to 
amend section 606 (5) of the Merchant Marine Act, 1936, relating to the computa- 
tion of the 10-year recapture period,” and requesting our views and recommenda- 
tions thereon. 

As originally enacted, section 606 (5) provided for a 5-year recapture accounting 
period. By the act of June 23, 1938 (52 Stat. 953, 960), the Congress increased 
the Pe to 10 years because the longer period was considered more nearly re- 
lated to the cycles of prosperity and depression experienced by the maritime 
industry. Consequently, section 606 (5) now provides that if, at the end of any 
10-year period during which operating-differential subsidy has been paid under a 
contract, the cumulative net profits from subsidized operations exceed 10 percent 
per annum of the capital necessarily employed in such operations, one-half of the 
excess net profits—but not to exceed the total amount of the subsidy payments— 
is to be recaptured by the Government. However, as indicated in our decision 
of August 23, 1954 (B-120594, 34 Comp. Gen. 99, copy attached), the present 
law also requires that, upon termination of an existing subsidy contract, a recap- 
ture accounting must be had at that time, even though the 10-year cycle has not 
been completed, and despite the continuance of the subsidized relationship under 
a replacement, or consecutive, contract. The operators reportedly object to 
having the 10-year cycle cut short by termination of their existing contracts in 
advance of the close of such period. 

Pursuant to their vessel-replacement obligations under operating-differential 
subsidy contracts, operators are sometimes confronted, near the end of their 
existing subsidy contracts, with the necessity for investing millions of dollars 
in new vessels for routes and services which, by reason of foreign competition, 
cannot be serviced by America-flag vessels at anywhere near a break-even basis 
without the aid of Government subsidy. The operators feel that such investments 
would be extremely poor business risks unless they had long-term operating- 
differential subsidy contracts covering the new vessels. 

In our decision of February 3, 1955 (B—120594, copy attached), we concurred 
in the proposal of the Maritime Administration to execute “standby”, long-term 
operating-differential subsidy contracts, “providing the new contracts are not 
executed any further in advance of the expiration or termination of existing 
contracts than is reasonably calculated to provide for acquisition of the first of 
the new vessels.” 

H. R. 4118 would make unnecessary the use of “‘standby” contracts by pro- 
viding for recapture accounting “‘at the end of any 10-year period during which 
an operating-differential subsidy has been — under a contract or consecutive 
contracts * * * or when prior to the end of such 10-year period subsidized 
operations shall be finally terminated.” The amendment would cut short the 
10-year recapture accounting period only when the operating-differential subsidy 
relationship between the Government and the operator is terminated. It would 
avoid cutting the 10-year recapture period short when the existing contract is 
terminated before the end of such period for the purpose of continuing the subsidy 
relationship under a consecutive contract. 

In view of the legislative history of the amendment to section 606 (5) by the 
act of June 23, 1938, and inasmuch as the proposal appears to be consonant with 
the objectives of the Merchant Marine Act of 1936, we recommend favorable 
consideration of the bill. 

Sincerely yours, 
JosppH CAMPBELL, 
Compiroller General of the United States. 
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Genera Accvontine OFFICE, 
ComprTroLter GENERAL OF THE UNITED STATEs, 
Washington, August 23, 1954. 
B-120594. 


The ApMINISTRATOR, MARITIME ADMINISTRATION. 


Dear Mr. Apministrator: Reference is made to your letter of June 30, 1954, 
requesting my views on the proper interpretation of section 606 (5) of the Mer- 
chant Marine Act of 1936, as amended (46 U. S. C. 1176), and forwarding copies 
of two letters dated June 21, from counsel for the American President Lines, 
Ltd., urging that the subject section be construed so as to authorize your Admin- 
istration to enter into a new 13-year operating-differential subsidy contract with 
that concern without bringing to an end the recapture accounting period, which 
would continue under its current contract until December 31, 1957. 

The construction urged by the applicant is that the word “terminated” in 
section 606 (5) has reference to the termination of the subsidy relationship be- 
tween the applicant and the Government rather than to the termination of an 


existing operating-differential contract. Title VI of the Merchant Marine Act. 


of 1936 provides, generally, that upon certain findings and determinations by the 
Maritime Administration, a contract providing for an operating-differential 
subsidy may be made with an applicant for a period not exceeding 20 years. 
Section 606 (5) of the act provides: 

“Every contract for an operating differential subsidy under this title shall pro- 
vide * * * (5) that when at the end of any ten-year period during which an 
operating-differential subsidy has been paid, or when prior to the end of any such 
ten-year period the contract shall be terminated, * * * [there shall be an accounting 
for recapture purposes.”’ [Italic supplied.] ‘ 

It is, of course, to be conceded that—literally at least—the word “‘terminated”’ 
is used with reference to the contract, for a period not exceeding 20 years, under 
which an operating-differential subsidy was then payable. As recognized by 
the applicant, the legislative history of the act offers nothing conclusive; the 
colloquy quoted in his letter merely establishes that subsidized operators can 
terminate their contracts in advance of the expiration dates thereof. Examination 
of title VI of the act establishes that the subsidy relationship contemplated was 
to be a contractual relationship, and the provisions were directed to such 
contracts. 

Ordinarily, in submitting for decision here a question of this kind, the record 
should contain a statement as to construction placed upon the law adminis- 
tratively. Such a construction is entitled to, and is accorded, great. weight by 
this Office in passing upon the question presented. While the position of the 
Administration is not indicated in the record accompanying your letter, it has 
been informally ascertained that your General Counsel is of the view that the 
law requires an accounting upon the termination of an existing contract. 

I am constrained to agree with that construction. The legislative history of 
the amendment to the subject section by the act of June 23, 1938 (52 Stat. 953, 
960), clearly indicates that the sole purpose of increasing the period for recapture 
purposes from 5 to 10 years was to make the period more nearly related to the 
cycles of prosperity and depression experienced by the shipping industry. The 
use of the word “or” in that amendment in lieu of the word “and” in the original 
provision apparently has no significance. 

A termination of an existing operating subsidy contract has a very material 
bearing upon the relationship between the Government and the operator. New 
commitments and obligations are assumed on both sides for an entirely new period, 
which, though not in excess of 20 years, will extend nevertheless beyond the date 
of the old contract. It is consistent not only with the letter but also with the 
spirit of the statute that the parties should at that time settle the matter of 
recapturable profits and that the new contract should start from scratch in that 
regard, as well as in the other aspects of the subsidy relationship. 

n his supplemental letter of June 21, 1954, counsel for the company refers to 
a@ construction of the word “termination” by the Commissioner of Internal 
Revenue in answering certain questions regarding the closing agreements which 
were settlements of tax problems arising under section 607 of the Merchant Marine 
_ Included in such closing agreements was a definition in article I (f) as 
ollows: 

** ‘Termination’ referring to operating-differential subsidy contracts shall mean 
the final termination of such contracts without extension, renewal or continuation.” 
[Italic supplied.] 
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The Commissioner of Internal Revenue stated that under that definition reserve 
funds would not cease to be held for the purpose of the 1936 act so long as the tax- 
payer remained in a subsidized status. Suffice it to say that this ruling had refer- 
ence only to tax liabilities where the situation is entirely different both in nature 
and effect. 

Accordingly, it is my conclusion that the Maritime Administration would not 
be authorized now to enter into a “new” 13-year operating-differential subsidy 
contract with American President Lines, Ltd., without requiring a recapture 
accounting as of the date of the termination of the current contract. 

Sincerely yours, 


R. F. Kevrier, 
Acting Comptroller General of the United States. 


GENERAL AccouNTING OFFICE, 
ComPpTrRoLLER GENERAL OF THE UNITED States, 
Washington, February 8, 1956. 
B-120594. 


The ApMINIsTRATOR, Maritime ADMINISTRATION. 


Dear Mr. ApminisrraTor: Reference is made to your letter of October 13, 
1954, outlining a procedure the Federal Maritime Board contemplates following in 
instances where operating-differential subsidy contracts will by their terms termi- 
nate shortly after the completion of replacement vessels required to be built 

ursuant to the terms of ne contracts, and advising that such procedure will be 
ollowed unless the General Accounting Office finds it necessary to object. 

Briefly stated, the situation giving rise to the proposal is that three contractors 
(Grace Line, Inc., Moore-MeCormack Lines, Inc., and American President Lines, 
Ltd.) are now confronted with the necessity for expending or incurring indebted- 
nesses of millions of dollars in the construction or acquistion of replacement vessels 
pursuant to their obligations under operating-differential subsidy contracts 
which will terminate on December 31, 1957. It reportedly has been indicated 
by two of the contractors that with the exercise of all due diligence the completion 
of the first of their new vessels cannot be accomplished uniil the latter part of 
1957 and that, inasmuch as their present operating-differential subsidy contracts 
terminate shortly thereafter, they are doubtful of their ability to obtain private 
financing unless they are now assured of valid and enforceable long-term operating- 
differential subsidy contracts covering such vessels. Each of the companies in 
question is understood to be in a recapture position by reason of profitable opera- 
tions thus far in the 10-year accounting period. Hence, the contractors are 
unwilling to have their current contracts terminated now and replaced with new 
long-term contracts since such action would require an accounting for recapture 
purposes 3 years in advance of the 10-year accounting period provided in section 
606 (5) of the Merchant Marine Act of 1936. See B-120594, August 23, 1954 
(34 Comp. Gen. 99). 

In view of those facts, your letter states: 

“In order to afford to these operators and others from time to time under sim- 
ilar circumstances the relief that equity would seem to warrant it is proposed, 
unless you feel it necessary to register objection thereto, that— 

(1) Maritime will make all findings under the provisions of the Merchant 
Marine Act, 1936, as amended; 

“(2) Maritime, if all such findings and determinations can be made, will 
authorize a new operating-differential subsidy contract for a long period of 
time (e. g. 10 years or longer), covering the operation not only of the new 
vessels but also all of the old vessels covered by the current contract in trade 
routes or services determined to be essential under section 211 of the act; 

(3) Such contract, though binding and effective immediately upon execu- 
tion, will provide that no subsidy shall accrue or become payable thereunder 
until completion of the first of the new vessels and entry thereof into the 
subsidized service, at which time the current contract shall thereupon 
immediately terminate and all voyages in the’ subsidized service thereafter 
commencing with not only the new but also the other old vessels, except for 
the vessels, if any, being replaced, will be eligible for subsidy to the extent 
provided in the new contract; 

“(4) Such new contract will contain, among others, a provision requiring 
the operator to furnish to Maritime, within a specified time after execution 
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of the new operating-differential subsidy contract, evidence satisfactory to 
Maritime that the operator has entered into a firm and binding contract for 

'' the construction of the new vessels and has made arrangements, satisfactory 

to Maritime, for the financing of such construction; Pa 

“(5) Such new contract will also require the operator from time to time 
to furnish to Maritime evidence, satisfactory to Maritime, that it is pro- 
ceeding diligently with the construction of the new vessels; 

(6) If, at any time, the operator fails to furnish evidence as requested 
pursuant to conditions (4) or (5) hereof, Maritime shall have the right to 
declare the new contract immediately thereupon terminated and null and 
void.” 

You express the view that the contemplated procedure does not do violence 
to the congressional intent and that, in the stated circumstances, the Board will 
be able to make all required findings and determinations in advance. 

Section 207 of the Merchant Marine Act of 1936 (46 U. S. C. 1117), authorizes 
the Federal Maritime Board and the Secretary of Commerce to “enter into 
such contracts, upon behalf of the United States * * * as may, in its or his 
discretion, be necessary to carry on the activities authorized by [the act].’”’ 

Section 601 of the act (46 U.S. C. 1171), provides, in pertinent part, as follows: 

“The Federal Maritime Board is authorized and directed to consider the 
application of any citizen of the United States for financial aid in the operation 
of a vessel or vessels, which are to be used in an essential service in the foreign 
commerce of the United States. No such application shall be approved by the 
Board unless it determines that * * * (2) the applicant owns, or can and will 
build or purchase, a vessel or vessels of the size, type, speed, and number, and 
with the proper equipment required to enable him to operate and maintain the 
service, route, or line, in such manner as may be necessary to meet competitive 
conditions, and to promote foreign commerce. * * *” [Italics supplied.] 

The italicized portion of the above-quoted provision clearly indicates that 
Congress anticipated situations in which an applicant, who is otherwise qualified, 
does not have the necessary vessels available for immediate entry into service 
but who “can and will build or purchase’”’ such vessels if he is awarded an oper- 
ating-differential subsidy contract. In such circumstances, the prerequisite 
findings and determinations necessarily are made and the subsidy contract is 
executed in advance of the accrual of subsidy, which cannot occur until after the 
entry of the first of the required vessels into the service. 

The act does not expressly provide for those situations in which the Board con- 
cludes—on the basis of findings and determinations made with respect to an exist- 
ing essential trade route currently being served by a subsidized operator—that 
certain vessels are required for continued servicing of that route beyond the ter- 
mination or expiration of the existing contract. However, the act contemplates 
continuing Government aid to facilitate uninterrupted service by American 
operators of essential trade routes. Thus, it is reasonable to conclude that, in 
order to avoid any periods during which an American operator was not contrac- 
tually bound to service an essential foreign trade route, Congress contemplated 
that the Board would review existing operating-differential subsidy contracts 
sufficiently in advance of their expiration to ascertain what measures would be 
required to avoid such periods. Consequently, where the Board reviews a con- 
tract prior to and in anticipation of its expiration or termination and determines 
that additional or replacement vessels are necessary to the continued servicing of 
the essential route involved, Congress must have intended that the Board would 
execute a new operating-differential subsidy contract sufficiently in advance of 
the expiration of the existing contract to enable the new contractor (whether the 
current operator or one replacing him) to acquire the necessary vessels for entry 
into that service immediately upon termination or expiration of the current 
contract. In this connection, the statutory limitation of 20 years on operating- 
differential subsidy contracts apparently is for the purpose of requiring a review 
by the Board of each trade route and the operations thereon not less frequently 
than every 20 years. Such a review within that period and new findings and 
determinations justifying continued subsidization of the routes satisfies that 
requirement. 

In view of the foregoing, we concur in your view that the proposed procedure 
does not do violence to the intent of Congress and we interpose no objection to the 
contemplated procedure, providing the new contracts are not executed any further 
in advance of the expiration or termination of existing contracts than is reasonably 
calculated to provide for acquisition of the first of thé new vessels. 

Sincerely yours, 


Frank H, Weirzet, 
Assistant Comptroller General of the United States. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, cha in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is shown in roman): 


Sec. 606. * * * (5) [that when at the end of any ten-year period during 
which an operating-differential subsidy has been paid, or when prior to the end 
of any such ten-year period the contract shall be terminated, if the net profit of 
the contractor on his subsidized vessels and services incident thereto during such 
period or time (without regard to capital gains and capital losses), after deduction 
of depreciation charges based upon a twenty-year life expectancy of the subsidized 
vessels, has averaged more than 10 per centum per annum upon the contractor's 
capital investment necessarily employed in the operation of the subsidized vessels, 
services, routes, and lines, the contractor shall pay to the United States an amount 
equal to one-half of such profits in excess of 10 per centum per annum as partial 
or complete reimbursement for operating-differential subsidy payments received 
by the contractor for such ten-year period, but the amount of excessive profit 
so recaptured shall not in any case exceed the amount of the operating-differential 
subsidy payments theretofore made to the contractor for such period under such 
contract and the repayment of such reimbursement to the Commission shall be 
subject to the provisions of section 607 ;] that when at the end of any ten-year 
period during which an operating-differential subsidy has been paid under a contract 
or consecutive contracts (such period to be computed from the end of the operator’s 
last completed recapture period regardless of tis duration, or from the beginning of 
subsidized operations if the operator has not previously completed a recapture period), 
or when prior to the end of such ten-year period subsidized operations shall be finally 
terminated, if the net profit of the contractor on his subsidized vessels and services 
incident thereto during such period or time (without regard to capital gains and capital 
losses), after deduction of depreciation charges based upon a life expectancy of the 
subsidized vessels determined as provided in section 607 (b), has averaged more than 
10 per centum per annum upon the contractor's capital investment necessarily em- 
ployed in the operation of the subsidized vessels, services, routes, and lines, the con- 
tractor shall pay to the United States an amount equal to one-half of such profits in 
excess of 10 per centum per annum as partial or complete reimbursement for operating- 
differential subsidy payments received by the contractor for such recapture period, 
but the amount of excessive profit so recaptured shall not in any case exceed the amount 
of the operating-differential subsidy payments theretofore made to the contractor for 
such period under such contract or consecutive contracts and the repayment of such 
reimbursement to the Commission shall be subject to the provisions of section 607; 

Sec. 2. Each operating-differential subsidy contract in force on the date of enact- 
ment of this Act shall, if the subsidized contractor consents, be amended to conform 
to the provisions of section 606 of the Merchant Marine Act, 1936, as amended by 
section 1 of this Act. 

O 
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Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


{Pursuant to H. Res. 118] 


In accordance with H. Res. 118, 84th Congress, your Committee 
on Merchant Marine and Fisheries submits the following report rela- 
tive to vessel replacement in the American merchant marine. 


INTRODUCTION 


One of the most pressing problems confronting the American 
merchant marine today is the matter of block obsolescence. Our 
liner fleet is composed almost entirely of vessels constructed during the 
World War II period—1943-46. Since the economic life of a ship is 
about 20 years, we have already passed the halfway mark in what can 
be referred to as the life of the present American-flag fleet. 

To say the problem is one confronting the American merchant 
marine, however, is really too narrow an approach to the situation. 
The real danger is to the United States of America. Twice in the last 
40 years we have been thrust into a world war at times when our 
merchant fleet had fallen into neglect and become obsolete. Each 
time the military leaders of this country called for feverish activity in 
the building of merchant ships. Shipyards were built with Govern- 
ment funds. Men and women who had never seen the inside of a 
shipyard were trained night and day. Even those who undertook to 
operate the yards had, in some cases, little or no experience. In 
short, the term ‘crash program’ could never be applied to a more apt 
situation. 

Fortunately, each time the ingenuity of American industry and labor 
proved equal to the test. It did, however, take about 4 years to build 
up to full production. And how about the cost of all this? Crash 


55008 


as Eutweetsst ater or wh OOS eK tS ee Ee 














2 VESSEL REPLACEMENT IN AMERICAN MERCHANT MARINE 


planning is always expensive. Shipbuilding was no exception; in 
fact, money was no object. Accounting was neglected to the extent 
that billions of dollars spent during the World War II period will never 
properly be allocated on the Government’s books. This was the 
price paid in money for our foolish attitude of the past toward the 
American merchant marine. The price paid in lives lost due to the 
delay can never be repaid. 

Our merchant fleet has often been referred to as our fourth arm of 
defense. The Secretary of the Navy has recently said that World 
War II was over the day we reached the point where merchant ships 
were being built faster than they were being sunk. If these are the 
facts, how many times does the country have to get “burnt” before we 
wake up to the realization that the time to spend money on our mer- 
chant fleet is in peacetime and not wartime? Today our shipyards 
have on order 15 merchant vessels and not all of those are actually in 
the process of construction. In December 1941, the private ship- 
building industry had under construction or on order 886 merchant 
vessels. Unless we adopt as national policy a program designed to 
keep our private yards and ships in readiness for the defense of this 
country, the price for our lethargy may be more the next time than 
any of us would even wish to think. 


THE PROBLEM 


During the last Congress steps were taken to provide for the con- 
struction of a number of new tankers. Progress has been made under 
this legislation although, to date, relatively little construction is 
actually underway. It is probably too soon to appraise accurately 
the effectiveness of the legislation, but at least in the tanker field some- 
thing is being done. As a contrast, there has not been a single dry- 
cargo vessel built in this country in the last 10 years. 

As of December 31, 1954, the oceangoing dry-cargo fleet consisted 
of 674 dry-cargo vessels: 

Vessels engaged in recular domestic “‘coastwise’’ and intercoastal service__._ 155 

Vessels, ineluding ‘‘tramps’’, carrying bulk cargoes, specialized ore and 
ehemical carriers, vessels transporting primarily the raw materials and 
finished goods of industrial enterprises (lumber, fruit, steel, aluminum 
etc.), vessels chartered to the Military Sea Transportation Service, and 
some common carriers, most of which have applied for operating-differ- 

ential subsidy 2 2b eb A ors ke a ss 3s ea cs eens 248 
Common-carrier vessels of the so-called subsidized fleet_..............--.- 276 

The cost of replacing this fleet is staggering. The Committee of 
American Steamship Lines, composed of 15 of the 16 subsidized com- 
panies, has estimated the cost of replacing their 276 vessels at $3 
billion. About 40 percent or more of this cost would be borne by 
the Government in the form of construction-differential subsidy allow- 
ances. No similar estimates have been made for the rest of the 
vessels in the existing fleet for the simple reason that there is prac- 
tically no thought of replacing the vessels even with Government 
assistance. 

Some of the subsidized lines are under specific contractual obliga- 
tions to replace their existing vessels. In the case of other subsidized 
lines no specific replacement obligation is spelled out in their contracts 
because their vessels were not due for replacement during the previous 
contract period. However, -all subsidized lines must eventually re- 
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VESSEL REPLACEMENT IN AMERICAN MERCHANT MARINE 3 


lace their vessels or lose their eligibility for subsidy contracts. So, 
for the subsidized fleet, the problem is one of spacing the replacement, 
or, to put it another way, it is a matter of accelerating at least a sizable 
portion of the replacement obligations. 

Even for the subsidized fleet the problem is not a simple one. Why 
should a company replace a vessel 10 or 12 years old in good operating 
condition, as most of them are? A C-3 type vessel which sold for 
about $1.3 million under the Merchant Ship Sales Act of 1946 would, 
in an up-to-date version, cost the shipowner about $5 million even 
after a Government construction subsidy. Considering the increased 
boeing cost of such a vessel, due to carrying charges alone, it is 
obvious that some incentive or inducement must be held out to those 
operators if we are to meet the problem. The question then becomes 
one of balancing the burden of the incentive against the benefit of 
the final result. 

With respect to the nonsubsidized segment of our American-flag 
fleet, the outlook is tragic. This applies to the coastal, intercoastal, 
ocean, and tramp trades. The operating cost for vessels in these 
services has risen to such a point that there is no prospect whatso- 
ever for future replacements. Services that are merely breaking 
even or making a small profit today with ships that were purchased 
from the Government at knocked-down prices under the Merchant 
Ship Sales Act of 1946 could not possibly survive, from an economic 
standpoint, if they had to cover the capital investment required for 
new-vessel construction. 

Hence, the gravity of the picture for the subsidized lines is far 
outshadowed by the grim outlook of the nonsubsidized segment of 
the fleet. The simple truth of the matter is that 10 years from now 
the American dry-cargo fleet of 674 vessels may well be reduced to 
276 or less, unless drastic steps are taken now. 


DISCUSSION 


The seriousness of the replacement problem apparently has been 
recognized in the Maritime Administration for some time. In 
November 1954 the then Chairman of the Federal Maritime Board 
requested the Committee of American Steamship Lines to furnish 
him a report outlining the obstacles, if any, in the path of accelerated 
replacement together with such recommendations as the lines cared 
to make. Such a report was submitted on February 14, 1955. 

During the hearings the committee heard testimony from repre- 
sentatives of the industry committee on all aspects of the matters 
covered in the report. Also, the committee heard testimony from a 
representative of the nonsubsidized lines, the tramp ship operators, 
representatives of the shipbuilding industry, the Maritime Admin- 
istration and the General Accounting Office. Testimony was also 
adduced from representatives of the Atomic Energy Commission 
relative to the present prospects for atomic propulsion of merchant- 
type vessels. 

t was the unanimous view of the subsidized operators that the 
decision to enter into contracts for the purchase of new vessels is 
undoubtedly the most difficult decision which the management of 
any steamship company is called upon to make. Naturally this 
decision turns upon the prospects for a fair rate of return upon the 
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new capital which must be invested in the business. On the whole, 
however, there seemed to be a disposition on the part of these operators 
to proceed immediately with plans to accelerate the replacement of 
the fleet provided certain firm commitments were made by the 
Maritime Administration under the terms of existing law. That is 
to say, for the most part the recommendations from the subsidized 
segment of the industry do not call for any more Government assist- 
ance than is already provided under the terms of the Merchant 
Marine Act of 1936. They do, however, call for more liberal assistance 
under certain provisions of the act than it has been customary for the 
Maritime Administration as a matter of administrative policy to give. 
The term of operating-differential subsidy agreements 

Under section 603 of the 1936 act the Maritime Administration is 
authorized to enter into contracts for the payment of operating-differ- 
ential subsidy “for a period not exceeding 20 years.”’ Apparently it 
has been the practice of the Maritime Administration in the past to 
limit the terms of these contracts to 12 to 15 years and in some cases 
even less. This policy has been based on the proposition that the 
shorter term permits a better opportunity for the Administration to 
review the replacement obligations of the operator. In other words, 
if at the end of 12 years the Administration finds that a certain 
number of vessels of a particular operator’s fleet should be replaced, 
it can insist, in the negotiation of a new contract, upon specific 
obligation provisions being included. 

The industry contends that this policy is wholly unsound if the 
companies are to be required to obtain private financing in connection 
with the construction of new vessels. They state that in talks with 
financing institutions it has been made clear that one of the absolute 
requirements for loans must be a commitment on the part of the 
Government to pay an operating-differential subsidy for the entire 
period to be covered by the mortzage securing the loan. In other 
words, the banks and insurance companies have very naturally taken 
the position that they are not willing to advance money for the con- 
struction of a ship which could not possibly operate at a profit without 
the aid of operating subsidy. A merchant-type vessel is ordinarily 
considered under the 1936 act as having a 20-year life, so that if it 
became necessary for a company to obtain a loan secured by a mort- 
gage for 20 years, the financing institution would insist upon a 20-year 
operating subsidy contract to run concurrently with the mortgage. 

In his testimony before the committee the Chairman of the Federal 
Maritime Board stated: 

If it is the fact that they cannot get private financing unless the operating 
subsidy runs concurrently with the mortgage on a vessel, then we will have to 
modify our thinking on 10 to 12 year operating subsidy contracts. 

The chairman did indicate also that he was not convinced that the 
lines would need as long as 20 years in which to pay off the mortgages 
on the new vessels. At the same time he did concede that whatever 
policy he adopted should be uniform so as not to provide a basis for 
inequity among companies. The policy also would necessarily have 
to be patterned after the requirements of the ‘‘neediest’”’ company in 
the subsidized group. 
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The parity principle 

Section 603 (b) of the Merchant Marine Act of 1936 contains the 
following language with respect to operating-differential subsidy 
contracts, ‘Such contracts shall provide that the amount of the ope- 
rating-differential subsidy shall not exceed the excess of the fair and 
reasonable cost”’ of certain items of operating expense actually incurred 
by the American operator over the estimated fair and reasonable costs 
of the same items of expense if the vessel were operated under the 
registry of a foreign competitor. It will be noted that literally this 
language does not require that the differential be the exact equivalent 
of the difference between domestic and foreign operating costs, 
although it has been the practice and policy of the Maritime Admin- 
istration since the enactment of the 1936 act to pay the full equivalent 
of parity. 

The companies maintain that there have been suggestions from time 
to time by staff people in the Martime Administration that there is no 
obligation to pay full parity. In fact, there have been several legal 
opinions by former general counsels of the Maritime Administration 
to the effect that payment of less than parity is legallv permissible 
under the 1936 act. However, during the hearings the Chairman 
of the Maritime Administration testified: 

My personal views on parity are that the 1936 act sets up adequate standards 
of parity, fair and reasonable estimated foreign costs and fair and reasonable 
domestie costs, and | think, while the act says that we may pay not exceeding 
the differential between those two, an overall examinetion of the act and the 
legislative history contemplates that we do pay the full parity. 

He went on to say that be thought the request of the operators for 
a commitment on the part of the Maritime Administration to pay 
full parity was a reasonable one. 

Voluntary deposit of earnings 

Certain sections of the 1936 act authorize the establishment of 
reserve funds by the subsidized operators into which they may deposit 
part of their earnings for the future replacement of their fleet. These 
deposits are tax-deferred. Certain of the more successful operators 
have accumulated considerable amounts of money in these funds, but 
for the most part, the existence of these funds has proven to be the 
only possible way in which any replacement of tke existing fleet could 
be effected. 

At the present time under regulations issued by the Maritime 
Administration, operators are limited in their deposits to 35 percent 
of their estimated replacemept needs. Their recommendation is that 
this administrative limitation be raised so that an operator may be 
permitted to deposit up to 50 percent of the estimated replacement 
cost of his fleet. The Chairman of the Maritime Administration testi- 
fied that he now has under consideration a recommendation from his 
staff to the effect that the present policy be changed to permit volun- 
tary deposits up to 50 percent for those companies who have specific 
replacement obligations spelled out in their operating-differential 
subsidy contracts or who are willing to reopen their contracts and 
agree to specific replacement obligations. 


Accelerated depreciation 


The Revenue Act of 1954 has made accelerated depreciation part 
of our national tax policy. Under the act accelerated depreciationis 
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available generally to all industries. The lines recommended that 
certain General Orders of the Maritime Administration be revised to 
permit accelerated depreciation for companies building vessels under 
the 1936 act. The Maritime Administrator stated that these orders 
were in the process of being revised to conform to the new revenue 
act. 

There is, however, another problem in connection with accelerated 
depreciation. Section 802 of the 1936 act entitles the United States 
to requisition or purchase a vessel built with construction-differential 
subsidy at a price not exceeding depreciated cost, “less the depreciated 
amount of construction-differential subsidy theretofore paid * * *.” 
The section goes on to provide, “depreciation shall be computed on 
each vessel on the schedule adopted by the Bureau of Internal Revenue 
for income-tax purposes.’”’ Thus, there arises the possibility that if a 
company should elect to use accelerated depreciation on a vessel 
and it were later requisitioned or purchased by the United States, the 
amount paid might be considerably less than if he had used the straight 
line method of depreciation. The lines did not, however, suggest any 
legislative action in connection with this problem at the present time 
but merely raised it in their report for the consideration of the Mari- 
time Administration. 

Trade-in values 

Section 510 of the 1936 act, as amended by Public Law 586, ap- 
proved July 17, 1952, provides that until June 30, 1958, vessels which 
are over 12 years old may be turned in to the Government in exchange 
for an allowance of credit toward the construction or purchase of a 
new vessel. The credit allowance is to be fixed by the Maritime Board 
or Administration after consideration of three factors: (1) the scrap 
value of the vessel in American and foreign markets, (2) the depre- 
ciated value based on a 20-year life, and (3) the market value thereof 
for operation in the world trade or in the foreign or domestic trade of 
the United States. This section of the act goes on to provide that if 
the owner of the vessel to be traded in uses the vessel during the period 
of construction of the new vessel, the allowance should be reduced by 
an amount representing the fair value of the use. 

The basic recommendation in the industry report is that Maritime 
Administration establish as a firm policy a willingness to grant the 
owner of a vessel to be traded in an amount equivalent to what he 
would be able to sell that vessel for in the world market today. The 
argument put forth is that section 510 was intended to provide an 
incentive for operators to turn in obsolete vessels; and that since 
world market values today are far in exc@ss of the other two statutory 
factors, the only incentive available would be an offer to give a credit 
allowance equivalent to world market values. 

The Maritime Administrator testified that if the General Accounting 
Office would be willing to approve world market values as a proper 
standard under existing conditions, he would personally look with 
favor on adopting that standard in order to induce new construction. 
It was indicated that past decisions of the Comptroller General have 
authorized the credit allowances to be fixed in conformance with the 
highest of the three factors mentioned in the statute, provided the 
resulting figure represented the ‘fair and reasonable value” of the 
vessel. One other objection raised by the lines in connection with 
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this provision of the law involved the amount charged by the Mari- 
time Administration to the owner of the obsolete vessel for the use of 
that vessel during the period of construction of the new vessel. 
Apparently the present practice is to charge the owner charter hire 
at the rate of 15 percent per annum of the value of the obsolete vessel. 
Several alternative percentage figures were mentioned, one being to 
reduce the 15 percent figure to 10 percent on the basis that the owner 


was deprived of the use of the capital represented by the credit allow- 
ance during such period. 


Construction differential subsidy problems 


The experience of the industry under the construction-differential 
subsidy provisions in title V of the 1936 act has been sad indeed. 
Legal objection to the amount of the subsidy fixed for the steamship 
United States and for the steamships Independence and Constitution was 
raised by the Comptroller General of the United States. It is now 
conceded on all sides that unless some means is devised whereby com- 
panies desiring to build vessels under title V are assured of valid and 
binding contracts, the object and purpose of this part of the statute 
is doomed to certain defeat. 

Representatives from the General Accounting Office testified that 
the Comptroller General will cooperate with the Maritime Adminis- 
tration in this field and render advance decisions of a final and binding 
nature before any commitments are called for on the part of the vessel 
operator. They stated, however, that this willingness on the part of 
the Comptroller General should not be considered as establishing a 
precedent for similar action in other fields, as the resulting burden 
upon his office would be overwhelming. 

Another industry suggestion was that Maritime establish construc- 
tion-differential subsidy percentages for certain standard types of 
vessel in advance of applications by any particular vessel operator so 
as to enable the industry to better prepare their plans before submit- 
ting an application. The feasibility of this suggestion seemed to de- 
pend to some extent upon the ability of Maritime first to establish 
suitable standard types of vessels. 

Reserve fund investments 


Section 607 (d) of the 1936 act limits the investment of moneys in 
the statutory reserve funds to “interest bearing” securities. ‘hus, 
investments of these funds has in the past been confined to Govern- 
ment bonds for the most part. Suggestion was made that the act be 
amended to permit investments in a balanced portfolio which would 
include stocks as well as bonds and debentures. 

It is understood that this suggestion is presently under consideration 
in the executive branch of the Government, having been included as 
part of the maritime legislative program for this session of the Con- 
gress. Accordingly, the committee will make no recommendation on 
this matter until it receives some expression from the executive branch. 


Subsidy recapture carryover 


This suggestion is one which is covered by H. R. 4118 upon which 
a separate report will be issued by the committee. 


The escape clause 


Section 611 of the 1936 act permits a contractor to transfer to 
foreign registry vessels covered by an operating-differential-subsidy 
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agreement in the event the United States (1) defaults upon the con- 
tract, or (2) cancels the contract without just cause. The procedure 
prescribed for establishing a right to such a transfer involves (1) 
application to Maritime, (2) hearing before Maritime, (3) court 
action, and (4) 90-day waiting period after final appeal, during which 
time the United States may purchase the vessel or vessels. The con- 
tention is that this procedure is so cumbersome that an operator 
might very well be ruined financially long before he would be able to 
establish absolutely his right to transfer to foreign registry. Ac- 
cordingly, the lines recommend that the term “default” be defined as 
fully and clearly as practicable and that the subsidy agreements con- 
tain provisions calling for the continuation of subsidy payments 
during the period when the issue of default is under consideration. 


Construction revolving fund 


It is understood that this suggestion also is one presently under 
consideration in the executive branch and no action by the committee 
at this time is required. 


NONSUBSIDIZED OPERATORS 


This segment of the merchant marine includes coastal and inter- 
coastal trades, tramp trades, contiguous trades (such as Hawaii, 
Alaska, and Puerto Rico), and ocean trades. As indicated previously, 
the problems here so far as replacement of vessels is concerned seem 
almost insurmountable. 

The tramp industry 

The tramp industry of the United States now consists of about 75 
vessels owned and operated by some 40 separate owners. Most of 
the operators have 1 or 2 vessels although their fleets may increase 
as vessels are chartered from other sources. The fleet is made up 
entirely of Liberties that were acquired at the end of the war. Since 
they were built during the war period, the American tramp shipping 
industry is faced with the same serious problem of block obsolescence 
that faces other segments of the American merchant marine. 

Although tramp operators rely primarily on bulk cargoes, and there- 
fore are heavily dependent on foreign-aid programs, it is significant 
that 60 percent cf our oceanborne dry-cargo foreign commerce moves 
on tramp-type vessels. This represents 53,800,000 tons of dry bulk 
cargoes, or the equivalent of 5,380 fully loaded Liberty tramp vessels, 
during the year 1954. However, of this 60 percent of our dry-cargo 
foreign commerce, foreign-flag tramp vessels carried 82 percent. 

Since tramp rates are determined by open competitive bidding, the 
American operator, with his higher costs—approximately $20,000 
per vessel per month—operate at a tremendous disadvantage. Unless 
they are in a protected trade, it has been and will continue to be 
impossible for them to compete in the worldwide market without a 
subsidy. In their presentation they reviewed their request for 
operating subsidies. 

In his testimony Mr. Stuart, president, American Tramp Ship- 
owners Association, pointed out that— 
the principal problem facing the American shipowner insofar as vessel replace- 


ments are concerned, is the basic economic question of profitable operation of the 
vessels. If there is any reasonable probability of a return of their investment 
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VESSEL REPLACEMENT IN AMERICAN MERCHANT MARINE 9 


over the life of the vessel and of making a fair profit on their operations, the 
American tramp shipowner will build new and modern ships. There is no such 
assurance in the limited and restricted market presently available to our tramp 
vessels. 


Later he said: 


In the absence of such operating subsidies, our ships cannot compete in the 
world market for the substantial volume of available tramp cargoes. 

Section 511 (b) of the act provides for a construction reserve fund 
with favorable tax conditions for the depositor. The testimony of 
the tramp representatives shows that none of the tramp owners or 
operators have made any deposits in those funds. 

Section 501 (a) provides that— 

Any citizen of the United States may make application to the Federal Maritime 


Board for a construction-differential subsidy to aid in the construction of new 
vessels * * *, 


Originally, this was limited to those serving the “essential trade 
routes” in the foreign commerce of the United States. This was 
broadened by Public Law 586 of the 82d Congress to include the 
construction of any vessel to be used in the foreign commerce of the 
United States. However, no applications for aid in the construction 
of new vessels have been received from tramp owners or operators. 

If the tramp fleet is not replaced in whole or in part, there is every 
indication that it will gradually disappear from the seas. This will 
mean the loss of another 2,600 jobs for American seamen. It will 
also reduce the number of vessels available to this country in the 
event of future emergency. 


The domestic and foreign nonsubsidized dry-cargo operators 


Presently we have 398 ships in the American merchant marine which 
operate without subsidy aid in foreign trade and 155 in domestic 
service. Replacements for the foreign trade vessels are eligible under 
the present law for construction subsidy, whereas replacements for 
the domestic trade vessels are not. 

“The problem of replacing existing ships, either with or without a 
subsidy, cannot be divorced from the problem of profitable operation. 
The prospect of profit is a necessary incentive.”” This was the theme 
of the testimony presented on behalf of the nonsubsidized operators. 

The situation facing domestic shipping services is particularly acute. 
Before the war there were 409 ships in the coastwise and intercoastal 
trade and 59 in noncontiguous service. Now there are only 104 in 
coastwise and intercoastal service and 51 in noncontiguous. Here we 
have much more than a problem of replacing existing ships; we must 
also replace those that have failed to come back into these trades 
after World War II. 

One of the serious deterrents to the construction of ships for use in 
the domestic trades is the fact that the new ship on its delivery has a 
value in the world market not much more than half its cost. This 
is because the same vessel can be built abroad so much more cheaply. 
Thus, the recommendation was made by industry representatives that 
Congress should extend aid to the shipyards to enable them to sell 
ships for the domestic trades at prices that are realistic in the light of 
the world market. 

Other recommendations for solving this problem were (1) more 
liberal depreciation policies, (2) reduction of Panama Canal tolls, 
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10 VESSEL REPLACEMENT IN AMERICAN MERCHANT MARINE 


(3) permission for nonsubsidized lines to make voluntary deposits in 
the reserve funds, and (4) establishment of better controls over 
operating expense items upon which subsidy is paid. 


PRESENT OUTLOOK FOR ATOMIC PROPULSION OF MERCHANT VESSELS 


With the President’s announcement recently that the administra- 

tion will foster the construction of an atomic-powered merchant vessel 
following the successful operation of the atomic-powered submarine, 
the Nautilus, atomic propulsion became a reality in merchant vessel 
replacement programing and planning. To determine the potential 
impact of such realities in the vessel-replacement programs now under 
study by industry and the Government, the committee had experts 
in the field testify on the developments that have taken place in the 
field and on the future of atomic power as an economically feasible 
means of propelling merchant ships. 
' In the testimony it developed that (a) the powerplant to be used 
in the President’s ship will essentially be the one that is in the Nautilus, 
(6) the Nautilus type of powerplant is not the kind that will have to 
be developed for merchant ships, (c) therefore, a new type of power- 
plant will have to be developed for merchant vessels. The experts 
who appeared were in emphatic agreement that atomic power offers 
+a panacea for the American merchant marine in the foreseeable 
uture. 

They said it was unlikely that this means of propulsion will be 
economically available for any but large passenger vessels and other 
selected types of vessels. The possibilities of utilizing atomic power 
for the cargo fleet is remote. Even with selected vessels, it is unlikely 
that atomic propulsion will be economically practical for 10 years at 
the very least, and more likely, 15 to 20 years. 

Therefore, it is obvious that no replacement program should be 
delayed for fear that atomic power development will make ships now 
to be built obsolete within their foreseeable life, 


RECOMMENDATIONS 


1. The term of operating-differential subsidy agreements 
The Federal Maritime Board should establish a policy under which 
companies would be granted a single operating-differential subsidy 
contract of 20-year duration covering all the vessels of the company’s 
fleet provided each company agrees: 
(a) To an accelerated replacement program beginning at once, 
and 
(b) To include in the new contract specific replacement obliga- 
tions for all vessels which, during the term of the contract, reach 
20 years of age or which otherwise are determined by the Board 
to be obsolete for the service, trade, or route involved. 


2. The parity principle 


Future operating-differential subsidy contracts should contain 
definite commitments on the part of the Government to pay parity as 
between American and foreign-flag operating costs. Such a contract 
should provide, however, that the amounts payable under such con- 
tracts are subject to the “fair and reasonable” limitations of section 
603 (b) of the 1936 act. 
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8. Voluntary deposit of earnings 


The Maritime Administration should permit voluntary deposits of 
earnings up to 50 percent of the estimated replacement cost of the 
fleets of those operators who now have or who agree to assume definite 
and specific replacement obligations of such kind and nature as may bé 
determined by the Maritime Administration to be best suited to the 
objectives of the Merchant Marine Act, 1936, as amended. 


4. Accelerated depreciation 


Accelerated depreciation should be made available to the operators 
of subsidized vessels through appropriate amendments to the existing 
general orders of the Maritime Administration. However, the com- 
mittee finds no present justification for changing the for mula of sec tion 

802 of the 1936 act with respect to the price to be paid upon acquisi- 
tion or reacquisition by the Government of vessels upon which a con- 
struction-differential subsidy has been paid. 


5. Trade-in values 


The Maritime Administration should adopt a policy under which 
operators who agree to turn in vessels covered by the provisions of 
section 510 of the 1936 act would be offered a credit allowance deter- 
mined on the basis of established world market values of vessels of the 
type involved, provided an allowance so determined represents the 
fair and reasonable value of the vessel. 

Such a policy should remain firm until June 30, 1958, at which time 
there should be a reappraisal of the situation with a view to deter- 
mining whether a continuation of such policy is justified by cireum- 
stances then existing. 


6. Construction-differential subsidy problems 

Continued efforts should be made on the part of both the Maritime 
Board and the General Accounting Office to resolve in advance of the 
execution of contracts any legal or other objections there may be to 
the amount of construction-differential subale determined to be 
properly allocable to a given case. If the Maritime Administration is 
able to develop a standard type of vessel suitable for use generally in 
the foreign trade of the United States and an interest in the construec- 
tion of such a vessel is displayed by one or more of the subsidized 
operators, efforts should be made to establish the approximate amount 
of construction-differential subsidy which would be assumed by the 
Government in connection with building of such a vessel. 
7. The escape clause 


The term “default” in section 611 of the 1936 act should be defined 
as clearly as possible by the Maritime Administration. Also future 
operating-differential subsidy contracts should provide for the con- 
tinuation of subsidy payments during periods when the issue of 
default is under consideration. 


8. Nonsubsidized operators 
The Maritime Administration is requested to make an appropriate 
study and to submit to this committee not later than January 1, 


1956, a report containing its conclusions with respect to the essen- 
tiality to a strong American merchant marine of all segments now in 
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12 VESSEL REPLACEMENT IN AMERICAN MERCHANT MARINE 


existence, together with such recommendations as it may deem neces- 
sary to effect replacements in the fleets of such segments as it may 
determine to be essential. Among others, such a report should cover 
the tramp operators, the coastal and intercoastal trades, the ore 
carriers, the tanker operators, the industrial carriers, and other seg- 
ments not presently eligible for operating subsidy aid. The com- 
mittee intends to give careful and thorough consideration to this 
phase of the problem upon receipt of the Administration’s report. 
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EXTENDING THE EXISTING AUTHORITY FOR THE LOAN 


OF A SMALL AIRCRAFT CARRIER TO THE GOVERN- 
MENT OF FRANCE 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Putxerin, from the Committee on Armed Services, submitted the 
following 


REPCRT 


[To accompany S. 1139] 


_The Committee on Armed Services, to whom was referred the bill 
(S. 1139) to extend the existing authority for the loan of a small 
aircraft carrier to the Government of France, having considered the 


same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The bill proposes to clarify the period under which existing authority 
for the loan of a small aircraft carrier to the Government of France 
shall be effective. 

EXPLANATION 
Legislative background 

The act of August 5, 1953, authorized the loan of the light aircraft 
carrier, Bois Belleau (formerly the U. S. S. Belleau Wood) to the 
Government of France. This act limited this authority “until 6 
months after the cessation of hostilities in Indochina, as determined 
by ee President, or for 5 years after the date of this act, whichever is 
earlier.” 


Necessity for the bill 


The French Government has requested permission to retain the 
carrier until completion of the carrier Clemenceau which is estimated 
by them to be late 1958 or early 1959. The French request was a part 
of that government’s program to organize and train an antisubmarine 
group, which will be committed to NATO forces. 
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2 AUTHORITY FOR LOAN OF A SMALL AIRCRAFT CARRIER TO FRANCE 





‘ While no proclamation has been made by the President terminating 
hostilities for the purposes of the act of August 5, 1953, open hostilities 
have in fact ceased. As a consequence, it becomes desirable that a 
clear-cut and definitive authorization be provided by the Congress for 
the retention of the carrier Bois Belleau on loan to the French Govern- 
ment. The bill proposes to provide such definitive authorization, on 
the terms requested by the Department of the Navy. 


Effect of the bill 


Testimony presented to the committee quite clearly indicates that 
the following will result from the enactment. of this bill: 

Enable the French Navy to organize and train an antisubmarine 
warfare group, into which the Bois Belleaw would be integrated, 
for ultimate assignment to NATO. 

Enable the French to continue the employment of the expe- 
rienced crew now on board and provide for the training of aircraft 
squadrons in antisubmarine warfare. 

Maintain this carrier in active operation in the Naval Forces 
of the free world as opposed to her inactivation and placement 
in the United States Navy Reserve fleet should she be returned 
due to current limitations. 

Accomplish the saving of funds which would be expended to 
inactivate and preserve the ship, 

Upon enactment of the bill the Department of the Navy will 
forward, through the Secretary of Defense to the Secretary of State 
for negotiation, a new draft loan agreement incorporating appropriate 
stipulations governing the extension of the loan of the Bois Belleau. 











BUDGET DATA-—DEPARTMENTAL RECOMMENDATION 





This bill is recommended by the Department of Defense and has the 
concurrence of the Bureau of the Budget, as is indicated by the fol- 
lowing letter from the Secretary of the Navy, which is hereby made a 
part of thisreport. The enactment of the bill would cause no apparent 
increase in budgetary recommendations, 





DEPARTMENT OF THE Navy, 
Washington, February 9, 1956, - 
Hon. Sam RayBurn, ¥ 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dar Mr. Sprzaxen: There is enclosed a draft of proposed legislation to 
extend the existing authority for the loan of a small aircraft carrier to the 
Government of France. 

This proposal is part of the Department of Defense legislative program for 1955 
and the Bureau of the Budget has advised that the proposal is in accordance with 
the program of the President. The Department of the Navy has been designated 
as the representative of the Department of Defense for this legislation, It is 
recommended that this proposal be enacted bv the Congress. 


PURPOSE OF THE LEGISLATION 





The purpose of the proposed legislation is to obtain specific legislative authority 
for the continuance of the loan of the small aircraft carrier Bois Belleau (formerly 
the U. 8. 8. Belleau Wood) to the Government of France. Transfer of this vessel 
was effected under the act of August 5, 1953 (67 Stat. 363) which authorized the 
President to loan a small aircraft carrier to the Government of France “until 6 
months after the cessation of hostilities in Indochina, as determined by the 
President, or 5 years after the date of this act, whichever is earlier.” 

















ng 
ies 
ta 
for 
rm- 


nat 


ine 


ed, 


pe- 
raft 


ces 
ent 
ned 


| to 


will 
tate 
iate 


: the 

fol- 
de a 
rent 


56. 


on to 
o the 


» 1955 
» with 
nated 

It is 


hority 
‘merly 
vessel 
ed the 
intil 6 
yy the 





AUTHORITY FOR LOAN OF A SMALL AIRCRAFT CARRIER TO FRANCE 3 


Although no definite proclamation has been made by the President relative to 
the cessation of hostilities in Indochina for purposes of this act, various official 
statements have been made by the United States which recognize that the 
hostilities have in fact ceased. It is therefore considered desirable to obtain a 
clear-cut legislative authorization for the extension of this loan. 

The Government of France has formally requested a continuance of this loan. 
The Department of the Navy is of the opinion that the loan is in the best interests 
of the United States. The proposal is drafted with the purpose of creating a new 
loan authority until June 30, 1958. If this authority is granted, the old loan 
agreement will be replaced by a loan agreement which more accurately reflects the 
needs and requirements of the present world situation. Inasmuch as the details 
of this proposal are, for security reasons, classified, this Department will furnish 
witnesses upon request who will be prepared to discuss further aspects of this 
proposal before the appropriate committees in executive session. 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent increase in 

budgetary requirements. 
Sincerely yours, 
C. S. Tuomas, Secretary of the Navy. 

In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives there is printed below in parallel columns 
the text of the provisions of existing laws which would be amended 
by the various provisions of the bill. 


EXISTING LAW THE BILL 


Sec. 2. The President is authorized Section 2. * * * That section 2 of 


to lend to the Government of France a 
small aircraft carrier until six months 
after the cessation of hostilities in Indo- 
china, as determined by the President, 
or five years after the date of this Act, 


the Act of August 5, 1953 (67 Stat. 363), 
is hereby amended by striking out the 
remainder of the sentence after the 
word “until” and inserting in lieu 
thereof ‘“‘June 30, 1958”, 


whichever is earlier. 
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AUTHORIZING THE CONVEYANCE OF LAND AT FORT 


DEVENS, MASS., TO THE COMMONWEALTH OF MAS- 
SACHUSETTS 





June 15, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Puteri, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany 8. 107] 


The Committee on Armed Services, to whom was referred the bill 
(S. 107) to provide for the conveyance of a portion of the Fort Devens 
Military Reservation, Mass., to the Commonwealth of Massachu- 
setts, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army to 
convey to the Commonwealth of Massachusetts, without considera- 
tion, approximately 66 acres, together with the improvements thereon, 
now a portion of Fort Devens Military Reservation. The conveyance 


would be subject to the reservations and restrictions explained else- 
where in this report. 


DESCRIPTION OF THE PROPERTY TO BE CONVEYED 


The realty which would be conveyed by this bill constitutes approxi- 
mately 66 acres of the Fort Devens Military Reservation, Mass. 
This property is presently being utilized by the Commonwealth of 
Massachusetts for military purposes under license from the Secretary 
of the Army. 

The 66 acres described in S. 107 contain 23 buildings and is known as 
the easterly area of Fort Devens. During World War II this area 
was used as an ordnance depot. The entire installation of the Fort 


Devens Military Reservation embraces approximately 10,163 acres of 
Government-owned land. 
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CONVEYANCE OF LAND AT FORT DEVENS, MASS. 


NEED FOR THE LEGISLATION 


‘ Property and improvements described in the bill are in excess of 
the immediate needs of the Department of the Army. The Com- 
monwealth of Massachusetts, however, does have a long-range re- 
quirement for using the realty for National Guard and other military 
purposes. Since February 28, 1947, this property has been used by 
the Commonwealth of Massachusetts for National Guard purposes 
under a license issued at that time and renewed in February 1952 
for.an additional, term of 5 years. 


RESERVATIONS AND RESTRICTIONS 


Section 2 of the bill sets forth certain reservations and restrictions 
as.conditions to the conveyance of the property to the Commonwealth 
of Massachusetts. All mineral rights, including gas and oil, in the 
land authorized to be conveyed are reserved to the United States. 

It is further provided that the property will be used for the training 
of the National Guard and Air National Guard and for other military 
purposes, and that in the event the property ceases to be so used, 
title thereto will immediately revert to the United States without 
compensation to the Commonwealth of Massachusetts for any im- 
provements made during its occupancy. 

It is also expressly provided that the United States will have the 
right to reoccupy and use the property without payment during times 
of national emergency. 

It should be noted that the electrical distribution, water, sewerage, 
drainage, and railroad systems serving Fort Devens are located in 
part within the area described in the bill. 5S. 107 expressly provides 
that the deed of conveyance will provide for such reservation and 
joint use of facilities as the Secretary of the Army determines neces- 
sary for the use and maintenance of Fort Devens. 

Section 3 provides that the cost of any surveys necessary as an 
incident to the conveyance will be borne by the grantee. 


FISCAL DATA 


The enactment into law of S. 107 will not involve the expenditure 
of any Federal funds. 


DEPARTMENTAL DATA 


There is attached and made a part of this report a letter from 
Secretary of the Army Stevens, dated June 8, 1955, indicating that the 
Department of the leaiw has no objection to the enactment of this 
bill into law, and that the Bureau of the Budget also interposes no 
objection. 


June 8, 1955. 
Hon. Cari VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 
Dear Mr. CuarrMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 3696, 
84th Congress, a bill to provide for the conveyance of a portion of the Fort Devens 
Military Reservation, Mass., to the Commonwealth of Massachusetts. The 
Secretary of Defense has delegated to the Department of the Army the responsi- 
bility for reporting the views of the Department of Defense thereon. 
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The Department of the Army, on behalf of the Department of Defense, inter- 
poses no objection to the enactment of this bill. : 

The purpose of the bill is to authorize the Secretary of the Army to convey 
on behalf of the United States all right, title, and interest of the United States 
in and to a portion of Fort Devens, Mass., consisting of approximately 60 acres 
of land and the improvements thereon, to the Commonwealth of Massachusetts, 
for use for military purposes, the conveyance to be made without monetary 
consideration therefor but with certain reservations and rights of reversion as 
well as the right of repossession in the event of need for such action during a 
national emergency. 

The Fort Devens Military Reservation was established in 1917 near Ayer, 
Mass. The installation now embraces approximately 10,163 acres of Govern- 
ment-owned land. ‘The area referred to in i. R. 3696 and known as the Easterly 
Area of Fort Devens, consists of approximately 66 acres of land and 23 buildings, 
and during World War II was used as an ordnance depot. The estimated original 
cost of the land is $2,640 and of the improvements $288,000. The area is inclosed 
by a 12-foot-high chain link fence and the north boundary is, for a distance of 
1,300 feet, the same as the boundary of Fort Devens. Therefore, its physical 
location does not present an obstacle to its severance from Fort Devens. How- 
ever, certain portions of the electrical distribution, water, sewage, drainage, and 
railroad systems serving Fort Devens in its entirety are located within the area. 
These facilities are integrated with the utilities systems of Fort Devens and should 
be reserved to the United States in any deed by which the United States divests 
itself of title to this area. It is assumed that the provision beginning in line 12, 
page 2 of the bill was included for this purpose. 

Since February 28, 1947, this property has been used by the Commonwealth 
of Massachusetts for National Guard purposes under a license originally issued in 
February 1947 and renewed in February 1952 for an additional term of 5 years. 
It is now apparent that the Commonwealth of Massachusetts has a long-range 
requirement for the property, and this Department favors the proposed convey- 
ance. 

Available data indicate that the acreage specified in section 1 should be 66 
acres rather than 60 acres. It is suggested that the acreage reference be changed 
accordingly. 

The enactment of this measure into law will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to the Congress. 

Sincerely yours, 
Rosert T. STEvENs, 
Secretary of the Army. 


O 
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Ist Session No. 846 





AUTHORIZING CONVEYANCE TO THE CITY OF ANNIS- 
TON, ALA., OF CERTAIN REAL PROPERTY WITHIN FORT 
McCLELLAN, ALA. 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rivers, from the Committee on Armed Services, submitted 
the following 


REPORT 


(To accompany H. R. 46] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 46) to authorize the conveyance to the city of Anniston, Ala., 
of certain real property within Fort McClellan, Ala., having con- 
sidered the same, report favorably thereon with an amendment and 
recommend that the bill as amended do pass. 

The amendments are as follows: _ 

Strike all of section 1 and insert in lieu thereof the following: 

That the Secretary of the Army is authorized, after he determines that the real 
roperty described in section 2 of this Act is excess to the requirements of the 
Jepartment of Defense, to convey to the city of Anniston, Alabama, at the then 

fair market value thereof, all right, title, and interest of the United States in and 
to such real property subject to (1) the condition that if the real property con- 
veyed under authority of this Act shall not be utilized for cemetery purposes prior 
to the expiration of a period of two years from the date of the conveyance made 
pursuant to this Act, all the right, title, and interest, in and to such property, 
shall revert to and become the property of the United States who shall have the 
immediate right of entry thereon, and (2) subject to such other terms and condi- 
tions as he may prescribe. 


On page 3, line 12, strike “38.2” and insert in lieu thereof ‘38.5’. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army, 
after he determines that such real property is excess to the require- 
ments of the Department of Defense, to convey to the city of Anniston 
all right, title, and interest of the United States in and to certain 
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2 CONVEYANCE OF CERTAIN REAL PROPERTY TO ANNISTON, ALA. 


land comprising a part of Fort McClellan Military Reservation, Ala., 
subject to the condition that such property shall be used only for a 
cemetery and shall revert to the United States in the event it shall 
cease to be used for such purpose, and subject to such other terms 
and conditions as the Secretary of the Army may prescribe. 





EXPLANATION OF THE AMENDMENTS 





It was the view of the committee that since the land would be 
used as a cemetery, the provision in section 1 for reversion of title to 
the United States, if such real property shall ever cease to be used 
for cemetery purposes, would cause the United States to hold a 
residual interest in the property of doubtful value. The amendment 
would require that the property actually be used within 2 years from 
conveyance as a cemetery, and would also provide for the payment 
by the city of the fair market value of the land. The second amend- 
ment is merely to state clearly the acreage which may, when excess, 
be conveyed. 


BACKGROUND OF THE BILL 





The property described in section 2 of the bill lies within the area 
originally acquired during World War I in connection with the estab- 
lishment of Fort McClellan, Ala. In aid of the acquisition at that 
time, the Chamber of Commerce of Anniston, Ala., entered into a 
contract with the United States to convey to the United States 
approximately 14,000 acres of land for $130,000. The contract 
further provided for the conveyance of additional tracts of land in 
this manner as Federal funds should become available therefor, 
the total purchase price not to exceed $254,000. In succeeding years 
it became necessary to institute condemnation proceedings to clear 
the title to some of the parcels of land so acquired and on March 8, 
1945, the chamber of commerce executed a quitclaim deed quitclaiming 
all its rights, title and interest in and to all lands lying within the 
exterior boundary of the reservation in order to take care of any 
omissions or errors in earlier deeds conveying individual tracts to the 
United States. 

The land described in section 2 of the bill consists of 3 parcels of 
land totaling 38.5 acres just outside the corporate limits of the city of 
Anniston and west of United States Highway No. 11 which, by virtue 
of its relocation in 1941 from a point outside Fort McClellan to its 
present location within the reservation, severs these parcels of land 
from Fort McClellan. The southernmost parcel adjoins the Anniston 
corporate limits and consists of 9.5 acres with soil deposits which are 
utilized from time to time for base materials for roadbuilding within 
Fort McClellan. The second parcel which consists of 18.2 acres, 
is excess to the needs of the Department of Defense and is available 
for further utilization by the Federal Government or disposal. The 
third parcel, which consists of 10.8 acres, is surplus to the needs of 
the Federal Government and has been offered for sale pursuant to 
authority contained in the Federal Property and Administrative 
Services Act of 1949, as amended, but its disposition has not been 
completed. 
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CONVEYANCE OF CERTAIN REAL PROPERTY TO ANNISTON, ALA, 3 


PROTECTIVE PROVISIONS IN THE CONVEYANCE 


It will be noted that the bill, as amended, provides that the city 
must pay the fair market value of the land, and that if the property is 
not utilized for cemetery purposes prior to the expiration of 2 years 
from the date of conveyance, title shall revert to the United States. 

It will be noted also that the bill will authorize the Secretary of the 
Army to include in the deed such other terms and conditions as he 
may deem necessary. 


FISCAL DATA 


Enactment into law of H. R. 46 will not involve the expenditure of 
any Federal funds. 


DEPARTMENTAL DATA 


There is attached hereto and made a part of this report a letter 
dated May 27, 1955, from Secretary of the Army Stevens, indicating 
that the Department of the Army has no objection to the enactment of 
the bill, as amended above. It will be noted that while the Bureau of 
the Budget advises that there is no objection to the submission of the 
report by the Department of the Army, it concurs in the views of the 
General Services Administration as expressed in its report on a similar 
bill, S. 77, 83d Congress, a copy of which follows and is made a part 
of this report. ‘The amendment to the bill removes one of the objec- 
tions made by the General Services Administration, i. e., conveyance 


of the property without the receipt by the Government of its fair 
market value. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., May 27, 1955. 
Hon. Cart Vinson, 

Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 46, 
84th Congress, a bill to authorize the conveyance to the city of Anniston, Ala., 
of certain real property within Fort McClellan, Ala. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for expressing 
the views of the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense has 
considered this bill and recommends that it be amended in the manner set forth 
in this report. The purpose of the bill is to authorize the Secretary of the Army, 
after he determines that such real property is excess to the requirements of the 
Department of Defense, to convey to the city of Anniston all right, title, and 
interest of the United States in and to certain land comprising a part of Fort 
McClellan Military Reservation, Ala., subject to the condition that such property 
shall be used only for a cemetery and shall revert to the United States in the 
event it shall cease to be used for such purpose, and subject to such other terms 
and conditions as the Secretary of the Army may prescribe. 

The property described in section 2 of the bill lies within the area originally 
acquired during World War I in connection with the establishment of Fort 
McClellan, Ala. In aid of the acquisition at that time, the Chamber of Com- 
merce of Anniston, Ala., entered into a contract with the United States to convey 
to the United States approximately 14,000 acres of land for $130,000. The 
contract further provided for the conveyance of additional tracts of land in this 
manner as Federal funds should become available therefor, the total purchase 
price not to exceed $254,000. In succeeding years it became necessary to institute 
condemnation proceedings to clear the title to some of the parcels of land so 
acquired and on March 8, 1945, the chamber of commerce executed a quitclaim 
deed quitclaiming all its right, title, and interest in and to all lands lying within 
the exterior boundary of the reservation in order to take care of any omissions or 
errors in earlier deeds conveying individual tracts to the United States, 
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4 CONVEYANCE OF CERTAIN REAL PROPERTY TO ANNISTON, ALA, 


The land described in section 2 of the bill consists of 3 parcels of land totaling 
38.5 acres just outside the corporate limits of the city of Anniston and west of 
United States Highway No. 11, which, by virtue of its relocation in 1941 from a 
point outside Fort McClellan to its present location within the reservation, severs 
these parcels of land from Fort McClellan. The southernmost parcel adjoins the 
Anniston corporate limits and consists of 9.5 acres with soil deposits which are 
utilized from time to time for base materials for roadbuilding within Fort Mce- 
Clellan. The second parcel, which consists of 18.2 acres, is excess to the needs 
of the Department of Defense and is available for further utilization by the Federal 
Government or disposal. The third parcel, which consists of 10.8 acres, is surplus 
to the needs of the Federal Government and has been offered for sale pursuant to 
authority contained in the Federal Property and Administrative Services Act of 
1949, as amended, but its disposition has not been completed. 

If enacted, H. R. 46 would provide the authorization needed in order to con- 
vey so much of the property as is now surplus to the city of Anniston without 
regard to the requirements of existing law or regulation providing for compensa- 
tion or competitive bidding, etc.; it would authorize the conveyance of so much 
of the property as is now excess to Department of Defense needs without a deter- 
mination as to whether the property is surplus to the needs of the Government; 
and it would provide present authority for the future disposition of property 
which is not now excess to the needs of the Department of Defense th addi- 
tion, H. R. 46 provides for the use of the property for a cemetery only and, fur- 
ther, if such real property shall ever cease to be used for such purpose, all the 
right, title, and interest in and to such real property shall revert to and become 
the property of the United States. 

These parcels of land are so situated that it is meyers S that, having been deter- 
mined to be excess to the needs of the Department of Defense, they will ever be 
required for military purposes. In view thereof, and because of the proposed use 
of the land as a cemetery, the provision in section 1 of the bill for reversion of 
title to the United States if such real property shall ever cease to be used for 
cemetery purposes preserves a contingent interest in the property of doubtful 
value to the United States. In order to appropriately amend this portion of the 
bill and to provide for compensation to be paid for the land to be conveyed, it is 
recommended that the following be substituted for section 1 of the bill: 

“That the Secretary of the Army is authorized, after he determines that the 
real end described in section 2 of this Act is excess to the requirements of 
the Department of Defense, to convey to the city of Anniston, Alabama, at the 
then fair market value thereof, all right, title, and interest of the United States in 
and to such real property subject to (1) the condition that if the real property 
conveyed under authority of this Act shall not be utilized for cemetery purposes 
prior to the expiration of a period of two years from the date of the conveyance 
made pursuant to this Act, all the right, title, and interest, in and to such prop- 
erty, shall revert to and become the property of the United States who shall have 
the immediate right of entry thereon, and (2) subject to such other terms and 
conditions as he may prescribe.” 

It is further recommended that the acreage ‘‘38.2” in line 12, page 3 of the bill 
be changed to “38.5’’. 

Enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report, it concurs in the views of the General Services Adminis- 
tration as expressed in its report on a similar bill, 8. 77, 84th Congress, a copy of 
which report is enclosed. 

Sincerely yours, 
Rosert T. StTevens, 
Secretary of the Army. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C. 
Re S. 77 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington 25, D. C. 

Dear Senator Russewv: Further reference is made to your letter of January 7, 
requesting the views of this agency regarding S. 77, for the conveyance of certain 
real property to the city of Anniston, Ala. 
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CONVEYANCE OF CERTAIN REAL PROPERTY TO ANNISTON, ALA. 5 


The bill relates to some 38.2 acres of Federal real property within Fort 
McClellan, Ala. It authorizes the Secretary of the Army, when he determines 
the property is not needed by the Department of Defense, to convey it to the city 
of Anniston for cemetery purposes. On cessation of such use the property would 
revert to the Government. 

This agency is unaware of a justification for such donation and preference to 
the city of Anniston contrary to existing laws for the utilization and disposal of 
excess and surplus Federal property. 

Under the Federal Property and Administrative Services Act of 1949, if this 
Laren | is not needed by the Department of Defense and if this agency deter- 
mines that it is also not needed by any other Federal agency, it may be disposed 
of by negotiated sale at its fair value to the city after an explanation of the pro- 
posed disposal has been submitted to the Government Operations Committees 
of the Senate and House of Representatives. 

This agency objected to a similar bill (H. R. 4360) in the previous session and 
would object to enactment of the subject bill. 


MaxweEtu H. Etuiort, General Counsel. 
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Ist Session 


84TH CONGRESS \ HOUSE OF REPRESENTATIVES ~ { Reporr 


No. 848 





AUTHORIZING THE SECRETARY OF DEFENSE TO LEND 
CERTAIN ARMY, NAVY, AND AIR FORCE EQUIPMENT 
TO THE GIRL SCOUTS OF AMERICA 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Price, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 4218] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4218) to authorize the Secretary of Defense to lend certain 
Army, Navy, and Air Force equipment, and to provide certain services 
to the Girl Scouts of the United States of America for use at the Girl 
Scout Senior Roundup Encampment, and for other purposes, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

On page 1, line 3, following the word “That” insert “‘(a)’’. 

On page 2, add new subsections (b) and (c) as follows: 

(b) Such equipment is authorized to be delivered at such time prior to the 
holding of such encampment and to be returned at such time after the close of 
such encampment as may be agreed upon by the Secretary of Defense and the 
Girl Scouts of the United States of America. No expense shall be incurred by the 


United States Government for the delivery, return, rehabilitation, or replacement 
of such equipment. 


{c) The Secretary of Defense, before delivering such property, shall take from 
the Girl Scouts of the United States of America a good and sufficient bond for the 


safe return of such property in good order and condition, and the whole without 
expense to the United States. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of Defense to 
lend to the Girl Scouts of the United States of America, equipment 
such as tents, cots, blankets, commissary equipment, flags, refrigera- 
tors, and to provide such services as may be necessary or useful to the 
Girl Scouts during their Girl Scout Senior Roundup Encampment, to 
be held during June and July, 1956. 
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2 LEND CERTAIN EQUIPMENT TO GIRL SCOUTS OF AMERICA 


This bill is similar to H. R. 7344 which became Public Law 363, 
82d Congress, and which authorized the loan of similar equipment to 
the Boy Scouts of America. 


COMMITTEE AMENDMENTS 


The committee amendments are similar to conditions which were 
included in Public Law 363, 82d Congress, when similar authority was 
authorized for the loan of equipment to the Boy Scouts of America, 


COST AND BUDGET DATA 


The Department of Defense is unable to determine the exact fiscal 


effects of the proposed legislation, but it can be considered to be 
nominal. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of Defense and the Bureau of the Budget have no 
objection to the enactment of this bill as shown by the following letter: 


DEPARTMENT OF THE Army, 


May 12, 1956. 
Hon. Cart VINnson, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuHarrman: Reference is made to your request to the Seeretary of 
Defense for the views of the Department of Defense with respect to H. R. 4218, 
84th Congress, a bill to authorize the Secretary of Defense to lend certain 
Army, Navy, and Air Force equipment, and to provide certain services to the 
Girl Scouts of the United States of America for use at the Girl Scout Senior 
Roundup Encampment, and for other purposes. 

The Department of the Army, on behalf of the Department of Defense, has no 


bass “capa to the enactment of this legislation. 
he purpose of this bill is to authorize the Secretary of Defense to lend to the 
Girl Scouts of the United States of America equipment such as tents, cots, 
blankets, commissary equipment, flags, and refrigerators and to provide such 
services as may be necessary or useful to the Girl Scouts during their Girl Scout 
Senior Roundup Encampment to be held during June and tach Mpa 

i 


It is recommended that the letter ‘“‘(a)’”’ be inserted in the bill after the word 
Bip in line 3 and that the following be added to the bill as subsections (b) 
and (c): 

“‘(b) Such equipment is authorized to be delivered at such time prior to the 
holding of such encampment and to be returned at such time after the close of 
such encampment as may be agreed upon by the Secretary of Defense and the 
Girl Scouts of the United States of America. No expense shall be incurred by the 
United States Government for the delivery, return, rehabilitation, or replacement 
of such equipment. 

**(c) The Secretary of Defense, before delivering such property, shall take from 
the Girl Scouts of the United States of America a good and sufficient bond for the 
safe return of such property in good order and condition, and the whole without 
— to the United States.” 

dentical conditions were included in Public Law 363 of the 82d Congress when 
similar property was loaned to the Boy Scouts of America. 

Should the legislation be enacted, the Secretary of Defense will designate one 
of the military departments to cooperate with the Girl Scouts of the United States 
of America in planning for the loan of the equipment. 

The Department of Defense is unable to determine the fiscal effects of this 
proposed legislation. 

his report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this spate 

incerely yours, 
aid Rosert T. STeEvENs, 
Secretary of the Army. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 849 








PROVIDING THAT ACTIVE SERVICE IN THE ARMY AND AIR FORCE 
SHALL BE INCLUDED IN DETERMINING THE ELIGIBILITY FOR 
RETIREMENT OF CERTAIN COMMISSIONED OFFICERS OF THE 
NAVY, MARINE CORPS, AND COAST GUARD 





JUNE 15, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bennett of Florida, from the Committee on Armed Services 
submitted the following 


REPORT 


{To accompany H. R. 4886] 


The Committee on Armed Services. to whom was referred the bill 
(H. R. 4886) to provide that active service in the Army and Air Force 
shall be included in determining the eligibility for retirement of certain 
commissioned officers of the Navy, Marine Corps, and Coast Guard, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to amend present retirment law to permit 
Navy, Marine Corps, and Coast Guard officers to credit all active 
service in the Army and Air Force in the computation of service toward 
voluntary retirement after 20 vears’ active duty. 

The act of February 21, 1946 (60 Stat. 27), as amended (34 U.S.C. 
410b), and 14 United States Code 232, which this measure would 
amend, presently authorize the retirement of these categories of officers 
after more than 20 years’ active service in the Navy, Marine Corps, 
and Coast Guard, at least 10 years of which shall have been active 
commissioned service. Under the act of May 13, 1908 (35 Stat. 
128), as amended (34 U.S. C. 383), and 14 United States Code 231, 
the retirement of officers of the Navy, Marine Corps, and Coast 
Guard is authorized after 30 years’ active Federal service. 

Retirement of Army and Air Force officers, as privided by the act 
of July 31, 1935 (49 Stat. 507), as amended (10 U. S. C. 943a), is 
authorized when the officer has completed at least 20 years’ active 
Federal service in the Armed Forces of the United States. 
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2 CERTAIN ACTIVE SERVICE INCLUDED IN ELIGIBILITY FOR RETIREMENT 


Thus, under present law, officers of the Navy, Marine Corps, and 
Coast Guard in computing time for retirement for over 20 years’ 
service may include only their Navy, Marine Corps, and Coast Guard 
time. For retirement after 30 years’ service these officers may include 
all active Federal service. Officers of the Army and Air Force on the 
other hand may include all active Federal service for all retirements 
after more than 20 years’ service. 


COST AND BUDGET DATA 


The Department of the Navy and the Marine Corps are unable to 
estimate the exact number of officers who would be affected by enact- 
ment of the bill, but it is believed that the number would be limited 
and, consequently, there should be no appreciable increase in budget- 
ary requirements of the Department of Defense. 

The Treasury Department estimates cost of about $5,000 annually 
due to the enactment of the bill. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Navy, on behalf of the Department of 
Defense, as well as the Treasury Department, with no objection being 
interposed by the Bureau of the Budget favor enactment of the bill, 
as is shown by the following letters: 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JupGS ApvocaTE GENERAL, 
Washington, D. C., May 31, 1955. 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: Your request for comment on the bill H. R. 4886, to 
provide that active service in the Army and Air Force shall be included in deter- 
mining the eligibility for retirement of certain commissioned officers of the Navy, 
Marine Corps, and Coast Guard, has been assigned to this Department by the 
Secretary of Defense for the preparation of a report thereon expressing the views 
of the Department of Defense. 

The purpose of this measure is to amend present retirement law to permit 
Navy, Marine Corps, and Coast Guard officers to credit all active service in the 
Army and Air Force in the computation of service toward voluntary retirement 
after 20 years’ active duty. 

The act of February 21, 1946 (60 Stat. 27), as amended (34 U. S. C. 410b), and 
14 United States Code 232, which this measure would amend, presently authorize 
the retirement of these categories of officers after more than 20 years’ active 
service in the Navy, Marine Corps, and Coast Guard, at least 10 years of which 
shall have been active commissioned service. Under the act of May 13, 1908 
(35 Stat. 128), as amended (34 U.S. C. 383), and 14 United States Code 231, the 
retirement of officers of the Navy, Marine Corps, and Coast Guard is authorized 
after 30 years’ active Federal service. 

Retirement of Army and Air Force officers, as provided by the act of July 31, 
1935 (49 Stat. 507), as amended (10 U. S. C. 943a), is authorized when the officer 
has completed at least 20 years’ active Federal service in the Armed Forces of the 
United States. 

Thus, under present law, officers of the Navy, Marine Corps, and Coast Guard 
in computing time for retirement for over 20 years’ service may include only 
their Navy, Marine Corps, and Coast Guard time. For retirement after 30 
years’ service these officers may include all active Federal service. Officers of 
the Army and Air Force on the other hand may include all active Federal service 
for all retirements after more than 20 years’ service. 

Uniformity in this phase of retirement law is considered desirable and accord- 
ingly the Department of the Navy, on behalf of the Department of Defense, 
favors enactment of H. R. 4886. 
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CERTAIN ACTIVE SERVICE INCLUDED IN ELIGIBILITY FOR RETIREMENT 3 


This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the Budget 
that there is no objection to the submission of this report on H. R. 4886 to the 
Congress. 

Sincerely yours, 
Ira H. Nunn, 
Rear Admiral, USN, Judge Advocate General of the Navy 
(For the Secretary of the Navy). 





TREASURY DEPARTMENT, 


Washington, June 2, 1955. 
Hon. Cart VINson, 


Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 


My Dear Mr. CrHarrMan: Reference is made to the request of your committee 
on H. R. 4886, to provide that active service in the Army and Air Force shall be 
included in determining the eligibility for retirement of certain commissioned 
officers of the Navy, Marine Corps and Coast Guard. 

The purpose of this bill is to provide that active service in the Army and Air 
Force be included to determine the eligibility for retirement of certain commis- 
sioned officers of the Navy and Marine Corps under the act of February 21, 1946 
(34 U. 8S. C. 410b), and of the Coast Guard under section 232 of title 14 United 
States Code. 

Section 232 of title 14 is based on section 10 of the act of February 21, 1946 
which made section 6, inter alia of the latter act applicable to the Coast Guard. 

As a general proposition it seems only fair to permit the crediting of service in 
the Army and Air Force toward retirement under the statutes sought to be 
amended by this bill. Moreover, with respect to the Coast Guard the amendment 
of section 232 would make it parallel to other Coast Guard retirement statutes 
with regard to service creditable toward retirement. Section 467 of title 14 
provides that in computing length of service of officers and enlisted personnel of 
the Coast Guard for any purpose, all creditable service in the Army, Navy, Ma- 
rine Corps, Air Force, Coast Guard, Revenue Cutter Service, and Life Saving 
Service shall be included in addition to any other creditable service authorized by 
any other law. 

here are only 71 Coast Guard commissioned officers who have service in the 
Army or Air Force. If this bill is enacted the annual increased cost under the 
Coast Guard retired pay appropriation should not exceed $5,000. 

The Treasury Department favors the enactment of H. R. 4886. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Very truly yours, 
H. CHapman Ross, 
Acting Secretary of the Treasury. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 


text of the provisions of existing law which would be amended or 
repealed by this legislation: 
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Existinc Law 
ACT OF FEBRUARY 21, 1946, C. 34, 60 STAT. 27 


Sno. 6. When any officer of the Regu- 
lar Navy or the Regular Marine Corps or 
the Reserve Components thereof has 
completed more than twenty years of 
active service in the Navy, Marine 
Corps, or Coast Guard, or the Reserve 
Components thereof, including active 
duty for training, at least ten years of 
which shall have been active commis- 
sioned service, he may at any time there- 
after, upon his own application in the 
discretion of the President, be placed 
upon the retired list on the first day of 
such month as the President may desig- 
nate. 

14 U. 8. C. SEC. 232 


§ 232. Voluntary retirement after 
twenty years’ service 


Any commissioned officer who has 
completed twenty vears’ active service 
in the Coast Guard, Navy, or Marine 
Corps, or the Reserve Components 
thereof, including active duty for train- 
ing, at least ten years of which shall have 
been active commissioned service, may 
upon his own application, in the discre- 
tion of the President, be retired from 
active service, with retired pay of the 
grade with which retired. 


4 CERTAIN ACTIVE SERVICE INCLUDED IN ELIGIBILITY FOR RETIREMENT 


O 


THe Bi. 


Section 1. * * * That section 6 of 
the Act entitled “An Act to authorize 
the President to retire certain officers 
and enlisted men of the Navy, Marine 
Corps, and Coast Guard, and for other 
purposes”, approved February 21, 1946 
(34 U. 8. te sec. 410b), is hereby 
amended by inserting immediately after 
“Navy, Marine Corps,” the following: 
“Army, Air Force,’’. 


Src. 2. Section 232 of title 14 of the 
United States Code is hereby amended 
by inserting immediately after “Navy,” 
the following: ‘‘Army, Air Force,’’. 
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INCREASING THE NUMBER OF CADETS THE PRESIDENT 
MAY SELECT FOR APPOINTMENT TO THE UNITED 
STATES MILITARY AND AIR FORCE ACADEMIES 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Devereux, from the Committee on Armed Services, submitted 
the following 


REPORT 


{To accompany H. R. 5269 


The Committee on Armed Services to whom was referred the bill 
(H. R. 5269) to increase the number of cadets that the President may 
personally select for appointment to the United States Military 
Academy and the United States Air Force Academy, having considered 


the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The bill would amend current law pertaining to the appointment 
of cadets to the United States Military and Air Force Academies. 

It would provide an increase of 211 in the present authorization of 
89 cadetships appointed at the personal selection of the President. 
It would provide a total of 300 Presidential cadetships at each 
ae: and a corresponding increase in the total authorized cadet 
strength. 

It has been the custom since the establishment of the Presidential 
cadetships to reserve these appointments for sons of career servicemen. 
The last increase in the Presidential quota was in 1936 when it was 
raised from 60 to 89. Since that time, the number of career service 
personnel has multiplied to such an extent that the quota is entirely 
adequate. 

During the past 5 years, an average of 300 cadets annually have 
competed for an average of 22 vacancies. This bill would permit the 
admission of 75 young men each year against this quota. 
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2 INCREASE NUMBER OF CADETS THE PRESIDENT MAY SELECT 


This would place all 3 Academies on a comparable basis, as the 
Naval Academy is now authorized a quota of 75 each year for sons of 
service personnel. 

The increase in authorized strength will permit the Army to more 
nearly meet the need for Academy graduates in the Regular officer 
corps. In 1950, the Stearns Board, a committee appointed by the 
Secretary of Defense to study the operation of service Academies, 
recommended that at least 50 percent of the annual Regular Army 
officer procurement should be furnished by graduates of the Military 
Academies. The Army has a long-range requirement for 1,200 
Regular officers per year, based upon present Regular officer strength 
authorization; the average size of the graduating class during the 
past 10 years has been 550. In order to approach the requirement of 
600 graduates per year, it is necessary to enter 750 to 760 cadets in 
each new class. 

Under the present statutory limitation for cadet strength of 2,496 
cadets, it is impossible to average such an input. The increase 
requested in this bill will more nearly permit the Army and Air Force 
Academies to provide for the long-range requirements of these two 
services. 

The Military Academy can accommodate this proposed increase 
without any additional construction, other than that previously 
proposed to accommodate the present Academy strength. 


COST AND BUDGET DATA 


It is estimated that the increased cost will approximate $2,000 per 
year for each cadet appointed. On the basis of a yearly increase of 
53 cadets, the total cost is estimated at an increase of $106,000 yearly 
for the Department of the Army and $106,000 yearly for the Depart- 
ment of the Air Force. 


DEPARTMENTAL RECOMMENDATIONS 


This proposal is a part of the Department of Defense legislative 
program for 1955, and the Bureau of the Budget offers no objection to 
its transmittal to the Congress for consideration, as is shown by the 
following letter: 


DEPARTMENT OF THE ARMY, 


March 16, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is enclosed a draft of legislation to amend subsection 
1 of the act of June 30, 1950 (64 Stat. 303; 10 U. S. C. 1092a), to provide for an 
increase in the number of Presidential appointments to the United States Military 
Academy and the United States Air Force Academy with a resulting increase in 
the overall strength of the Academies. 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget has advised that there would be no objection 
to its transmittal to the Congress for consideration. The Department of the Army 
has been designated as the representative of the Department of Defense for this 
legislation. It is recommended that the proposal be enacted by the Congress. 
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INCREASE NUMBER OF CADETS THE PRESIDENT MAY SELECT 3 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to provide an increase of 211 each 
in the number of Presidential appointments which may be made to the United 
States Military Academy and United States Air Force Academy to conform to 
the increased number of personnel eligible for such appointment. This increase 
in the number of appointments will raise to 300 the number of cadets that can 
be in each of the Academies by Presidential appointment. Under present au- 
thority a total of 89 cadets can be appointed by the President to the Academies 
from sons of service personnel. At the Military Academy, this limitation creates 
about 20 vacancies annually whereas the number of applications for these vacan- 
cies averages about 300 a year. No actual experience is of course available with 
respect to the recently authorized Air Academy, but it is expected that a com- 
parable situation will exist. Appointment of this type of personnel is highly 
desirable as they are strongly motivated toward careers in the Army and Air 
Force. 

The increased strength authorization will permit the services to more nearly 
meet their annual requirements for Academy graduates. One of the recommenda- 
tions of the Service Academies Board, convened in 1950, was that at least 50 
pereent of the annual Regular officer requirement of eacb service should be 
Academy graduates. The Army has a long-range requirement for approximately 
1,200 officers per year exclusive of officers for the medical services, chaplains, 
and WAC’s. The Air Force also requires 1,200 officers per year. A production 
of 600 officers per year from each Academy is considered desirable. Under the 
present strength authorization an average of 720 cadets have been entered each 
year; after normal attrition, the average graduating strength is 550. This bill 
would permit the services to enter an average of 750 to 760 cadets annually, 
which would insure an average graduating class of 585 to 590, or more nearly 
equal to the service requirement for Academy graduates. It is reasonable to 
assume that the same experience factors will apply to the Air Force Academy. 

Yearly attrition will allow for accommodation of this increase in personnel 
without an increase in facilities beyond those presently contemplated for the 
two Academies. With respect to this request the President is authorized, by 


law, to appoint 75 midshipmen annually to the Naval Academy from among the 
sons of service personnel. 


COST AND BUDGET DATA 


It is estimated that the increased cost will approximate $2,000 per year for 
each cadet appointed. On the basis of a yearly increase of 53 cadets, the total 
cost is estimated at an increase of $106,000 yearly for the Department of the 
Army and $106,000 vearly for the Department of the Air Force. 

Sincerely yours, 
Rosert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


74009°—57 H. Rept., 84-1, vol. 3-39 





: 
f 
: 
; 
| 
, 


seMIivessitYe CF 














4 INCREASE NUMBER OF CADETS THE PRESIDENT MAY SELECT 


Existina Law 


10 USC 10924 


Tre BriLu 


The Corps of Cadets of the United That section 1 of the Act of June 30, 


States Military Academy shrill 


be 1950 (64 Stat. 303), as amended (10 


authorized and consist of the following: U.S. C. 1092a), is further amended by— 


* * * (b) One hundred and seventy- 
two cadets from the United States 
at large * * * 

(b) * * * and’ provided further, 
That, such appointees are otherwise 
qualified and shall be selected in order 
of merit as established by competitive 
examination; three upon nomination 
of the Vice President; and eighty-nine 
to be appointed upon the personal 
selection of the President. 

(e) In addition to the number of 
cadets hereinbefore authorized, which 
totals two thousand four hundred and 
ninety-six * * * 


O 


(1) deleting in subsection (b) 
the words “One hundred and 
seventy-two” and inserting in lieu 
thereof the words ‘‘Three hundred 
and eighty-three”’; 

(2) deleting in subsection (b) 
the word ‘‘eighty-nine’”’ and insert- 
ing in lieu thereof the words 
“three hundred”; and 

(3) deleting in subsection (e) the 
words “‘two thousand four hundred 
and ninety-six’’ and inserting in lieu 
thereof the words “‘two thousand 
seven hundred and seven’’. 
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AUTHORIZING THE NOMINATION OF CERTAIN MEMBERS 
OF THE CIVIL AIR PATROL AS CADETS AT THE UNITED 
STATES AIR FORCE ACADEMY 





June 15, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Snort, from the Committee on Armed Services, submitted the 
following 


REPORT 
{To accompany H. R. 5623] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 5623) to authorize the nomination of certain members of the 
Civil Air Patrol as cadets at the United States Air Force Academy, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this legislation is to authorize the Department of 
the Air Force to nominate 40 cadets for the United States Air Force 
Academy from among members of the Civil Air Patrol. 


BACKGROUND OF THE BILL 


The law governing the appointment of cadets at the United States 
Air Force Academy is based upon the law governing the appointment 
of cadets at the United States Military Academy. In all instances 
except one, the Army law can be adapted to cover the appointment of 
cadets at the United States Air Force Academy. The one exception 
is under the part of the Army law contained in section 1 (b) of the act 
of June 30, 1950 (64 Stat. 303), as amended (10 U. S. C. 1092a (b)). 
It provides for ‘“‘* * * Forty to be nominated from among honor 
graduates of the honor military schools and the honor naval schools 
* * * under such rules and regulations as the Secretary of the Army 
may prescribe.” This exception arises because the United States Air 
Force does not have a junior ROTC program nor does it have desig- 
nated honor schools. It would be undesirable to establish such a 
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program for the Air Force since the returns therefrom would be 
negligible in comparison to the funds it would be necessary to expend. 
As a result, another source of these 40 nominations must be provided 
to fill the authorized strength in cadets for the United States Air 
Force Academy. 







CIVIL AIR PATROL 





The Air Force has an official auxiliary in the Civil Air Patrol, which 
can provide a group of highly motivated and intensely interested 
outh as potential entrants of the United States Air Force Academy. 
he Civil Air Patrol is a volunteer organization chartered by the act 
of July 1, 1946 (60 Stat. 347), as a nonprofit corporation whose 
objectives and purposes are (1) to provide an organization to encourage 
and aid American citizens in the contribution of their efforts, services, 
and resources in the development of aviation and in the maintenance 
of air supremacy, and to encourage and develop by example the vol- 
untary contribution of private citizens to the public welfare, and (2) 
to provide aviation education and training, especially to its senior and 
cadet members; to encourage and foster civil aviation in local com- 
munities, and to provide an organization of private citizens with ade- 
quate facilities to assist in meeting local and national emergencies. 

The Civil Air Patrol proficiency training program consists of drill, 
aviation education, orientation concerning relationship and objectives 
of Civil Air Patrol and United States Air Force, flight orientation, 
encampments at Air Force bases and participation in Civil Air Patrol 
operational activities. Upon successful completion of a comprehensive 
examination on aviation subjects and satisfactory attendance at one 
summer encampment, members are awarded a certificate of proficiency 
by National Headquarters, Civil Air Patrol. 

In addition to the direct support provided by Civil Air Patrol to Air 
Force operations a recent survey revealed that over 20,000 airmen, 
approximately 2,500 ROTC students and 480 Air Force aviation cadets 
are former Civil Air Patrol members. 





































FISCAL DATA 







Enactment into law of H. R. 5623 will result in no increased cost to 
the Department of Defense. 






DEPARTMENTAL DATA 







H. R. 5623 is part of the legislative program of the Department of 

Defense for the 84th Congress, as is evidenced by the attached letter 

Setar nee 12, 1955, from Acting Secretary of the Air Force James H. 
ouglas. 









DEPARTMENT OF THE AIR Force, 
Washington, April 12, 1956. 






Hon. Sam Raysurn, 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
authorize the nomination of certain members of the Civil Air Patrol as cadets at 
the United States Air Force Academy. 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureiu of the Budget has advised that there would be no objection 
aie to the presentation of this proposal for the consideration of the Congress. The 
alt Department of the Air Force has been designated as the representative of the 

dik: Department of Defense for this legislation. It is recommended that this proposal 
be enacted by the Congress, 
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PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to authorize the Department of the Air-Force 
to nominate 40 cadets for the United States Air Force Academy from among 
members of the Civil Air Patrol. 

The law governing the appointment of cadets at the United States Air Force 
Academy is based upon the law governing the appointment of cadets at the 
United States Military Academy. In all instances except one the Army law can 
be adapted to cover the appointment of cadets at the United States Air Force 
Academy. The one exception is under the part of the Army law contained in 
section 1 (b) of the act of June 30, 1950 (64 Stat. 303), as amended, (10 U.S. C. 
1092a (b)). It provides for “ * * * Forty to be nominated from among honor 
graduxtes of the honor military schools and the honor naval schools * * * under 
such rules and regulations as the Secretary of the Army may prescribe.” This 
exception arises because the United States Air Force does not have a junior 
ROTC program nor does it have designated honor schools. It would be un- 
desirable to establish such a program for the Air Force since the returns therefrom 
would be negligible in comparison to the funds it would be necessary to expend. 
As a result, another source of these 40 nominations must be provided to fill the 
authorized strength in cadets for the United States Air Force Academy. 

The Air Force has an official auxiliary in the Civil Air Patrol, which can pro- 
vide a group of highly motivated and intensely interested youth as potential 
entrants of the United States Air Force Academy. The Civil Air Patrol is a 
volunteer organization chartered by the act of Juiy 1, 1946 (60 Stat. 347), as a 
nonprofit corporation whose objectives and purposes are (1) to provide an organi- 
zation to encourage and aid American citizens in the contribution of their efforts, 
services, and resources in the development of aviation and in the maintenance of 
air supremacy, and to encourage and develop by example the voluntary contribu- 
tion of private citizens to the public welfare, and (2) to provide aviation education 
and training especially to its senior and cadet members; to encourage and foster 
civil aviation in local communities and to provide an organization of private 
citizens with adequate facilities to assist in meeting local and national emergencies. 

The Civil Air Patrol proficiency training program consists of drill, aviation 
education, orientation concerning relationship and objectives of Civil Air Patrol 
and United States Air Force, flight orientation, encampments at Air Force bases 
and participation in Civil Air Patrol operational activities. Upon successful 
completion of a comprehensive examination on aviation subjects and satisfactory 
attendance at one summer encampment, members are awarded a certificate of 
proficiency by National Headquarters, Civil Air Patrol. 

In addition to the direct support provided by Civil Air Patrol to Air Force 
operations a recent survey revealed that over 20,000 airmen, approximately 
2,500 ROTC students, and 480 Air Force aviation cadets are former Civil Air 
Patrol members. 

The most desirable entrant into the Air Force Academy is an individual who 
is indoctrinated in the concepts of air power and the role of the United States Air 
Force, highly interested in aviation, and motivated primarily by an intense desire 
<0 follow a career in military aviation. The graduate of the Civil Air Patrol cadet 
program has had the benefit of training directed toward meeting these require- 
ments. Another advantage of the proposed legislation is that through motiva- 
tion, direct encouragement, and additional incentive, the cadet membership of 
Civil Air Patrol and the number of applicants for the Air Force Academy wiil be 
substantially increased. This, in turn, will provide a higher caliber of cadets by 
making available a greater number from which to make final selection. 

This proposed legislation, therefore, will provide a suitable source of appointees 
for the Air Force Academy. The number to be appointed each year will be limited 
by section 6 of the Air Force Academy Act until the Academy reaches its full 
strength. Allocation of quotas for nomination will be made annually on the basis 
of membership within each of the eight regions of the Civil Air Patrol organiza- 
tion, prorated in accordance with the total population. 

The proposed legislation does not in any way affect other nominations or ap- 
pointments which are now provided for by existing law. 


COST AND BUDGET DATA 


Enactment of this legislation will result in no increased cost to the Depart- 
ment of Defense. 


Sincerely yours, 


James H. Dovatas, Acting Secretary. 
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1st Session 





No. 852 


AUTHORIZING THE CONSTRUCTION OF TWO NUCLEAR- 
PROPELLED VESSELS 





June 16, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany H. R. 6679) 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the bill (H. R. 6679) authorizing the construction of two 
nuclear-powered merchant ships to promote the peacetime applica- 
tion of atomic energy and for other purposes, having considered the 
same, reports favora ly thereon without amendment and recommends 
that the bill do pass. 

The purpose of this bill is to authorize the Maritime Administra- 
tion to construct two nuclear-propelled ships. One would be the 
vessel announced by the President on April 25, 1955, as a concrete 
demonstration of the intention of the United States to utilize atomic 
power for peacetime uses. It is intended to place on board exhibits 
illustrating such uses and to send the ship to various countries to 
give other peoples tangible evidence of our aims. In order that this 
may be accomplished at the earliest possible moment, it is proposed 
to equip the vessel with a type of reactor similar to that presently 
installed in the submarine Nautilus. While there can be no doubt 
that this type of reactor will prove effective in tosen: the vessel, 
its chief merit is its present availability. Machinery design for a 
submarine or, for that matter, any warship, is based upon entirely 
different standards than those for merchant ships. Considerations 
of space, performance, and construction and operating cost militate 
against the use of Navy designs in commercial vessels and the experts 
heard by the committee were of the opinion that this type of reactor 
would never prove economically feasible for such use. Nevertheless, 
it is desirable to proceed with the construction of a ship using this 
type of reactor so that the President’s objective, with which the 
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committee is wholly in accord, can be attained at the earliest possible 
moment. 

The committee’s main concern, however, is the continued develop- 
ment of the American merchant marine and the necessity of main- 
taining its competitive position in world commerce. In this connec- 
tion it is most concerned with the commercial development of nuclear 
power for strictly merchant-type vessels. It has been informed that 
at least one other country, Horie. is actively pursuing this type of 
project at the present time. 

r. W. Kenneth Davis, Director of Reactor Development, United 
States Atomic Energy Commission, testified before the committee to 
the effect that notwithstanding the development of the Nautilus- 
type reactor, much more work is required to clear the way for the 
economic nuclear propulsion of merchant ships and that if work were 
started now, it would be at least 5 years before a solution could be 
expected to the problem of a commercially feasible development. 
Rear Adm. H. G. Rickover, Chief, Naval Reactors Branch, Atomic 
Energy Commission, and head of the Nuclear Power Division, Bureau 
of Ships, expressed the view that immediate steps should be taken 
by the Maritime Administration to develop nuclear propulsion for 
merchant ships. 

In contrast to the attitude of these leading experts in the field, Mr. 
Rothschild, Under Secretary for Transportation of the Department of 
Commerce, took the position that development should be delayed until 
the President’s ship has furnished some operating experience. 

Inasmuch as construction of that ship will not be completed for 
about 2 years and a further period of 2 to 3 years would be required to 
assemble any valid operating data, it would mean that steps would not 
be taken, under this view, even to begin development of a truly com- 
mercial vessel for 5 years. If, as Dr. Davis stated, it would require a 
minimum of 5 years for such development, the first merchant-ship 
prototype would not come into being for at least 10 years. In view of 
developments elsewhere in the world, the committee believes that this 
time lag is excessive and unjustified and will seriously prejudice the 
position of the American merchant marine both from the point of view 
of defense and commerce. Hence, it urges immediate steps to develop 
the personnel and material to build such a ship as soon as may 
reasonably be done. 

In the hearings, Mr. Rothschild and Mr. Morse, Maritime Adminis- 
trator, took the position that the Maritime Administration had 
existing authority to build either or both of the vessels covered by this 
bill. They stated that this authority was contained in section 211 (i) 
of the Merchant Marine Act, 1936, which reads in part as follows: 

The Commission (new Maritime Administration) is authorized and directed to 


investigate, determine, and keep current records of— 
* * cs * * a * 


(i) New designs, new methods of construction, and new types of equipment for 
vessels; * * *, 

It is the view of the committee that authority to investigate, 
determine, and keep records of new designs and new methods of con- 
struction is far from adequate authority to build either of the ships 
covered by this bill. The committee believes that a prior request 
for authorization should have been presented to the Congress. 

The committee believes that construction of the vessel proposed b 
the President is desirable for the reasons stated by him but that su 
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construction should not interfere with a program for the orderly 
development of nuclear propulsion for merchant vessels. We feel 
that immediate steps should be taken to launch such a program by 
the preparation of plans, training of design personnel, and construction 
of a prototype merchant vessel. 

Naturally, the type of vessel best suited to serve this purpose must 
be left to the judgment of technical experts. However, consideration 
should be bohm to the possibility of building a combination vessel so 
that, in addition to carrying freight, a limited number of passengers 
could also be transported. It may well be that the future of atomic 
power in vessel construction is more imminent for large passenger 
vessels than it is for ordinary cargo vessels. 

The report of the Atomic Energy Commission on H. R. 6243, a 
similar bill, is as follows: 


UnitTEep Srates Atomic ENerGy Commission, 
Washington, D. C., June 7, 1956: 
Hon. Hersert C. Bonner, 
Chairman, Committee on Merchant Marine and Fisheries, 
House of Representatives. 


Dear Mr. Bonner: Please refer to your letter of May 17, 1955, requesting our 
views on H. R. 6243, a bill to authorize the construction of a nuclear-powered 
merchant ship to promote the peacetime application of atomic energy and for 
other purposes. 

H. R. 6243 would authorize the appropriation to the Department of Com- 
merce, Maritime Administration, of sums necessary for the construction, outfit- 
ting, and preparation for operation, subject to the Merchant Marine Act of 1936 
as amended, of a nuclear-powered merchant ship of a type, design, and speed 
determined by the Secretary of Commerce with the approval of the President. 
Among other things the Maritime Administration would be authorized, subject 
to approval of the Secretary of Commerce, to avail itself of the use of licenses, 
information, services, facilities, offices, and employees of other Federal agencies, 
in carrying out these activities. 

We understand that H. R. 6243 is not intended to apply to the atoms for peace 
ship, the project recently announced by the President for the expeditious construc- 
tion of a nuclear-powered merchant ship, which might travel throughout the free 
world to dramatize the United States program for developing peaceful uses of 
atomic energy. The Commission has requested legislative authorization from 
Congress to implement this project, and funds are now included in fiscal year 
1956 budget requests of both the Commission and the Maritime Administration 
for the purpose of carrying out their respective assignments. Under the Presi- 
dent’s directive, the Atomic Energy Commission is responsible for the coordina- 
tion of this project. 

We agree with what appears to be the basic objective of H. R. 6243—acceler- 
ating the development of practical and economical nuclear power for merchant 
ships. However, at the present state of the art, the construction of another 
nuclear-propelled merchant ship should be preceded by a thorough feasibility 
study, followed by a considerable research and development effort. 

The Maritime Administration has recently applied to the Commission for and 
received an authorization for access to classified technology relating to nuclear 
reactors for use in the propulsion of merchant ships. We will be glad to cooperate 
with the Maritime Administration in its studies, and work out appropriate 
arrangements for the research and development effort once conclusions have 
been reached as to feasibility and the research and development work that needs 
to be undertaken. In the areas of submarine and aircraft propulsion, our arrange- 
ments with the Department of Defense provide that the Commission is responsible 
for developing the reactor and for building the prototype of the complete sub- 
marine or aircraft reactor complex. These arrangements have proved to be 
operationally sound, and we believe the same pattern should be followed in further 
research and development in the field of merchant-ship reactors. 

We assume that the provision in the bill which would authorize the Maritime 
Commission to “avail itself of the use of licenses, information, services, facilities, 
offices, and employees” of any other Federal agency is not intended to affect the 
licensing authority of the Commission, or its discretion in providing assistance 
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requested by the Maritime Administration in the light of the overall requirements 
of the Commission’s programs. If our assumption is incorrect, we believe that 
the provision should be amended to make it entirely clear that the Commission’s 
authority in these respects is unaffected by the provision. 

For the reasons set forth above, we believe that construction of a second 
nuclear-propelled ship is premature, and we would, therefore, recommend against 
favorable consideration of H. R. 6243. We have been advised by the Bureau of 
the Budget that it has no objection to our submission of this report. 

Sincerely yours, 





There are no changes in existing law. 
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PROVIDING FOR THE SUSPENSION OF CERTAIN BENEFITS IN THE 
CASE OF MEMBERS OF THE RESERVE COMPONENTS OF THE 
ARMED SERVICES ORDERED TO EXTENDED ACTIVE DUTY IN 
TIME OF WAR OR NATIONAL EMERGENCY 





June 16, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kitpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 6601} 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6601) to provide for the suspension of certain benefits in the 
case of members of the Reserve components of the Army, Navy, 
Air Force, and Marine Corps ordered to extended active duty in 
time of war or national emergency, and for other purposes, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is twofold. First, it is 
to provide permanent authority for members of the Reserve compo- 
nents who are drawing retirement, disability compensation, or retired 
pay by virtue of prior military service, to waive such pay in order to 
receive active duty, active duty for training, and training pay as 
reservists. The existing authority for such waivers, contained in 
the act of September 27, 1950 (ch. 10538, 64 Stat. 1067), will expire 
on September 27, 1955 (10 U. S. C. 369 (b) note). That act permits 
members of Reserve components to elect, with reference to periods 
of active duty, active duty for training, drill, training, instruction, or 
other duty for which they may be entitled to receive compensation, 
to receive either (1) the compensation for such duty, including travel 
or other expenses incident thereto when authorized, and subsistence 
and quarters, or commutation thereof, or (2) the pension, retirement 
pay, disability allowance, disability compensation, or retired pay. 
Second, the proposed legislation would suspend the pension, retainer 
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pay, disability allowance, disability compensation, or retired pay of 
members of the Reserve components of the Army, Navy, Marine 
Corps, and Air Force who are ordered to extended active duty in 
excess of 30 days in time of war or national emergency and who are 
found physically qualified to perform active duty, and would authorize 
the payment, in lieu thereof, of the pay and allowances provided by 
law for active military or naval service. 

The Reserve components now have many members who have minor 
disabilities which were incurred in prior service and for which they 
are drawing disability benefits. In time of critical need for trained 
manpower, their disabilities are not of such magnitude as to prevent 
useful duty with the Armed Forces. This program has worked well 
and been of such value during the period of temporary legislation, 
that enactment into a permanent law to provide continuing authority 
for personnel with minor disabilities to serve in all of the Reserve 
components is essential to the full utilization of trained Reserve 
personnel. 

Some reservists receiving disability compensation from the Veterans’ 
Administration, who were ordered to extended active duty and found 
physically qualified to perform that duty declined to waive their 
disability compensation in favor of active-duty pay and allowances. 
When the reservist refuses to waive his disability compensation he 
may not receive active-duty pay for his services and no expenses for 
or incident to travel, subsistence, quarters, or commutation thereof, 
may be incurred on his behalf. This action on the part of these 
reservists greatly limited their availability for service and has caused, 
in some instances, financial hardships for themselves and their families. 


Enactment of the proposed legislation would suspend rather than 
waive the disability compensation of the reservist while he is on 
extended active duty in time of war or national emergency. Upon 
termination of active duty the compensation or other benefit would 
be resumed and paid as provided by law. 


COST AND BUDGET DATA 


The enactment of this proposal will cause no increase in the 
budgetary requirements for the Department of Defense. 


SECTIONAL ANALYSIS 


Section 1.—This section provides that entitlement to receive a pen- 
sion, retainer pay, disability compensation, or retired pay shall be 
suspended in the case of Naval and Marine Corps reservists who are 
ordered to extended active duty in excess of 30 days in time of war or 
national emergency and such reservists shall receive the prescribed 
pay and allowances for active duty unless the disability compensation, 
retainer pay, or retired pay is greater than the prescribed pay and 
allowances for active duty. 

Section 2.—This section provides that entitlement to receive a pen- 
sion, retirement pay, disability allowance, disability compensation, 
or retired pay shall be suspended in the case of Army or Air Force 
reservists who are ordered to extended active duty in excess of 30 
days in time of war or national emergency and such reservist shall 
receive the prescribed pay and allowances for active duty unless the 
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disability compensation, retirement pay, or retainer pay is greater 
than the prescribed pay and allowances for active duty. 
Section 3.—This section amends section 3 of the act of September 
27, 1950 by making the act permanent law. 
Section 4.—This section provides for the deletion of the term “dis- 
ability allowance” wherever that term appears in the basic act, 


DEPARTMENTAL RECOMMENDATIONS 


This proposal is a part of the Department of Defense legislative 
program for 1955 and the Bureau of the Budget offers no objection to 
the presentation of this proposal to the Congress. 





Hon. Sam Raysorn 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There are forwarded herewith a draft of legislation and 
sectional analysis to provide for the suspension of certain benefits in the case of 
members of the Reserve components of the Army, Navy, Air Force, and Marine 
Corps ordered to extended active duty in time of war or national emergency, and 
for other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. It is 
recommended that this proposal be enacted. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is twofold. First, it is to provide 
permanent authority for members of the Reserve components who are drawing 
retirement, disability compensation, or retired pay by virtue of prior military 
service, to waive such pay in order to receive active duty, active duty for train- 
ing, and training pay as reservists. The existing authority for such waivers, 
contained in the act of September 27, 1950 (ch. 1053, 64 Stat. 1067), will expire 
on September 27, 1955 (10 U. 8. C. 369 (b) note). That act permits members 
of Reserve components to elect, with reference to periods of active duty, active 
duty for training, drill, training, instruction, or other duty for which they may be 
entitled to receive compensation, to receive either (1) the compensation for such 
duty, including travel or other expenses incident thereto when authorized, and 
subsistence and quarters, or commutation thereof, or (2) the pension, retirement 
pay, disability allowance, disability compensation, or retired pay. Second, the 
proposed legislation would suspend the pension, retainer pay, disability allow- 
ance, disability compensation, or retired pay of members of the Reserve com- 
ponents of the Army, Navy, Marine Corps, and Air Foree who are ordered to 
extended active duty in excess of 30 days in time of war or national emergency 
and who are found physically qualified to perform active duty, and would author- 
ize the payment, in lieu thereof, of the pay and allowances provided by law for 
active military or naval service. 

The Reserve components now have many members who have minor disabilities 
which were incurred in prior service and for which they are drawing disability 
benefits. In time of critical need for trained manpower, their disabilities are not 
of such magnitude as to prevent useful duty with the Armed Forces. This 
program has worked well and been of such value during the period of temporary 
legislation, that enactment into a permanent law to provide continuing authority 
for personnel with minor disabilities to serve in all of the Reserve components is 
essential to the full utilization of trained Reserve personnel. 

_ Some reservists receiving disability compensation from the Veterans’ Admin- 
istration, who were ordered to extended active duty and found physically qualified 
to perform that duty declined to waive their disability compensation in favor of 
active-duty pay and allowances. When the reservist refuses to waive his disability 
compensation he may not receive active-duty pay for his services and no expenses 
for or incident to travel, subsistence, quarters, or commutation thereof, may be 
incurred on his behalf. This action on the part of these reservists greatly limited 
their availability for service and has caused, in some instances, financial hardships 
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for themselves and their families. Enactment of the pro legislation would 
suspend rather than waive the disability compensation of the reservist while he 
is on extended active duty in time of war or national emergency. Upon termina- 
tion of active duty the compensation or other benefit would be resumed and paid 
as provided by law. 

COST AND BUDGET DATA 




















The enactment of this proposal will cause no increase in the budgetary require- 


ments for the Department of Defense. 
Sincerely yours, 


Rosert T. STEVENS, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 


repealed by this legislation: 
Existine Law 


ACT OF AUGUST 2, 1946, AS AMENDED BY 
ACT OF SEPTEMBER 27, 1950 


‘““Anv member of the Naval Reserve 
or Marine Corps Reserve entitled to 
draw a pension, retainer pay, disability 
allowance, disability compensation, or 
retired pay from the Government of the 
United States bv virtue of prior military 
service, mav elect, with reference to 
periods of active duty, active duty for 
training, drill, training, instruction, or 
other duty for which they mav be en- 
titled to receive compensation pursuant 
to.any provisions of law to receive 
either (1° the eompensation for such 
dutv, which, when authorized by law, 
sha!l include travel or other expenses 
incident thereto, and subsistence and 
quarters, or commutation thereof, or 
(2) the pension, retainer pay, disability 
allowance. disability compensation or 
retired pay, but not both; and unless 
they specifically waive or relinquish the 
latter, they shall not receive the former 
for the periods of such duty: Provided, 
That nothing contained in this section 
shall be construed as prohibiting the 
enlistment or appointment in the Naval 
Reserve or the Marine Corps Reserve of 
any person who may be entitled to 
draw any such pension, disability allow- 
ance, or disability compensation.” 

Sec. 2. Notwithstanding the provi- 
sions of any other law, any member of a 
Reserve component of the Army of the 
United States or of the Air Force of the 
United States entitled to draw a pen- 
sion, retirement pay, disability allow- 
ance, disability compensation, or retired 

ay from the Government of the United 
Btates by virtue of prior military serv- 
ice, may elect, with reference to periods 
of active duty or drill, training, instruc- 
tion, or other duty for which they may 
be entitled to receive compensation 


Tue Britt 


That section 10 of the Act of August 
2, 1946 (60 Stat. 854), as amended, is 
further amended by deleting the final 
period, inserting a colon in lieu thereof, 
and adding the following new proviso: 
“Provided further, That in the case of 
any member of the Naval or Marine 
Corps Reserve receiving a pension, 
retainer pay, disability compensation, 
or retired pay from the Government of 
the United States by virtue of prior 
military service who is ordered to ex- 
tended active duty in excess of thirty 
days in time of war or national emer- 
gency and is found physically qualified 
to perform active duty, entitlement tc 
the pension, retainer pay, disability 
compensation, or retired pay shall be 
suspended for the period of the extended 
active duty unless that compensation is 
greater than the compensation specified 
in clause (1) of thissection. During the 
period of such suspension the member 
shall receive compensation for such ex- 
tended active duty as specified in clause 
(1) of this section. Upon termination 
of the period of extended active duty 
the pension, retainer pay, disability 
compensation, or retired pay of the 
member shall be resumed and paid as 
provided by law. The suspension here- 
in provided shall not operate to affect 
any other rights or benefits to which the 
member or his dependents may be 
entitled under this or any other provi- 
sion of law.” 
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EXISTING Law 


pursuant to any provisions of law, to 
receive either (1) the compensation for 
such duty wh’ch, when authorized by 
law, shall include travel or other ex- 
penses incident thereto, and subsistence 
and quarters, or commutation thereof, 
or (2) the pension, retirement pay, 
disability allowance, disability compen- 
sation, or retired pay, but not both; and 
unless they specifically waive or relin- 
quish the latter they shall not receive 
the former for the periods of such duty. 

Sec. 3. The provisions of this Act 
shall be effective from July 1, 1947, and 
shall terminate five years after the date 
of approval of this Act. 


THE BILL 


Sec. 2. Section 2 of the Act of Sep- 
tember 27, 1950 (ch. 1053, 64 Stat 
1067), is amended by deleting the final 
period, inserting a colon in lieu thereof, 
and adding the following proviso: “‘Pro- 
vided, That in the case of any such mem- 
ber receiving a pension, retirement pay, 
disability compensation, or retired pay 
from the Government of the United 
States by virtue of prior military service 
who is ordered to extended active duty 
for a period in excess of thirty days in 
time of war or national emergency and 
is found physically qualified to perform 
active duty, entitlement to the pension, 
retirement pay, disability compensa- 
tion, or retired pay shall be suspended 
for the period of the extended active 
duty unless that compensation s greater 
than the compensation specified in 
clause (1) of this section. During the 
period of extended active duty the mem- 
ber shall receive the compensation for 
that duty specified in clause (1) of this 
section. Upon termination of the pe- 
riod of extended active duty the pen- 
sion, retirement pay. disability compen- 
sation, or retired pay of the member 
shall be resumed and paid as provided 
by law. The suspension herein pro- 
vided shall not operate to affect any 
other rights or benefits to which the 
member or his dependents may be en- 
titled under this or any other provision 
of law.” 

Sec. 3. Section 3 of the Act of Sep- 
tember 27. 1950 (ch. 1053, 64 Stat. 
1067), is hereby amended by changing 
the comma after “1947” to a period and 
striking out the words ‘‘and shall termi- 
nate five years after the date of approval 
of this Act.’’. 

Sec. 4. The term “disability allow- 
ance”’ is deleted from section 10 of the 
Act of August 2, 1946 (60 Stat. 854), as 
amended, and from section 2 of the Act 
of September 27, 1950 (ch. 1053, 64 
Stat. 1067). 
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FEDERAL EMPLOYEES SALARY INCREASE ACT OF 1955 





June 16, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Murray of Tennessee, from the Committee on Post Office and 
Civil Service, submitted the following 


REPORT 


[To accompany S. 67] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 67) to adjust the rates of basic compensation of 
certain officers and employees of the Federal Government, and for 
other purposes, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do 
pass. 


AMENDMENT 


The amendment made by the committee strikes out all of the 
Senate bill after the enacting clause and inserts in lieu thereof a 
substitute text which appears in the reported bill in italic type. An 
explanation of the provisions of the committee amendment is con- 
tained in the section-by-section analysis of the bill, as reported. 


STATEMENT 


The purpose of this legislation, as amended by the committee, is to 
increase by 7% percent per annum the rates of compensation of 
certain officers and employees of the Federal Government (excluding 
employees in the field service of the Post Office Department and 
so-called wage-board employees). 

The legislation will increase the annuai compensation of approxi- 
mately 1,073,262 Federal employees in the executive, legislative, and 
judicial branches of the Government. Specifically, these employees 
are— 

(a) employees whose positions are subject to the Classification 
Act of 1949, as amended; 

(6) officers and employees in or under the judicial branch of 
the Government; 
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(c) court reporters for Federal district courts; 

(d) secretaries and law clerks of circuit and district judges; 

(e) officers and employees in or under the legislative branch 
of the Government (including reporters of debates and their 
employees) ; 

(f) elected officers and certain appointive officers and employees 
of the Senate and House of Representatives (except the presiding 
officers) ; 

(g) officers and employees in the Department of Medicine and 
Surgery in the Veterans’ Administration; 

(hk) employees in the Foreign Service of the United States 
under the Department of State. 

The bill will also (1) authorize comparable increases to employees 
whose salaries are set by administrative action, such as employees of 
the TVA; (2) raise the limit on salaries which may be paid to officers 
and employees of the Central Bank for Cooperatives, or any produc- 
tion credit corporation, production credit association, or bank for 
cooperatives, to permit giving employees of these organizations 
raises comparable to those received by other Federal employees 
under this bill; (3) make the increases in rates of basic compensation 
effective retroactive to the beginning of the first pay period com- 
mencing after February 28, 1955; (4) maintain the present ceiling of 
$14,800 above which no salary may be raised by reason of this enact- 
ment; (5) restrict the salary for employees of the legislative branch 
(except those whose salaries are specifically set by law) to the same 
rate as the maximum provided under the Classification Act of 1949, 
as amended; (6) provide for an adjustment in the salaries of employees 
transferred from the CPC schedules (crafts, protective, custodial) to 
wage board salary schedules to take into consideration the increases 
provided under this bill; (7) provide comparable salary increases for 
the “savings cases’ (those drawing salaries over the top salary rate 
for their grade); (8) provide for a proportionate payment of the 
salary increase due for work performed during the retroactive period 
to employees who retired or to the estate of employees who died 
during the retroactive period; and (9) consolidate all authority for 
grades 16, 17, and 18 of the general schedule, repeal extraneous laws 
giving separate authority to place positions in such grades, and 
require allocations and classifications of positions to such grades to 
have‘the approval of a majority of the Civil Service Commissioners. 

The salary increases provided in the legislation are permanent, are 
subject to retirement deductions, and will be taken into consideration 
in computing overtime and night differential pay and in determination 
of group life insurance. 

The total cost of the pay increases provided for by the legislation 
will be approximately $326,000,000 annually. 

The following table shows the coverage of the legislation, the number 
of employees affected, and the estimated increased annual cost result- 
ing from the enactment of the legislation: 
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Number of employees affected and the increased annual cost of pay increase 
provisions of S. 67 (744 percent rounded on all steps) 








: Number of| Increased 
Bill section Coverage employees | annua! cost 
| Renner Classification Act of 1949, as amended.__.........-.....-...-.- (83,057 | $308, 669, 000 
3 (a) (b)....-- Officers and employees in or under the judicial branch... ..._.- 3, 296 1, 072, 000 
OP a ae Court reporters for district courts. .......- I eo 240 99, 000 
G5 Abates Officers and employees in or under the legislative branch __-__- 4, 957 2, 020, 000 
* PPR < Officers and employees in the Department of Medicine and 20, 029 8, 888, 000 
Surgery paid under Public Law 293, 79ti Cong., as amended. 

| ECR ESSE FN Officers and employees paid under secs. 412 and 415 of the 9, 683 4, 350, 000 
Foreign Service Act of 1946, as amended. 

Othb.isi cca Officers and employees whose rates of pay are fixed by adminis- ' 52, 000 (3) 


trative action pursuant to law. 








FOAMS, ccrnnnnvccinbitactenbiebelnentthaabintiniadet 1, 073, 262 325, 598, 000 











1 Very approximate. 
3 Since this section is permissive in application and the extent and amounts o! salary adjustments there- 
under cannot be forecast, it is impossibie to estimate the increased annual cost. 


The committee conducted extensive hearings with respect to the 
problem of granting increases in the compensation of all Federal 
employees. ‘Testimony was received from the Civil Service Commis- 
sion, the Bureau of Labor Statistics of the Department of Labor, and 
representatives of national employees’ organizations. It was unani- 
mously agreed that there was ample justification for an increase in 
the compensation of Federal employees. ‘The only difference of 
opinion was regarding the amount of such increase and the formula 
to be used in applying it to existing pay rates. 

The Civil Service Commission sent to the Speaker of the House on 
January 26, 1955, a draft of legislation which would have provided 
an average increase of 4.9 percent. Following action on postal em- 
ployees’ pay representing a substantially larger increase for postal 
employees than originally proposed by the administration, the chair- 
man of the committee received a report indicating that a higher 
increase for classified employees than originally recommended would 
not be disapproved. 

There is a consensus of opinion that the classified employees should 
have the same salary increase as that given postal employees by 
Public Law 68 of the 84th Congress. Under Public Law 68, postal 
employees received a 6-percent increase of their basic salary, retro- 
active to March 1, 1955, and within 6 months will receive a salary 
adjustment upon conversion into new salary schedules amounting on 
an average to 2.1 percent of payroll. It is recognized by the com- 
mittee that all postal employees would not receive the total increases 
in the bill amounting to 8.1 percent. However, it is also pointed out 
by the committee that some of the increases resulting from conversion 
into the schedules will result in pay increases not entirely attributable 
to reclassification. 

The committee had presented to it a number of proposals which 
would have readjusted Federal employees’ salaries by schedules pro- 
viding various rate increases. ‘These rate increases would have varied 
from 4.9 to 10 percent. As a means of compromise, however, the 
committee decided to provide a salary increase for all Federal em- 
ployees under this bill of 7% percent retroactive to the beginning of 
the first pay period commencing after February 28, 1955. It was 
the view of the committee that the 7% percent increase for Federal 
employees retroactive for the whole period, that is, from the begin- 
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ning of the first pay period commencing after February 28, 1955, 
was a fair and adequate comparison between salary increases given 
postal employees. 


IncREASE IN Cost or LivinG 


One of the major factors in recommending the salary increases was 
the increase in the cost of living. On July 1, 1951, the effective date 
of the last salary increase, the cost of living index of the Bureau of 
Labor Statistics was 110.9; in January 1955 the index was 114.3. 
This represents an increase of 3.4 points, or 3.07 percent. S. 67, as 
reported by this committee, grants a minimum increase of 7.5 percent 
to every employee covered in the bill. 

While the salary increase of 7% percent is substantially more than 
the increase in the rise in the cost of living since the last pay raise, 
it was the view of the committee that it was necessary to provide 
the employees an increase in their real wages and to permit them to 
enjoy, along with millions of other workers throughout the country, 
a general rise in their standard of living. 


Recent Pay Increases FoR CuassirieD FrpERAL EMPLOYEES 


1. Effective July 1, 1945, under Public Law 106, 79th Congress, 
Federal employees received a pay increase as follows: 20 percent on 
the first $1,200, 10 percent on the next $3,400, and a 5 percent on the 
remainder, subject to a $10,000 ceiling. The average increase was 
15.9 percent. (Range from 20 to 8.9 percent.) 

2. Effective July 1, 1946, under Public Law 390, 79th Congress, 


Federal employees received increases as follows: a 14 percent increase 
with a minimum of $250, subject to a $10,000 ceiling. Average 
increase was 14.2 percent. (Range from 25 to 2 percent at ceiling.) 

3. Effective June 30, 1948, under Public Law 900, 80th Congress, 
Federal employees received an increase annually of $330. Average 
increase was 11 percent. (Range from 30.6 to 3.3 percent.) 

4. Effective October 28, 1949, under Public Law 429, 8ist Congress 
(Classification Act of 1949), Federal employees received pay increases 
averaging $140 annually. Individual increases ranged from 7.1 to 
6.5 percent and the overall salary average under the Classification 
Act of 1949 was increased by 4 percent. Three additional grades 
were created: GS-16, $11,200; GS-17, $12,200; GS-18, $14,000. 

5. Effective on the first day of the first pay period beginning after 
June 30, 1951, under Public Law 201, 82d Congress, approved October 
24, 1951, Federal employees received a 10 percent increase with a 
$300 minimum and an $800 maximum annually. Increase ranged 
from 19.8 to 5.7 percent. Average increase 10 percent. 
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Present and proposed pay scales of the Classification Act of 1949, as amended 












































(The tos Poe opposite each grade number shows the proposed rates. The second line shows the rates 
proennasie ; effect. The third line shows the amount of the proposed increase for each scheduled rate of 
the grade. 

GENERAL SCHEDULE 
Grade Basic pay rates 
$2, 690 $2, 775 $2, 860 $2, 945 $3, 030 $3, 115 $3, 200 
1 2, 500 2, 580 2, 660 2,740 2, 820 2, 900 2, 980 
190 195 200 205 210 215 220 
2,955 3, 040 3, 125 3, 210 3, 295 3, 380 3, 465 
, ae SS 2,750 2, 830 2,910 2, 990 3, 070 3, 150 3, 230 
205 210 215 220 225 230 235 
3, 170 3, 255 3, 340 3, 425 3, 510 3, 505 3, 680 
3. 2, 950 3, 030 3,1 3, 190 3, 270 3, 350 3, 430 
220 225 230 235 240 245 250 
3,415 3, 500 3, 585 3, 670 3, 755 3, 840 3, 925 
4 3, 175 3, 255 3, 335 3,415 3, 495 3, 575 3, 655 
240 245 250 255 260 265 27 
3, 665 3, 800 3, 935 4,070 4, 205 4, 340 4,475 
5 3, 410 3, 535 3, 660 3, 785 3, 910 4,035 4,160 
255 265 275 285 295 305 315 
4, 080 4,215 4, 350 4,485 4,620 4,755 4, 890 
Gispenmnescosdnnsccose 3, 795 3, 920 4,045 4,170 4, 295 4, 420 4, 545 
285 295 305 315 325 335 345 
4, 520 4, 655 4,790 4, 925 §, 060 5, 195 5, 330 
z. ‘ 4, 205 4, 330 4, 455 4, 580 4, 705 4, 830 4,955 
315 3 335 345 355 305 375 
4,965 5, 100 5, 235 5, 370 5, 505 5, 640 5, 775 
Gi deedtcestecntoveece 4, 620 4,745 4, 870 4, 995 5, 120 5, 245 6, 370 
345 355 365 375 395 5 
5, 440 5, 575 5,710 5, 845 5, 980 6,115 6, 250 
Gindncensudnminmennss 5, 060 5, 185 5, 310 5, 435 5, 560 5, 685 5, 810 
380 390 400 410 420 430 440 
5, 915 6,050 6, 185 6, 320 6, 455 6, 590 6, 725 
10 . 5, 500 5, 625 5,750 5, 875 6, 000 6, 125 6, 250 
415 425 435 445 455 465 475 
6, 385 6, 600 6, 815 7,030 7, 245 7, 460 
u 5, 940 6, 140 6, 340 6, 540 6, 740 6, 940 
445 460 475 490 5 520 
7, 570 7,7 8, 000 8, 215 8, 430 8, 645 
2 BS 7, 040 7, 240 7, 440 7, 640 7, 840 8, 040 
530 545 560 57. 590 605 
8, 985 9, 200 9, 415 9, 630 9, 845 10, 060 
13 8, 360 8, 560 8,7 8, 960 9, 160 9, 360 
625 640 655 670 685 700 
10, 320 10, 535 10,7 10, 965 11, 180 11, 395 
Wiacutinctibigpacenecs 9, 600 9, 800 10, 000 10, 200 10, 400 10, 600 
720 735 7530 76 7380 795 
11, 610 11, 880 12, 150 12, 420 12, 690 
15 10, 800 11, 050 11, 300 11, 550 11, 800 
810 830 850 871 890 
12, 900 13, 115 13, 330 13, 545 13,7 
16. 12, 000 12, 200 12, 400 12, 600 12, 800 
900 915 930 445 960 
13, 975 14, 190 14, 405 14, 620 14, 620 
7 13, 000 13, 200 13, 400 13, 600 13, 800 
975 990 1, 005 1,020 820 
14, 800 
18 14, 800 
0 


Nors.—7}4 percent across the board. (7}4 percent on minimum rates and step-increases rounded to 
nearest $5, counting $2.50 and over as $5.) 
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Present and proposed pay scales of the Classification Act of 1949, as amended—Con. 


(The we line opposite each grade number shows the posed rates. The second line shows the rates 
currently in effect. The third line shows the amount of the proposed increase for each scheduled rate of the 


grade.) 
CRAFTS, PROTECTIVE, AND CUSTODIAL SCHEDULE 


Grade Basic pay rates 


$1, 945 $2, 075 $2, 140 
1,810 870 1, 930 1, 990 
135 140 145 150 

2, 825 


2, 630 
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SECTION-BY-SECTION ANALYSIS OF THE Bit, as ReportTeD 
SHORT TITLE 


The first section of the bill supplies a short title for the proposed 
salary increase law for officers and employees of the Federal Govern- 
ment by providing that such proposed law may be cited as the “Federal 
Employees Salary Increase Act of 1955.” 


OFFICERS AND EMPLOYEES SUBJECT TO CLASSIFICATION ACT OF 1949 


Section 2 of the bill provides increases in the rates of basic com- 
pensation of officers and employees subject to the Classification Act 
of 1949, as amended. Such section also contains provisions for 
certain initia! adjustments in the rates of basic compensation of such 
officers and employees. 


1. Increases in rates of basic compensation for officers and employees 
subject to Classification Act of 1949 
The method used in constructing the new general schedule and the 
new crafts, protective, and custodial schedule of the Classification Act 
of 1949 is as follows: 

(a) The minimum rate of each grade is increased 7.5 percent 
and the resulting figure rounded off to the nearest $5, $2.50 or 
over being considered as $5 for this purpose; 

(6) Each salary step increase within the grades is also increased 
7.5 percent and rounded off in the same manner; and 

(c) The augmented step increases are then added in order, 
beginning with the minimum rates of the appropriate grades, 
to produce the remaining scheduled rates of the grades. 
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This method results in an almost uniform 7.5 percent increase on 
each rate, and at the same time retains uniformity of step increases 
within each grade. 

The present ceiling in the Classification Act of 1949 of a flat rate 
of $14,800 in grade GS-18 is continued. In order to avoid lifting the 
GS-17 pay range above the GS-18 rate of $14,800, the maximum rate 
of GS-17 is fixed at $14,620, thus making GS-17 a 4-rate grade instead 
of a 5-rate grade as at present. 


2. General rules for initial adjustment of increases in rates of basic 
compensation for officers and employees subject to Classification 
Act of 1949 

Subsection (b) of section 2 of the bill sets forth certain rules for 
determining the initial adjustment of the rates of the officers and 
employees to whom section 2 applies made necessary by reason of the 
increases provided in subsection (a) of section 2. 

Paragraph (1) of subsection (b) provides that an officer or employee 
who immediately prior to the effective date of section 2 is receiving 
basic compensation at one of the scheduled longevity rates of a grade 
in the general schedule or the crafts, protective, and custodial schedule 
of the Classification Act of 1949, as amended, shall receive a rate of 
basic compensation at the corresponding scheduled or longevity rate 
in effect on and after the effective date of section 2. This rule is the 
one applicable in the case of the majority of officers and employees and 
an illustration of its operation is as follows: If employee A is in the 
seventh step of grade 9 of the general schedule immediately prior to 
the effective date of section 2 and thus receiving basic compensation 
at the rate of $5,810 per annum, the operation of paragraph (1) would 
result in employee A receiving, after the effective date of section 2, 
basic compensation at the rate of $6,250 per annum, the rate provided 
in the bill for the seventh step of grade 9 of the general schedule. 

It should be noted that grade 17 of the general schedule contains 
5 steps prior to the effective date of section 2, but will contain only 4 
steps after the effective date. Thus this rule will operate to require 
that those officers and employees who, prior to the effective date, are 
in positions in steps 4 and 5 of grade 17, will receive compensation 
after the date of enactment at the corresponding rate, which in this 
case is step 4. 

Paragraph (2) provides that an officer or employee who, immedi- 
ately prior to the effective date of section 2, is receiving basic compen- 
sation at a rate between 2 scheduled or longevity rates, or between a 
scheduled and a longevity rate, of a grade in the general schedule or 
the crafts, protective, and custodial schedule, shall receive a rate of 
basic compensation at the higher of the 2 corresponding rates in 
effect on and after the effective date of section 2. An example of 
the operation of the rule is as follows: If employee B in grade 5 of 
the general schedule is receiving, immediately prior to the effective 
date of section 2, basic compensation at the rate of $3,810 per annum, 
which is a rate of compensation that falls between the fourth step of 
grade 5 at $3,785, and the fifth step of grade 5 at $3,910, employee B 
will receive, as a result of the operation of paragraph (2), basic com- 
pensation after the effective date of section 2 at the rate of $4,205, 
which is the higher of the 2 corresponding rates which are in effect— 
that is, $4,070 for the fourth step of grade 5, and $4,205 for the fifth 
step of grade 5 of the general schedule. 
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Paragraph (3) provides that an officer or employee (other than one 
subject to par. (4) of this subsection) who, immediately prior to the 
effective date of this act, is receiving basic compensation at a rate in 
excess of the maximum longevity rate of his grade, or if there is no 
longevity rate for his grade, in excess of the maximum scheduled rate 
of his grade, shall receive basic compensation at a rate equal to the rate 
which he was receiving immediately prior to the effective date of this 
section increased by an amount equal to the amount of the increase 
made by this section in the maximum longevity rate, or the maximum 
scheduled rate, as the case may be, of his grade. The officer or 
employee will continue to receive this increased amount until he either 
leaves that position, or becomes entitled to receive basic compensation 
at a higher rate by reason of the operation of the Classification Act of 
1949, as amended. Paragraph (3) further provides that if the position 
for which the basic compensation is determined under this act be- 
comes vacant, any subsequent appointee thereto shall receive basic 
compensation fixed in accordance with the Classification Act of 1949, 
as amended. An example of the operation of this paragraph (3) is as 
follows: If employee C in grade 9 of the general schedule, immediately 
prior to the effective date of this section is receiving basic compensa- 
tion at $6,200, a rate which is in excess of the maximum longevity rate 
of $6,185 for grade 9, employee C will receive, as a result of the opera- 
tion of paragraph (3), after the effective date of section 2, basic 
compensation at the rate of $6,670 or an increase of $470, the amount 
of the increase in the maximum longevity rate of grade 9. The 
amount of this increase of $470 is determined by the difference be- 
tween $6,185 the maximum longevity rate of grade 9 before the effec- 
tive date of section 2, and $6,655 the maximum longevity rate of 
grade 9 after the effective date of section 2. Employee C will receive 
this rate of basic compensation of $6,670 until he either leaves that 
position or he becomes entitled to an increase by reason of the opera- 
tion of the Classification Act of 1949, as for instance, if he receives 
a promotion. Further, if employee C does leave that position, a 
subsequent appointee to it would not receive the rate of $6,670, but 
rather whatever rate the operation of the Classification Act of 1949 
would require. 

Paragraph (4) provides that an officer or employee who, immediately 
prior to the effective date of section 2, is receiving an existing aggregate 
rate of compensation determined under section 208 (b) of the Federal 
Employees Pay Act Amendments of 1954, approved September 1, 
1954 (Public Law 763, 83d Cong.), shall receive, after the effective 
date of section 2, an aggregate rate of compensation equal to such 
existing aggregate rate increased by an amount equal to the amount 
of the increase made by this section in the maximum longevity rate 
of his grade. The officer or employee will continue to receive this 
increased amount until he leaves that position or is entitled to receive 
aggregate compensation at a higher rate by reason of the operation 
of any other provision of law. When the position becomes vacant, 
however, any subsequent appointee shall receive aggregate compensa- 
tion fixed in accordance with applicable provisions of law. Para- 
graph (4) further provides that the amount of the increase made by 
this paragraph shall be held and considered to constitute a part of the 
existing aggregate compensation of the officer or employee for the 
purposes of section 208 (b) of the act of September 1, 1954. An 
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example of the operation of paragraph (4) is as follows: If employee 
D in grade 6 of the crafts, protective, and custodial schedule, immedi- 
ately prior to the effective date of this section is receiving an existing 
aggregate rate of compenstion saved to him by operation of section 
208 (b) of the act of September 1, 1954, at $4,882, employee D will 
receive, as a result of the operation of paragraph (4), after the effective 
date of section 2, existing egate compensation for the purpose of 
section 208 (b) of the act of September 1, 1954, at the rate of $5,167 
or an increase of $285, the amount of the increase in the maximum 
longevity rate of grade 6. The amount of the increase of $285 is 
determined by the difference between $3,920 the maximum longevity 
rate of grade 6 before the effective date of section 2, and $4,205, the 
maximum longevity rate of grade 6 after the effective date of section 2. 
Employee D will receive this rate of existing aggregate compensation of 
$5,167 until he either leaves that position or he becomes entitled to 
receive aggregate compensation at a higher rate by reason of the opera- 
tion of any other provision of law. Further if employee D does leave 
that position, a subsequent appointee to it would not receive the rate 
of $5,167, but rather whatever rate the operation of the applicable 
provisions of law would require. 

Paragraph (5) provides that an officer or employee who, immediately 
prior to the effective date of section 2, was in a position for which the 
rate of compensation is fixed under section 603 (c) (2) of the Classifica- 
tion Act of 1949, as amended (which section sets the rate of basic 
compensation for charwomen and head charwomen, working part- 
time), at a rate in excess of the rate provided for the position by such 
section, shall receive basic compensation at a rate equal to the rate 
which he received immediately prior to such effective date, increased 
by an amount equal to the amount of the increases made by this 
section for that position, until he leaves such position. When such 
position becomes vacant, a subsequent appointee shall receive basic 
compensation at the rate fixed by section 603 (c) (2) of the Classifica- 
tion Act of 1949, as amended. An example of the operation of para- 
graph (5) is as follows: If employee E, a part-time charwoman, is 
receiving compensation at the rate of $3,000 immediately prior to the 
effective date, a rate in excess of the rate provided for part-time 
charwomen in section 603 (c) (2) which is $2,700, employee E will 
receive, as a result of the operation of paragraph (5), after the effective 
date of section 2, compensation at the rate of $3,200 or an increase of 
$200, the amount of the increase made by this section in the rate for 
the position of part-time charwomen. The amount of this increase 
of $200 is determined by the difference between $2,700, the rate for 
part-time charwomen prior to the effective date of section 2, and 
$2,900, the rate for part-time charwomen after the effective date of 
section 2. Employee E will receive this rate of $3,200 until she 
leaves the position. Further, if employee E does leave that position, 
a subsequent appointee to it would not receive that rate of $3,200, 
but would receive $2,900, the rate provided by section 603 (c) (2) of 
the Classification Act of 1949, as amended. 
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3. Special initial salary adjustment for officers and employees transferred 
with or without their positions from purview of Classification Act 
of 1949 to prevailing rate schedules during certain past periods 

Subsection (c) of section 2 of the bill provides for the initial adjust- 
ment, under certain circumstances, of the rate of basic compensation 
of— 

(1) each officer or employee who has been transferred with his 
position under authority of the Classification Act of 1949 (in- 
cluding the amendments to and modifications in such act con- 
tained in title I of the act of September 1, 1954, Public Law 763, 
83d Cong., relating to fringe employment benefits) at any time 
during the period Sapinitteg on January 1, 1952, and ending on 
the date of enactment of the bill, from the purview of the crafts, 
protective, and custodial schedule or the general schedule of the 
Classification Act of 1949 to a prevailing rate schedule—that is, 
to a so-called wage board schedule; and 

(2) each officer or employee who transferred or was trans- 
ferred, at any time during the retroactive period beginning as 
of the first day of the first pay period which began after February 
28, 1955, and ending on the date of enactment of the bill, from a 
position subject to the Classification Act of 1949 to a position 
subject to a prevailing rate schedule. 

Such subsection (c) will not apply unless the officer or employee at all 
times subsequent to such transfer was on an employment roll of the 
Federal Government or of the municipal government of the District 
of Columbia or in the service of the Armed Forces of the United 
States, without any break of more than 30 consecutive calendar days 
in the time on the employment rolls or in the time in the service of the 
Armed Forces. However, in the case of an individual who is relieved 
from training and service in the Armed Forces of the United States 
or who is discharged from hospitalization following such training and 
service, the break in service shall not exceed a period equal to the period 
provided by section 9 of the Universal Military Training and Service 
Act (50 App. U.S. C., see. 459) for the mandatory restoration of such 
individual to a position in or under the Federal Government or the 
municipal government of the District of Columbia—that is, 90 days 
in the case of relief from such training and service or 90 days after 
relief from not more than 1 year of hospitalization following such 
training and service. 

It is provided, in effect, in such subsection (c) that the subsection 
will not apply (1) unless, on the date of enactment of the bill, the 
officer or employee is being paid under a prevailing rate schedule and 
(2) unless the rate of basic compensation of the officer or employee is 
less on such date of enactment than the rate to which he would have 
been entitled on such date of enactment if the transfer had not occur- 
red. However, it should be noted that such officer or employee will 
not be entitled to an adjustment of his rate of basic compensation 
under subsection (c) if on the date of enactment of the bill he is 
receiving a lesser rate by reason of an adverse personnel action result- 
ing from his own fault. 

It is further provided in subsection (c) that an officer or employee 
who satisfies the requirements of such subsection shall be paid basic 
compensation at a rate equal to the rate which he would have been 
scr on the date of enactment of the bill if the transfer had not 
occurred until the day immediately following such date of enactment. 
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Three additional qualifications are imposed by subsection (¢) with 
respect to the adjustment of basic compénsation under such subsec- 
tion: 

First, the basic compensation paid an officer or employee under sub- 
section (c) shall include compensation for each within-grade and 
longevity step-increase in compensation which he would have earned 
under the Classification Act of 1949 if the transfer had not occurred. 

Second, the officer or employee shall be paid basic compensation, as 
adjusted under subsection (c), for all time on the employment rolls 
(except time in an employment status with respect to which no com- 
pensation was payable) in a position subject to a prevailing rate 
schedule during the retroactive period beginning on the first day of the 
first pay period which began after February 28, 1955, and ending on 
the date of enactment of the bill and during all periods following such 
date of enactment, until he leaves the position which he occupies on 
such date of enactment or until he becomes entitled to receive basic 
compensation at a higher rate under a prevailing rate schedule. 

Third, when the position occupied by such officer or employee be- 
comes vacant, the rate of basic compensation of any individual sub- 
sequently appointed to such position shall be fixed in accordance with 
prevailing rate schedules. 

The following example illustrates the general purpose and applica- 
tion of subsection (c). 

Employee A, a mechanic, holds a position in grade 6 of the crafts, 
protective, and custodial schedule of the Classification Act of 1949 
and is receiving basic compensation at the minimum rate of such 

rade—that is, $3,200 (equivalent to $1.54 an hour). He is trans- 
erred during one of the transfer periods specified in clause (1) of 
subsection (c), to a prevailing rate schedule (that is, a so-called wage- 
board schedule) at an hourly rate of basic compensation of $1.67. If 
such transfer had not occurred, employee A would have been receiv- 
ing, on the date of enactment of the bill, the new minimum rate pro- 
vided by the bill for grade 6 of the crafts, protective, and custodial 
schedule—$3,440 (equivalent to $1.65 an hour). Since this latter 
rate is less than the rate he is currently receiving under the prevail- 
ing rate schedule, subsection (c) is inapplicable to him. Therefore, 
the current rate of compensation being received by employee A under 
the prevailing rate schedule will be continued insofar as the operation 
of subsection (c) is concerned. 

It is possible, however, that employee A would have earned two 
within-grade step increases in basic compensation under the Classifi- 
cation Act of 1949 if the transfer had not occurred. In such case, 
he would have been receiving under such act, on the date of enact- 
ment of the bill, the new rate for the third step of grade 6 of the 
crafts, protective, and custodial schedule—that is, $3,610 (equivalent 
to $1.74 an hour). If this were the situation, subsection (c) would 
apply with respect to employee A and would increase his current 
rate under the prevailing rate schedule from $1.67 an hour to $1.74 
an hour. 
rs more specific example of the operation of subsection (c) is as 
ollows: 

Employee B, on the effective date of this section, held a position in 
the initial step of grade 7 of the general schedule of the Classification 
Act of 1949 and received basic compensation at the rate of $4,205. On 
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April 10, 1955, employee B was placed in step 2 of grade 7 of the 
general schedule at a rate of basic compensation of $4,330. On May 
20, 1955, employee B was transferred, either with or without his posi- 
tion, to a prevailing rate schedule (that is, a so-called wage-board 
schedule) at an hourly rate of basic compensation of $2.10 per hour 
(equivalent to $4,368 per annum). If nots transfer had not occurred, 
employee B, on the date of enactment of the bill, would have been 
receiving a new rate for step 2 of such grade 7 provided by the bill 
which is $4,655 per annum. ‘This is equal to $2.24 per hour. Sub- 
section (c) will operate to insure that employee B will receive compen- 
sation at the rate of $2.24 per hour retroactively from the date of 
enactment of the bill to the date on which employee B transferred to 
the prevailing rate schedule (May 20, 1955). Subsection (c) also 
operates to insure that employee B will receive such increased hourly 
rate of $2.24 in the future until employee B either leaves the position 
which he holds on the date of enactment or until he is entitled to 
receive basic compensation at a higher rate under a prevailing rate 
schedule. The operation of section 2 (a) and section 13 of the bill 
insures that employee B will receive retroactive compensation for the 
period from April 10, 1955, to May 20, 1955, based on the new rate 
of compensation for step 2 of grade 7 of the general schedule or $4,655 
rather than the old rate for such step of such grade of $4,33C, and 
retroactive compensation for the period from the effective date of 
section 2 of the bill to April 10, 1955, based on the new rate of $4,520 
for the initial step of grade 7 of the general schedule, rather than 
$4,205, the old rate for such step of such grade. 


4. Special initial salary adjustment for certain officers and employees 
coming within purview of Classification Act of 1949 during retro- 
active period 

Subsection (d) of section 2 of the bill provides for the retroactive 
initial adjustment of the rate of basic compensation of each officer 
and employee now subject to the Classification Act of 1949, as amend- 
ed, who became subject to such act at any time during the retro- 
active period beginning on the first day of the first pay period which 
began after February 28, 1955, and ending on the date of enactment 
of the bill. 

Such subsection (d) is intended to apply only in the case where the 
officer or employee (1) became subject to such act at a rate of basic 
compensation which was fixed on the basis of a higher rate previously 
earned by him in a position in the Federal Government or in the 
municipal government of the District of Columbia or (2) first became 
subject to such act at a rate of basic compensation which was estab- 
lished above the minimum rate of his class under authority of section 
803 of the Classification Act of 1949, as amended (which section 
authorizes the recruitment of employees above the minimum rate of 
the class whenever a sufficient number of qualified eligibles for posi- 
tions in a given class cannot be obtained iiliterwtady, 

In order to give the maximum retroactive effect on an equitable 
basis to the increases provided by subsection (a) of section 2 of the 
bill in the rates of basic compensation contained in the Classification 
Act of 1949, as amended, in the case of each such officer or employee, 
subsection (d) of section 2 contains provisions to the following effect: 
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First, such subsection (d) provides that the rate of basic compensa- 
tion of each such officer or employee shall be adjusted retroactively 
to the date on which he became subject to the Classification Act of 
1949, as amended. 

Second, such subsection (d) provides that such retroactive adjust- 
ment will be made on the basis of and in accordance with the new 
rate of basic compensation provided by section 2 of the bill for that 
step in the appropriate compensation schedule of the Classification 
Act of 1949, as amended, as set forth in such section 2, which corres- 
ponds numerically to the appropriate step of the appropriate grade 
of that compensation schedule of the Classification Act of 1949, as 
amended, which was actually in effect for such officer or employee at 
the time he became subject to such act, without regard to the new 
schedule retroactively established for such officer or employee as of 
such time as a result of the enactment of this bill. 

The following example illustrates one application of subsection (d) 
of section 2 of the bill. 

On April 20, 1955, employee A, a mechanic, holds a position for 
which the compensation of $1.60 an hour is fixed under a prevailing 
rate schedule—that is, a so-called wage board position. For 1 year 
or 52 weeks (on the basis of a regularly scheduled administrative 
workweek of 40 hours) or 2,080 hours of work at such rate of $1.60 an 
hour, the compensation of employee A is equivalent to $3,328 a year. 
The employing agency transfers employee A to the position of inspec- 
tor in grade 3 of the general schedule of the Classification Act of 1949 
and places him in the sixth step of grade 3 at the scheduled rate next 
higher than $3,328—that is, $3,350. Under the retroactive amend- 
ment made to the general schedule by subsection (a) of section 2 of 
the bill, the scheduled rate next higher than $3,328 (or $1.60 an hour) 
becomes $3,340. The legal effect of such retroactive amendment, 
without regard to subsection (d) of section 2 here discussed, would 
be to fix the rate of basic compensation of employee A, beginning as 
of the date he became subject to the Classification Act of 1949 (April 
20, 1955), at $3,340—the new rate for the third step of grade 3 of the 
general schedule—instead of $3,595—the new rate for the sixth step 
of such grade corresponding to $3,350 (the old rate for such step). 
As a result, employee A would not only be deprived of any further 
increase under the amendment made by subsection (a) of section 2 
but also would lose most of the small increase which he received when 
he became subject to the Classification Act of 1949. The purpose of 
subsection (d) of section 2 is to retain employee A in the corresponding 
numerical step of grade 3 and to insure that employee A will receive 
increased basic compensation at the rate of $3,595. 


5. Uniformity of treatment with respect to certain longevity step increases 

Subsection (e) of section 2 amends section 704 of the Classification 
Act of 1949, as amended, to provide that the longevity step increases 
for grade 15 will be $215—the same as the longevity step increases for 
grade 14. This subsection is necessary to insure that the longevity 
step increases for grade 15 will be increased from $200 to $215 to sure 
uniformity of treatment with grade 14. 
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OFFICERS AND EMPLOYEES IN THE JUDICIAL BRANCH OF THE FEDERAL 
GOVERNMENT 


Section 3 of the bill provides for increases in the rates of basic 
compensation of certain officers and employees in or under the judicial 
branch of the Federal Government. 

Subsection (a) of section 3 increases (effective under sec, 13 of the 
bill as of the first day of the first pay period which began after Feb- 
ruary 28, 1955) the rates of basic compensation of the following 
officers and employees in or under the judicial branch whose rates of 
compensation are fixed under the respective provisions of law specified 
with respect to such officers and employees: 

(1) Clerical, stenographic, and other assistants of referees in 
bankruptcy whose respective rates of compensation are fixed by 
the Director of the Administrative Office of the United States 
Courts under paragraph (2) of subdivision a of section 62 of the 
Bankruptcy Act (11 U.S. C., see. 102 (a) (2)); 

(2) Probation officers and clerical help whose salaries are fixed 
by the Director of the Administrative Office of the United States 
Courts under section 3656 of title 18 of the United States Code; 

(3) The Assistant Director of the Administrative Office of the 
United States Courts whose annual salary is fixed on the basis 
of the second sentence of section 603 of title 28 of the United 
States Code; 

(4) Employees of the Administrative Office of the United States 
Courts whose respective rates of compensation are fixed in ac- 
cordance with the Classification Act of 1949, as amended, by the 
Director of the Administrative Office of the United States Courts 
under the third sentence of section 603 of title 28 of the United 
States Code; 

(5) Clerks of court, deputies, librarians, criers, messengers, law 
clerks, secretaries, stenographers, clerical assistants, and other 
employees of the courts whose respective rates of compensation 
are fixed by the Director of the Administrative Office of the 
United States Courts, under the supervision and direction of the 
Judicial Conference of the United States, under authority of 
section 604 (a) (5) of title 28 of the United States Code; 

(6) The marshal of the Supreme Court of the United States 
whose compensation is fixed by such Court under section 672 of 
title 28 of the United States Code and necessary assistants and 
other employees to attend such Court whose respective rates of 
compensation are fixed by the marshal under such section; 

(7) The reporter of the Supreme Court of the United States 
whose compensation is fixed by such Court under section 673 of 
title 28 of the United States Code and professionel and clerical 
assistants and other employees whose respective rates of compen- 
sation are fixed by such reporter, with the approval of such Court 
or the Chief Justice of the United States, under such section; 

(8) The librarian of the Supreme Court of the United States 
whose salary is fixed by such Court under section 674 of title 28 
of the United States Code and ‘assistants to the librarian whose 
respective rates of compensation are fixed by such librarian, with 
the approval of the Chief Justice of the United States, under 
such section; and 
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(9) Law clerks and secretaries to the Chief Justice and Associate 
Justices of the Supreme Court of the United States whose respec- 
tive salaries are fixed by such Court under section 675 of title 28 
of the United States Code. 

The increases provided by subsection (a) of section 3 in the respec- 
tive rates of basic compensation of the above-specified officers and 
employees in or under the judicial branch are amounts which are 
equal to the respective amounts of increase provided by section 2 of 
the bill in corresponding rates of compensation paid to officers and 
employees subject to the Classification Act of 1949, as amended. 

Subsection (b) of section 3 relates to the salaries payable to secre- 
taries and law clerks of Federal circuit and district judges. 

Under the paragraph with the heading “Salaries of Supporting 
Personnel” in the Judiciary Appropriation Act, 1955 (Public Law 470, 
83d Cong.), and similar provisions in prior appropriation acts, the 
compensation of such secretaries and law clerks 1s fixed by the Director 
of the Administrative Office of the United States Courts without regard 
to the Classification Act of 1949, as amended, with the exception that 
(1) the salary of a secretary shall be within one of the basic compensa- 
tion ranges of grades GS-4, GS-5, GS-6, GS-7, or GS-8 of the general 
schedule in such act, as determined by the appointing judge subject 
to review by the judicial council of the appropriate circuit, and (2) the 
salary of a law clerk shall be within one of the basic compensation 
ranges of grades GS-5, GS-7, GS-9, GS-11, or GS-12 of such schedule, 
as determined by the appointing judge subject to such review. Such 
paragraph also provides that, with the exception of certain step 
increases and compensation for temporary assistance in emergencies, 
(1) the aggregate salaries paid to secretaries and law clerks appointed 
by one judge shall not exceed $10,560 per annum; and (2) in the case 
of the chief judge of each circuit and the chief judge of each district 
court having 5 or more district judges, the aggregate salaries paid to 
secretaries and lew clerks shall not exceed $14,355 per annum. 

Subsection (b) of section 3 increases such limitations of $10,560 and 
$14,355 contained in the above-mentioned provision of the Judiciary 
Appropriation Act, 1955 (or in any subsequent appropriation act) by 
the amounts necessary to pay to secretaries and law clerks of Federal 
circuit and district judges the additional basic compensation provided 
by the bill. 

Subsection (c) of section 3 relates to the annual salaries of court 
reporters of the district courts of the United States, the District 
Court for the Territory of Alaska, the United States District Court 
for the District of the Canal Zone, the District Court of Guam, and 
the District Court of the Virgin Islands. 

Section 753 (e) of title 28 of the United States Code provides that 
each such court reporter shall receive an annual salary of not less 
than $3,000 nor more than $6,000, to be fixed from time to time by 
the Judicial Conference of the United States. 

Subsection (c) of section 3 increases by 7.5 percent ($450) the 
maximum annual salary of $6,000 now payable to a court reporter 
under section 753 (e) of title 28 of the United States Code. Such 
increase in maximum annual salary will enable the Judicial Conference 
of the United States in its discretion to grant increases of not to 
exceed 7.5 percent in the rate of annual salary of each such court 
reporter without affecting the relationship of such annual salary rate 
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to other rates of annual salary within the salary structure for such 
court reporters under such section 753 (e). 


OFFICERS AND EMPLOYEES IN THE LEGISLATIVE BRANCH OF THE FEDERAL 
GOVERNMENT 


Section 4 of the bill provides for increases in the rates of compensa- 
tion of certain officers and employees in or under the legislative branch 
of the Federal Government. 

Subsection (a) of section 4 increases the rates of compensation of 
officers and employees in or under the legislative branch whose rates 
of compensation were increased by section 5 of the Federal Employees 
Pay Act of 1946. Each officer and employee in or under the legisla- 
tive branch to whom subsection (a) of section 2 is applicable will be 
paid additional compensation at the rate of 7% percent of his gross 
salary. Such gross salary is composed of the aggregate rate of the 
rate of basic compensation of such officer or employee and the rates 
of additional compensation such officer or employee was receivin 
immediately prior to such effective date under (1) sections 501 aa 
502 of the Federal Employees Pay Act of 1945, as amended, (2) sec- 
tion 301 of the Postal Rate Revision and Federal Employees Salary 
Act of 1948, (3) the provisions under the heading ‘Increased Pay for 
Legislative Employees” in the Second Supplemental Appropriation 
Act, 1950, (4) the act of October 24, 1951 (Public Law 201, 82d Cong.), 
and (5) the provisions of any other law. Such additional compensa- 
tion shall not be taken into account in determining whether or not 
any amount expended for clerical and administrative assistance or 
messenger service is within any limit prescribed by law. Such addi- 
tional compensation will, however, be considered part of the compen- 
sation of such officer or employee for payroll deductions for the pur- 
poses of the Civil Service Retirement Act of May 29, 1930, as amended, 
and (subject to sec. 13 (ce) of the bill) payroll deductions for the 
purposes of the insurance of such officer or employee under the Fed- 
eral Employees’ Group Life Insurance Act of 1954. 

Subsection (b) of section 4 amends section 2 (b) of the act of October 
24, 1951 (Public Law 201, 82d Cong.), so as to provide, in effect, that, 
unless explicitly authorized by law, no officer or employee in or under 
the legislative branch shall be paid aggregate compensation for any 
period at a rate in excess of the highest per annum rate of compensa- 
tion paid under the Classification Act of 1949, as amended. This pro- 
vision replaces the present limitation on the maximum aggregate rate 
of compensation payable to any such officer or employee, which is 
stated in terms of dollars ($11,646 per annum) in section 2 (b) of the 
act of October 24, 1951 (Public Law 201, 82d Cong.). This subsee- 
tion does not apply to elected officers of the Senate and the House of 
Representatives and other individuals who are within the purview of 
subsection (c) of section 4 of the bill. 

Subsection (c) of section 4 increases the rate of basic compensation 
of (1) each of the elected officers of the Senate and the House of Repre- 
sentatives (except the presiding officers of the respective Houses), 
(2) the Parliamentarian of the Senate, (3) the Parliamentarian of the 
House of Representatives, (4) the legislative counsel of the Senate, 
(5) the legislative counsel of the House of Representatives, and (6) 
the Coordinator of Information of the House of Representatives. 
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Each such elected officer and other designated individual will be paid 
additional compensation at the rate of 7% percent of his existing rate of 
compensation. 

Subsection (d) of section 4 of the bill increases by 7.5 percent the 
limitations in the paragraph designated ‘Folding documents” under 
the heading “Contingent Expenses of the House” in the Legislative 
Appropriation Act, 1955 (Public Law 470, 83d Cong.). 


INCREASE IN MAXIMUM SALARY LIMITATION FOR DIRECTORS, OFFICERS, 
AND EMPLOYEES OF BANKS FOR COOPLRATIVES AND PRODUCTION 


CREDIT CORPORATIONS AND ASSOCIATIONS UNDER THE FARM CREDIT 
ACT OF 1933 


Section 5 of the bill increases from $13,800 to $14,620 the maximum 
limitation on the rates of compensation payable to directors, officers, 
and employees of the Central Bank for Cooperatives, the district 
banks for cooperatives, the production credit corporations, and the 
production credit associations under the Farm Credit Act of 1933. 

Under sections 2, 20, and 30 of the Farm Credit Act of 1933 (12 
U. S. C., sees. 1131, 1131d, 1134, and 1134f) the Governor of the 
Farm Credit Administration is authorized and directed to organize 
and charter 12 production credit corporations, 12°banks for cooper- 
atives, a number of local production credit associations, and a Central 
Bank for Cooperatives. The directors, officers, and employees of 
such organizations are compensated for their services under various 
procedures and provisions of law. 

Section 66 of the Farm Credit Act of 1933 (12 U.S. C., see. 1138f) 
now provides that no director, officer, or employee of the Central 
Bank for Cooperatives or of any production credit corporation, pro- 
duction credit association, or bank for cooperatives shall be paid 
compensation at a rate in excess of $13,800 a year. Section 5 of the 
bill increases to $14,620 such maximum salary limitation of $13,800. 
Although no existing rate of compensation is actually increased by 
section 5, such section, by increasing such maximum salary limitation, 
will enable the respective appropriate salary-fixing authorities in their 
discretion to increase the rates of compensation payable to the direc- 
tors, officers, and employees under their respective jurisdictions in 
accordance with existing law and procedures governing the salaries of 
such directors, officers, and employees. 


OFFICERS AND EMPLOYEES IN THE DEPARTMENT OF MEDICINE AND 
SURGERY IN THE VETERANS’ ADMINISTRATION 


Section 6 of the bill provides increases in certain per annum rates 
of salary set forth in the act of January 3, 1946 (Public Law 293, 79th 
Cong.), as amended (38 U. S. C., secs. 15-15n) for officers and em- 
ployees of the Department of Medicine and Surgery in the Veterans’ 
Administration. These increases, which under section 13 of the bill 
become effective as of the first day of the first pay period which began 
after February 28, 1955, are in amounts equal to approximately 7.5 
percent of the respective existing per annum salary rates. 

It may be observed that such act of January 3, 1946, provides for 
two general types of per annum rates of salary: 

a) Per annum rates of salary which are directly established 
by the provisions of such act for designated positions; and 
74009°—57 HH. Rept., 84-1, vol. 3——41 
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(2) Per annum rates of salary which are established by appro- 
priate administrative action in accordance with pay ranges con- 
taining minimum and maximum rates which are set forth in 
such act. 

Subsection (a) of section 6 increases certain minimum and maxi- 
mum rates of salary contained in section 3 (d) and section 7 of the 
act of January 3, 1946. 

Under the existing section 3 (d) of the act of January 3, 1946, each 
Assistant Chief Medical Director is paid a salary in accordance with 
the pay range of $13,800 minimum to $14,800 maximum and each 
director of service or chief of division is paid a salary in accordance 
with the pay range of $12,300 minimum to $13,300 maximum. Sub- 
section (2) of section 6 of the bill increases by 7.5 percent each of the 
foregoing minimum and maximum rates, except the existing maximum 
rate of $14,800 in the pay range for each Assistant Chief Medical 
Director. 

Under the existing section 7 of the act of January 3, 1946, grades and 
pay ranges of certain minimum and maximum rates are prescribed for 
the Medical Service, the Dental Service, and the Nursing Service of 
the Department of Medicine and Surgery in the Veterans’ Adminis- 
tration. The salaries of the pay ranges for the 6 grades of the Medical 
Service extend from $5,500 minimum for the lowest grade to $11,800 
maximum for the highest grade. Such salaries for the 6 grades of 
the Dental Service extend from $5,500 minimum for the lowest grade 
to $11,800 maximum for the highest grade. Such salaries for the 5 
grades of the Nursing Service extend from $3,740 minimum for the 
lowest grade to $8,040 maximum for the highest grade. Subsection 
(a) of section 6 of the bill increases by 7.5 percent the minimum and 
maximum rates of the pay range for each of the grades of the Medical 
Service, the Dental Service, and the Nursing Service. 

Since the increases made by subsection (a) of section 6 of the bill 
are increases in minimum and maximum rates for certain pay ranges, 
such increases will enable the per annum rates of salary of officers and 
employees subject to such pay ranges to be appropriately adjusted by 
administrative action in amounts which will reflect the increases made 
by such subsection (a) in such minimum and maximum rates. 

Subsection (b) of section 6 of the bill increases certain single per 
annum salary rates which are directly established by the provisions 
of section 3 (e) and section 3 (f) of the act of January 3, 1946. 

The existing section 3 (e) of the act of January 3, 1946, directly 
establishes the per annum rate of salary for the Director of Nursing 
Service at $10,800 and the per annum rate of salary for the Deputy 
Director of Nursing Service at $9,600. The existing section 3 (f) of 
such act directly establishes the respective per annum rates of salary 
for chief pharmacist, chief dietitian, chief physical therapist, and 
chief occupational therapist at $9,600. 

Subsection (b) of section 6 directly increases by 7.5 percent the per 
annum rates of salary contained in sections 3 (e) and 3 (f) of the act 
of January 3, 1946. 

Three additional observations may be made with respect to section 
6 of the bill: 

First, subsection (c) of such section 6 requires that each minimum 
rate, each maximum rate, and each single salary rate increased by sub- 
sections (a) and (b) of such section shall be rounded, as so increased, to 
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the nearest $5 per annum (counting $2.50 per annum and over as 
$5 per annum) in order to simplify the computation of pay rates-and 
facilitate payroll administration in connection with officers and em- 
ployees in the Veterans’ Administration covered by this section; 

Second, subsection (d) of such section 6 increases from $12,800 to 
$13,760 the maximum per annum limitation on the aggregate of the 
amount of the pay and the allowances for any person rated as a medi- 
cal, surgical, or dental specialist in accordance with the act of January 
3, 1946; and 

Third, no per annum rate of compensation or salary of an officer 
or employee in the Department of Medicine and Surgery which 
is now $14,800 or more is increased by reason of the enactment of 
section 6. 

In summary, section 6 of the bill conforms to the policy established 
by the act of January 3, 1946, with respect to the salary structure for 
officers and employees in the Department of Medicine and Surgery 
in the Veterans’ Administration (1) by increasing the amounts of 
certain of the per annum rates of salary directly established by such 
act for designated positions, thereby directly increasing the salaries 
of officers and employees in such positions, and (2) by increasing cer- 
tain minimum and maximum rates of the pay ranges set forth in such 
act in order that the salaries subject to such pay ranges may be 
appropriately adjusted through the exercise of administrative 
authority. 


OFFICERS AND EMPLOYEES SUBJECT TO THE FOREIGN SERVICE ACT 
OF 1946 


Section 7 of the bill provides increases (which under sec. 13 of the 
bill become effective as of the first day of the first pay period which 
began after February 28, 1955) in the per annum rates of salary of 
certain officers and employees subject to the Foreign Service Act of 
1946, as amended, by increasing by approximately 7.5 percent each 
of the per annum rates of salary provided by sections 412 and 415 
of such act. 

Section 412 of the Foreign Service Act of 1946, as amended (22 
U.S. C., sec. 867), establishes seven classes of Foreign Service officers 
including the class of career minister. The per annum salary of a 
career minister is fixed by such section 412 ai $14,300. The respec- 
tive per annum salaries for other Foreign Service officers within such 
classes range from $3,993 (the minimum scheduled rate for class 6) 
to $14,300 (the maximum scheduled rate for class 1). 

Section 415 of the Foreign Service Act of 1946, as amended (22 
U. S. C., sec. 876), establishes 22 classes of Foreign Service staff 
officers and employees. ‘The respective per annum rates of salary 
for officers and employees within such classes range from $1,350 (the 
minimum scheduled rate for class 22) to $11,130 (the maximum 
scheduled rate for class 1). 

Section 7 of the bill, in effect, increases each of the per annum rates 
of salary contained in sections 412 and 415 of the Foreign Service Act 
of 1946, as amended, by an amount which is equal to 7.5 percent of 
such per annum rate, subject to the following provisions of the bill: 

First, the second sentence of section 7 requires that each such per 
annum rate as so increased shall be rounded to the nearest $5 per 
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annum, counting $2.50 per annum and over as $5 per annum. The 
purpose of this provision is to simplify the computation of pay rates 
and facilitate payroll administration in connection with such officers 
and employees by expressing each of such rates as so increased in 
terms of the nearest $5 per annum rather than exact dollars and cents. 

Second, that provision of section 9 of the bill which requires that no 
such rate shall be increased by reason of the enactment of the bill to 
an amount in excess of $14,800 a year prevents the full application of 
the 7.5 percent increase to the per annum rates under section 412 of 
the Foreign Service Act of 1946, as amended, for career minister 
($14,300) and for Foreign Service officers in salary steps 4 ($14,000) 
and 5 ($14,300) of class 1. This provision, in effect, limits the in- 
crease in each such case to an amount which, when added to the 
existing per annum rate, will not result in a new per annum rate of 
more than $14,800. 


AUTHORITY FOR RETROACTIVE SALARY INCREASES BY ADMINISTRATIVE 
ACTION 


The general purpose of section 8 of the bill is to provide authority 
for the granting of retroactive salary increases (corresponding to 
increases otherwise provided for by the bill) for those officers and 
employees whose rates of compensation or salary are normally fixed 
by administrative action pursuant to law (excluding rates fixed in 
accordance with prevailing rates or practices), while preserving all 
authority contained in existing law to fix compensation or salary by 
administrative action. 

Section 8 contains three provisions to the following general effect: 

First, subsection (a) of section 8 contains a limited waiver of section 
3679 of the Revised Statutes, as amended (31 U.S. C., sec. 665) (the 
so-called Antideficiency Act), in order to permit those rates of com- 
pensation of officers and employees of the Federal Government and 
the municipal government of the District of Columbia, which are 
fixed by administrative action pursuant to law and are not otherwise 
increased by the bill, to be increased retroactively to the first day of 
the first pay period which began after February 28, 1955, by amounts 
not to exceed the increases provided by the bill for corresponding 
rates of compensation in the appropriate schedule or scale of pay. 

Second, subsection (b) of section 8 contains a specific disavowal of 
any authorization in the section to increase the rates of compensation 
fixed and adjusted in accordance with prevailing rates or practices. 

Third, subsection (c) of section 8 states that this section has no 
effect upon the authority contained in any law pursuant to which 
rates of compensation may be fixed by administrative action. 

Subsection (a) of section 8 is necessary, in part, because of certain 
requirements in section 3679 of the Revised Statutes, two of the 
principal requirements of which are that— 

* * * «ll appropriations or funds available for obligation for a definite period of 
time shall be so apportioned as to prevent obligation or expenditure thereof in @ 
manner which would indicate a necessity for deficiency or supplemental appro- 
priations for such period * * * 

and— 


* * * nor shall any such officer or employee involve the Government in any 
contract or other obligation, for the payment of money for any purpose, in advance 
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of appropriations made for such purpose, unless such contract or obligation is 
authorized by law * * *. 

Sections 2, 3, 4, 5, 6, and 7 of the bill constitute authorizations by 
law for the payment, both retroactively and prospectively, of the 
increases provided by the bill for those officers and employees covered 
by those sections, in advance of appropriations made for the purpose 
of paying such increases, thus fulfilling the requirements of section 
3679 of the Revised Statutes. Those rates of compensation which are 
fixed by administrative action can be increased prospectively by the 
appropriate administrator%nder authority of existing law and without 
regard to any provision contained in this bill, provided, of course, 
that sufficient funds are available so that a deficiency would not be 
created by reason of such increases. However, even if the adminis- 
trator has available sufficient appropriations to grant such increases 
without requiring a deficiency or supplemental appropriation for the 
period for which he grants such retroactive compensation, such retro- 
active increases cannot be granted solely by administrative action. 
Therefore, subsection (a) of section § is needed to permit the adminis- 
trator, if he so desires (for he is not required to do so), (1) to grant 
retroactive increases in amounts not to exceed those provided by the 
bill for corresponding rates of compensation in the appropriate schedule 
or scale of pay and (2) to grant prospective increases in such amounts 
in those cases where the administrator does not have sufficient funds 
available to pay such increases without creating a deficiency. 

Subsection (b) of section 8 states that those rates of compensation 
fixed and adjusted from time to time in accordance with prevailing 
rates or practices are not to be deemed to be authorized to be increased 
by reason of any provision of section 8. The reason for the inclusion 
of this subsection is that such rates of compensation fixed by wage 
boards or similar authority can be fixed and adjusted at any time by 
such boards or authority because such rates are based on the rates 
or practices in the particular locality and by their very nature are not 
susceptible to blanket treatment. 

Subsection (c) of section 8 states that nothing in the section shall 
affect. the authority contained in any law pursuant to which rates of 
compensation may be fixed by administrative action. Section 8 has 
no effect on the authority of any administrator granted to him by any 
other law to fix rates of compensation by administrative action. As 
stated in the discussion of subsection (a) of this section, his authority 
to grant increases or otherwise fix rates prospectively is not in any 
way altered by this section, for the reason that, in the exercise of his 
administrative authority, he may presently grant increases prospec- 
tively in any amounts without regard to any provision in this section, 
provided he has sufficient funds available so that a deficiency would 
not be created by the payment of such increases. By reason of 
subsection (a) of section 8, the administrator is granted some addi- 
tional, but limited, authority to grant retroactive increases. How- 
ever, this grant of authority in no way alters or limits his authority to 
fix rates as granted by any other provision of law. 


MAXIMUM LIMITATION WITH RESPECT TO SALARY INCREASES 


Section 9 of the bill provides a maximum salary limitation of 
$14,800 which governs the amount of the increase in any rate of basic 
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compensation or salary which may be payable by reason of the enact- 
ment of the bill. 

Specifically, section 9 limits the application of the bill, and the 
amount of any such increase thereunder, as follows: 

First, section 9 limits the application of the bill by providing that, 
notwithstanding any other provision of the bill, no rate of basic 
compensation or salary which is $14,800 or more a year shall be in- 
creased by reason of the enactment of the bill. 

Second, section 9 limits the amount of any increase provided for 
under the bill by providing that, notwithstanding any other provision 
of the bill, no rate of basic compensation or salary otherwise within 
the purview of the bill shall be increased to an amount in excess of 
$14,800 a year by reason of the enactment of the bill. 


CLASSES OF PERSONS ENTITLED TO RECEIVE PAYMENT OF RETRO- 
ACTIVE SALARY INCREASE 


Section 10 of the bill specifies the classes of persons entitled to 
receive payment of the amount of any increase in compensation or 
salary which is payable, under authority of any provision of the bill, 
with respect to an officer or employee within the purview of the bill, 
for any retroactive period of service of such officer or employee which 
is covered by the bill. 

Subsection (a) of section 10 provides, in effect, that the amount of 
any increase in the rate of compensation or salary of any individual 
made by reason of the enactment of the bill for any period, beginning 
on or after the first day of the first pay period which began after 
February 28, 1955, and ending on or before the date of enactment of 
the bill, during which such individual was on any employment roll 
(excluding time in an employment status with respect to which no 
compensation or salary was payable) of the Federal Government or 
of the municipal government of the District of Columbia, shall be 
paid as follows: 

(1) To such individual, if, on such date of enactment, he (A) 
is on any such employment roll, (B) is in the service of the Armed 
Forces of the United States, or (C) is retired under any retire- 
ment law or retirement system for civilian officers and employees 
in or under the Federal Government or the municipal government 
of the District of Columbia; or 

(2) to the survivor or survivors, in accordance with the order 
of precedence and other provisions contained in the act of August 
3, 1950 (Public Law 636, 8ist Cong.), as amended (5 U.S. C., 
secs. 63f-63k), relating to the settlement of the accounts of 
deceased Government officers and employees, of any such 
individual who has died prior to such date of enactment, if, at 
the time of his death, such individual was (A) on any such 
employment roll, (B) in the service of the Armed Forces of the 
United States, or (C) retired under any such retirement law or 
retirement system. 

The order of precedence for payment to survivors specified in the 
act of August 3, 1950, is as follows: First, the beneficiary or benefi- 
ciaries appropriately designated by the deceased officer or employee; 
second, the widow or widower of such officer or employee; third, the 
child or children of such officer or employee and descendants of 
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deceased children by representation; fourth, the parent or parents of 
such officer or employee; and fifth, the legal representative of the 
estate of such officer or employee or, if none, to the person or persons 
determined to be entitled thereto under the laws of the domicile of 
the officer or employee. 

It may be noted that the language of subsection (a) of section 10 
expressly provides for payment of the increase in compensation or 
salary for the retroactive period to the survivor or survivors of a 
deceased individual only in the case in which such individual dies 
prior to the date of enactment of the bill. If the individual dies on 
or after such date of enactment, his right to receive payment of such 
increase would have vested in him during his lifetime under that part 
of subsection (a) which provides for payment to an individual on the 
employment rolls on such date. Consequently, the survivor or sur- 
vivors of such individual would be entitled to receive payment of 
the unpaid amount of such increase as an item of the employment 
account of such individual to be settled under the provisions of the 
act of August 3, 1950, in the same manner as such act applies with 
respect to the settlement of accounts of deceased Government officers 
and employees generally. 

Subsection (b) of section 10 provides that, in the case of an indi- 
vidual who is relieved from training and service in the Armed Forces 
of the United States or who is discharged from hospitalization follow- 
ing such training and service, the period provided by law for the 
mandatory restoration of such individual to a position in or under 
the Federal Government or the municipal government of the District 
of Columbia also shall be deemed to be service in the Armed Forces of 
the United States for the purposes of section 10. This mandatory 
restoration period of 90 days in the case of relief from such training 
and service and 90 days after relief from not more than 1 year of 
such hospitalization is established by section 9 of the Universal 
Military Training and Service Act (50 App. U.S. C., sec. 459). 


EXCLUSION FROM SALARY INCREASES PROVIDED BY THE BILL OF OFFI- 
CERS AND EMPLOYEES UNDER CLASSIFICATION ACT OF 1949 ENTITLED 
TO SALARY INCREASES UNDER POSTAL FIELD SERVICE COMPENSATION 
ACT OF 1955 


Section 11 of the bill provides, in effect, that an officer or employee, 
who is in a position subject to the Classification Act of 1949, as 
amended, which will be reclassified in the postal field service under 
the Postal Field Service Compensation Act of 1955 (Public Law 68, 
84th Cong.) and who is entitled to receive an increase in basic salary 
by reason of section 701 of the latter act, shall not be entitled to re- 
ceive the increase provided by this bill for officers and employees sub- 
ject generally to the Classification Act of 1949, as amended, for any 
period for which he is entitled to receive such increase in basic salary 
under the Postal Field Service Compensation Act of 1955. 

Section 701 of the Postal Field Service Compensation Act of 1955 
provides, in pertinent part, that the basic salary of each “employee” 
paid under the Classification Act of 1949, as amended, shall be in- 
creased by 6 percent, effective March 1, 1955. The term “employee,” 
as defined for purposes of the Postal Field Service Compensation Act 
of 1955, restricts the class of employees paid under the Classification 
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Act of 1949, as amended, who receive such basic salary increase under 
such section 701, to those officers and employees who are in the postal 
field service and whose positions are to be reclassified in the postal 
field service in accordance with the Postal Field Service Compensation 
Act of 1955. 

Since the references in this bill to officers and employees do not 
exclude specifically employees in the abovementioned has covered 
by the Postal Field Service Compensation Act of 1955, the provisions 
of section 11 are included in the bill in order to avoid the possibility 
of any inference that such employees will be entitled to receive under 
this bill increases in basic salary for any period for which they are 
entitled to receive such increases under section 701 of the Postal 
Field Service Compensation Act of 1955. Section 11 of the bill insures 
that such is not the case. 


NUMBER OF POSITIONS IN GRADES 16, 17, AND 18 OF GENERAL SCHEDULE 
OF CLASSIFICATION ACT OF 1949 


Section 12 of the bill amends, repeals, and consolidates existing 
provisions governing the number of positions allowable in grades 16, 
17, and 18 of the general schedule of the Classification Act of 1949— 
the so-called supergrade positions. 

Subsection (a) of section 12 amends section 505 of the Classification 
Act of 1949, as amended (5 U.S. C., see. 1105). Such section 505, as 
now in effect, provides— 

(1) That no position shall be placed in grade 16 or grade 17 
of the general schedule except by action of, or after prior approval 
by, the United States Civil Service Commission; 

(2) That no position shall be placed in or removed from grade 
18 of the general schedule except by the President, upon recom- 
mendation of the United States Civil Service Commission; 

(3) That at any one time there shall not be more than 400 
positions in grade 16, not more than 115 positions in grade 17, 
and not more than 35 positions in grade 18, of the general sched- 
ule; and 

(4) That the number of positions of senior specialists in the 
Legislative Reference Service of the Library of Congress allo- 
cated to grade 16, 17, or 18 of the general schedule by reason of 
the proviso contained in section 203 (b) (1) of the Legislative 
Reorganization Act of 1946 (2 U. S. C., see. 166 (b) (1)) shall 
be in addition to the number of positions authorized to be placed 
in such grades as specified above. 

However, in addition to the number of positions which are author- 
ized to be placed in grades 16, 17, and 18 of the general schedule under 
section 505 of the Classification Act of 1949, certain of the various 
appropriation acts and other laws (including certain reorganization 
plans) have authorized, from time to time, the placing of additional 
numbers of positions in grades 16, 17, and 18 of the general schedule. 
In some instances this has been done without regard to any of the 
restrictions of section 505. In most instances, however, only the 
overall maximum limitation of 550 positions has been waived, the 
standards and procedures of that section continuing to apply. At the 
present time, a total of 1,181 positions have been authorized for 
grades GS-16, 17, 18 of the general schedule. Of these positions, 631 





FEDERAL EMPLOYEES SALARY INCREASE ACT oF 1955 25 


exist under 19 authorities other than section 505 of the Classification 
Act of 1949. | 

Therefore, section 505 of the Classification Act of 1949, as now in 
effect, in and of itself does not even approximately reflect the existing 
state of the law with respect to the total number of positions which 
may be placed in grades 16, 17, and 18 of the general schedule—the 
so-called supergrades. Such section 505 is only 1 of 20 different 
authorities authorizing positions in these grades. This situation sub- 
verts the original intent and purpose of section 505 of the Classification 
Act of 1949. 

The committee believes it would be highly desirable if the Congress 
could look to 1 law and 1 agency of the executive branch, namely the 
United States Civil Service Commission, for overall authorization and 
control of the allocation of positions to these top grades of the Classi- 
fication Act of 1949. The provisions of section 12 of the bill are aimed 
in that direction. 

The committee also recommends that the Director of the Bureau 
of the Budget exercise his full powers to disapprove requests of agen- 
cies of the executive branch, in connection with appropriation esti- 
mates or otherwise, for individual exceptions from the new numerical 
limitation of 1,200 proposed in this bill when it is enacted into law. 
If there should develop strong need for increasing this figure above 
the statutory maximum, the committee would expect the United 
States Civil Service Commission to present the matter promptly to 
the Committee on Post Office and Civil Service of the House of Rep- 
resentatives and the Committee on Post Office and Civil Service of 
the Senate for appropriate modification. 

In order to consolidate the provisions of existing law relating to 
the number of positions which may be placed in grades 16, 17, and 18 
of the general schedule and enable the usual and ordinary legislative 
procedures and processes (in accordance with appropriate committee 
jurisdiction) to obtain in connection with future legislative proposals 
concerning all such matters, section 12 of the bill contains provisions, 
as follows: 

First, subsection (a) of section 12 of the bill amends the existing 
section 505 of the Classification Act of 1949 to the following effect: 

(1) Subsection (a) of such section 505 provides that no position shall 
be placed in grade 16, 17, or 18 of the general schedule except by action 
of, or after prior approval by, a majority of the Civil Service Com- 
missioners; 

(2) Subsection (b) of such section 505 provides that a majority of 
the Civil Service Commissioners are authorized to establish and 
(from time to time) revise the maximum number of positions (not to 
exceed 1,200) which may be in grades 16, 17, and 18 of the general 
schedule at any one time. However, under this authority such maxi- 
mum number of positions shall not exceed 325 for grade 17 and 125 
for grade 18. Moreover, the number of positions which may be placed 
in grades 16, 17, and 18 under this authority does not include certain 
positions of senior specialists in the Legislative Reference Service of 
the Library of Congress, certain positions in the General Accounting 
Office, and certain positions in the Federal Bureau of Investigation, 
United States Department of Justice, which may be placed in grades 
16, 17, and 18 under subsections (c), (d), and (e) of the new section 505 
of the Classification Act of 1949, as contained in section 12 of the bill. 
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Finally, it is required that the United States Civil Service Commission 
shall report annually to the Congress (a) the total number of positions 
established by the above-mentioned majority of the Civil Service Com- 
missioners for grades 16, 17, and 18 of the general schedule and (6) 
the total number of positions so established for each such grade; 

(3) Subsection (c) of such section 505 continues the existing provi- 
sion of section 505 relating to senior specialists in the Legislative 
Reference Service of the Cama of Congress. Such provision is 
rephrased in more explicit language but the effect of the provision 
remains unchanged; 

(4) Subsection (d) of such section 505 authorizes the Comptroller 
General of the United States, subject to the procedures prescribed by 
section 505, to place a total of 25 positions in the General Accounting 
Office in grades 16, 17, and 18 of the general schedule. These positions 
are to be in addition to the number of positions authorized to be 
placed in such grades by a majority of the Civil Service Commissioners 
under the new subsection (b) of section 505; and 

(5) Subsection (e) of such section 505 authorizes the Director of 
the Federal Bureau of Investigation, United States Depertment of 
Justice, without regard to any of the provisions of section 505, to 
place a total of 37 positions in the Federal Bureau of Investigation in 

ades 16, 17, and 18 of the general schedule. These positions are to 

e in addition to the number of positions authorized to be placed in 
such grades by a majority of the Civil Service Commissioners under 
the new subsection (b) of section 505. 

Second, subsection (b) of section 12 of the bill provides that posi- 
tions in grade 16, 17, or 18, as the case may be, of the general schedule 
of the Classification Act of 1949, as amended, immediately prior to the 
effective date of section 12, shall remain on and after such effective 
date, in their respective grades, until other action is taken under the 
applicable provisions of section 505 of such act as in effect on and 
after such effective date. The purpose of this provision is (1) to 
continue in such grades those positions which are currently in such 
grades under authority of the respective existing provisions of law 
relating thereto until other appropriate action is taken under the new 
section 505 with respect to placement of positions in such grades and 
(2) to continue the authority for the payment of the compensation of 
individuals in such positions. 

Third, subsection (c) of section 12 of the bill repeals certain parts of 
laws and certain reorganization plans under which certain positions 
(in addition to those provided for under the existing sec. 505 of the 
Classification Act of 1949) are currently placed in grades 16, 17, and 
18 of the general schedule. 


EFFECTIVE DATES 


Section 13 of the bill prescribes the several dates on which the pro- 
visions of the respective sections of the bill are to become effective 
and provides that, only for the purpose of determining the amount of 
insurance for which an individual is eligible under the Federal Em- 
ployees’ Group Life Insurance Act of 1954, changes in rates of com- 
— or salary which result from the enactment of the bill shall 

effective on the first day of the first pay period which begins on or 
after the date of enactment of the bill. 
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Section 13 of the bill is to become effective on the date of enactment 
of the bill in order to make effective those provisions which establish 
the effective dates for the other sections of the bill. 

The respective sections of the bill (other than sec. 13) are to take 
effect as follows: 

(1) The first section (providing a short title for the proposed new 
salary increase law), section 2 (providing increases in the rates of 
basic compensation of officers and employees subject to the Classi- 
fication Act of 1949, as amended), section 3 (providing increases in the 
rates of basic compensation of certain officers and employees in or 
under the judicial branch of the Federal Government), section 4 
(providing increases in the rates of compensation of certain officers 
and employees in or under the legislative branch of the Federal 
Government), section 5 (increasing the maximum limitation on the 
rates of compensation payable to directors, officers, and employees 
of certain banks and production credit corporations and associations 
under the Farm Credit Act of 1933), section 6 (providing increases in 
the rates of basic compensation pavable to officers and employees in 
the Department of Medicine and Surgery in the Veterans’ Adminis- 
tration), section 7 (providing increases in the rates of basic com- 
pensation of certain officers and employees subject to the Foreign 
Service Act of 1946, as amended), and section 9 (imposing a maximum 
limitation of $14,800 with respect to the rates of compensation in- 
creased by the bill) are to have retroactive effect as of the first day of 
the first pay period which began after February 28, 1955. 

(2) Section 8 (granting authority for corresponding retroactive 
increases by administrative action in the rates of compensation of 
certain officers and employees of the Federal Government and the 
government of the District of Columbia whose rates of compensation 
are normally fixed by administrative action pursuant to law), section 

0 (defining the classes of individuals to whom the increases in com- 
pensation for the retroactive period covered by the bill are payable), 
section 11 (relating to the ineligibility of certain officers and employees 
who receive salary increases under the Postal Field Service Compensa- 
tion Act of 1955 to receive the salary increases provided by the bill), 
and section 12 (amending, repealing, and consolidating existing 
provisions of law governing the maximum number of positions allow- 
able in grades 16, 17, and 18 of the general schedule of the Classi- 
fication Act of 1949, as amended) are to take effect on the date of enact- 
ment of the bill into law. 

Subsection (c) of section 13 establishes the first day of the first pay 
period which begins on or after the date of enactment of the bill as 
the date on which the changes in rates of compensation or salary 
made by the bill take effect for the purpose of determining the amount 
of insurance for which an officer or employee is eligible under the 
Federal Employees’ Group Life Insurance Act of 1954 (Public Law 
598, 83d Cong.). 

The Federal Employees’ Group Life Insurance Act of 1954 provides 
that a Government officer or employee is eligible to be insured for an 
amount approximating his annual compensation. ‘This bill will pro- 
vide increases in the annual compensation or salarics of certein of 
these officers and employees not only prospectively but retroactively, 
thus affecting the amount of insurance for which certain of such officers 
and employees are eligible. Because the increase provided by this 
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bill is retroactive in part, certain problems could arise as a result of 
such retroactivity if this subsection were omitted from the bill. For 
example, certain problems could arise (1) as to the liability of the 
officer or employee to pay premiums for insurance based on this 
increased annual compensation retroactive to the effective date of 
the increase, (2) as to the amount of insurance which a deceased 
officer or employee who died during the retroactive period was eligible 
to be insured.for at the time of his death, and (3) as to the amount of 
insurance which an officer or employee who retired during the retro- 
active period was eligible to be insured for at the time of his retire- 
ment. Therefore, in order to avoid any such problems, subsection 
(c) of section 13 provides that the increases provided by the bill will 
take effect on the first day of the first pay period which begins on or 
after the date of enactment only for the purpose of determining the 
amount of insurance which an officer or employee is eligible to be 
insured for under the Federal Employees’ Group Life Insurance Act 
of 1954. Thus, those officers and employees who will become eligible 
for increased amounts of insurance, by reason of the increases provided 
by reason of the enactment of this bill, will become eligible for such 
increased amounts of insurance only for the future, and the respective 
amounts of insurance for which they are eligible during the retroactive 
period of the increase provided by the bill will remain unchanged. 


CHANGES IN Existinac Law 


In compliance with clause 3 of rule XITI of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 603 (b) aNp (c) oF THE CLASSIFICATION AcT oF 1949, as AMENDED 


{(b) The compensation schedule for the General Schedule shall be as follows: 


Per annum rates 
$2,660 $2,740 
2, 910 2, 990 
3, 110 3, 190 
3,335 3, 415 
3, 660 3, 785 

4,045 4,170 

4,455 4, 580 

4,870 4,995 

5, 435 

5,875 

6, 540 

7,640 


rf 
8, 960 
10, 200 
11, 550 
12, 600 


’ 
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(b) The compensation schedule for the General Schedule shall be as follows: 


Grade Per annum rates 
£2,700 #2, 800 
8,060 8, 150 
3, 800 8, 400 
3,475 8, 676 
$,850 4,000 
4, 425 
4, 875 
5,325 
§, 800 
6, 275 
6, 825 
8, 050 
9, 350 
10, 650 
11,950 
13, 260 
14, 350 
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{(c) (1) The compensation schedule for the Crafts, Protective, and Custodial 
Schedule shall be as follows: 


Per annum rates 

$1,810 $1,870 $1,930 $1,890 $2,050 $2,110 $2,170 
2, 420 2, 490 2, 560 2, 630 2, 700 2,770 2, 840 
2, 552 2, 632 2,712 7 2, 872 2, 952 3, 032 
2, 750 2, 830 2,910 ft 3, 070 3, 150 , 230 
2, 974 3, 054 3, 134 > an 3, 24 3, 374 3, 454 
3, 200 3, 280 3, 360 3 3, 520 3, 600 3, 680 
3, 435 3, 535 3, 635 738 3, 835 3, 935 4, 035 
3, 740 3, 865 3, 990 4, 240 4, 365 4, 490 
4,150 4,275 4, 400 ; 4, 650 4,775 4, 900 
Cer eeidicisescusancctocs as 4, 565 4, 690 4,815 5, 065 5, 190 5, 315 


{(2) Charwomen working part time shall be paid at the rate of $2,700 per 
annum, and head charwomen working part time at the rate of $2,840 per annum.J 


(c) (1) The compensation schedule for the Crafts, Protective, and Custodial Schedule 
shall be as follows: 


Per annum rates 
£1,970 £2,040 $2,110 #2, 180 
z,630 2,710 2,790 2,870 
2,800 2,900 8,000 8,100 
2, 150 3,250 8, 350 $, 450 
3, 400 3, 600 3,600 
8,675 8,775 8, 875 
4,000 4,150 ? 
4, 495 4,875 
728 4, 875 5, 025 17 5,625 
, 6,325 6, 476 6,625 6, 076 


(2) Charwomen working part time shall be paid at the rate of $2,870 per annum, 
and head charwomen working part time at the rate of $3,030 per annum. 


~ 
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£2, 320 
3; 080 
$, 300 
3 650 
3,900 
4,176 
4,750 
6,175 
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Section 753 (e) or Trrue 28, Unirep States Copr 


(e) Each reporter shall receive an annual salary to be fixed from time to time 
by the Judicial Conference of the United States at not less than $3,000 nor more 


than [$6,000] $6,600 per annum. All supplies shall be furnished by the reporter 
at his own expense, 


Secrion 2 (a) anp (b) or THE Act or OcToperR 24, 1951 


Sec. 2. (a) Each officer and employee in or under the legislative branch of the 
Government [(other than an employee in the office of a Senator) ] whose rate of 
compensation is increased by section 5 of the Federal Employees Pay Act of 1946 
shall be paid additional compensation at the rate of 10 per centum of the aggre- 
gate rate of his basic compensation and the rate of the additional compensation 
received by him under sections 501 and 502 of the Federal Employees Pay Act of 
1945, as amended, section 301 of the Postal Rate Revision and Federal Employees 
Salary Act of 1948, and the provisions under the heading “Increased pay for 
legislative employees’ in the Second Supplemental Appropriation Act, 1950, 
except that (1) no such officer or employee shall be paid additional compensation 
at a rate less than $300 per annum or in excess of $800 per annum, and (2) em- 
ployees paid on an hourly or part-time basis shall be paid additional compensation 
at the rate of 20 cents per hour. 
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(b) The provisions of section 603 (b) of the Federal Employees Pay Act of 
1945, as amended, section 7 (b) of the Federal Employees Pay Act of 1946, as 
amended, section 303 (c) of the Postal Rate Revision and Federal Employees 
Salary Act of 1948, and the provisions of paragraph (b) under the heading 
“Increased pay for legislative employees” in the Second Supplemental Appro- 
priation Act, 1950, shall not apply to officers or employees subject to the pro- 
visions of subsection (a) or to employees in the offices of Senators, but no such 
officer or employee, or any other officer or employee of the Senate or House of 
Representatives, shall be paid with respect to any pay period basic compensa- 
tion or basic compensation plus additional compensation at a rate in excess of 
[$11,646] $72,810 per annum unless expressly authorized by law. 





Seconp Proviso In PaRAGRapH In LecistaTiveE Brancw Appropriation Act, 
1947, ReLaTinc To tHe AvtTHorRity or Senators To REARRANGE Basic 
SALARIES OF EMPLOYEES IN THEIR RESPECTIVE OFFICES 


CProvided further, That no salary shall be fixed under this paragraph at a basic 
rate of more than $5,880 per annum, except that the salary of one employee, other 
than the administrative assistant, in the office of each Senator may be fixed at a 
basic rate of not more than $7,320 per annum and the salary of the administrative 
aioe to each Senator may be fixed at a basic rate of not more than $8,400 per 
annum: 


ParaGrRapH DesicgNatep ‘“Fotpinc Documents” Unver Heapine ‘“‘Conttn- 
GENT EXPENSES OF THE SENATE”’ IN LEGISLATIVE APPROPRIATION Act, 1955 


Folding documents: For the employment of personnel for folding speeches and 
amphiets at a gross rate of not exceeding [$1.50] $7.65 per hour per person, 
27,000. 


ParRAGRAPH DrEsIGNATED ‘‘FoLpING Documents” Unppr Heanpina ‘‘ContTINGENT 
Expenses oF THe House” in Lecisuative APPROPRIATION Act, 1955 


Folding documents: For folding speeches and pamphlets, at a gross rate not 
exceeding [$2] $2.20 per thousand or for the employment of personnel at a gross 
rate not exceeding [$1.50] $1.65 per hour per person, $125,000. 





PaRAGRAPH UND™uR THE Heapinc “INcREASHD Pay For L&GIsLATIVE EM- 
PLOYEES” IN THE SECOND SUPPLEMENTAL APPROPRIATION Acrr, 1950 


INCREASED PAY FOR LEGISLATIVE EMPLOYEES 


That (a) each officer or employee in or under the legislative branch of the 
Government [(other than an employee in the office of a Senator) whose rate of 
compensation is increased by section 5 of the Federal Employees Pay Act of 1946 
shall be paid additional compensation at the rate of 5 per centum of the aggregate 
rate of his basic compensation and the rate of the additional compensation 
received by him under sections 501 and 502 of the Federal Employees Pay Act 
of 1945, as amended, and section 301 of the Postal Rate Revision and Federal 
Employees Salary Act of 1948. 





Section 66 of tHE Farm Crepitr Act or 1933 


Sxc. 66. No director, officer, or employee of the Central Bank for Cooperatives, 
or of any production credit corporation, production credit association, or bank 
for cooperatives shall be paid compensation at a rate in excess of [$13,800] 
$14,800 per annum. 





Section 8 (d) or Pusiic Law 293, 79TH CoNnGREss 


(d) Any person, rated as a medical, surgical, or dental specialist under the 
provision of this section, shall receive, in addition to his basic pay, an allowance 
equal to 25 per centum of such pay: Provided, That in no event shall the pay 
plus the allowance authorized by this subsection exceed [$12,800] $14,080 
per annum. 
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ADDITIONAL VIEWS 


These accompanying views are submitted to reiterate our firm con- 
viction that the salary increase for classified Federal employees should 
be at least 8 percent, instead of the 7.5 percent provided for in the 
reported bill, and to make clear that agreement to report the bill does 
not alter that conviction. An increase of 8 percent is essential to 
maintain parity of salaries for postal and classified employees. 

Aside from this fundamental difference, however, the reported bill 
is @ constructive measure, and it is with a feeling of unmixed satis- 
faction that we contemplate the early completion, in the 1st session 
of the 84th Congress, of action to give both postal and classified em- 
ployees of the Government their long-awaited salary increases—in- 
creases which the 83d Congress did not provide. 

In our judgment, also, it is both appropriate and advisable at this 
time to take stock of the situation and to spread on the record the 
facts with respect to the salary increases for Federal employees which 
now are assured in this Congress. 

It would be easy, in the first flush of enthusiasm, to overlook certain 
important factors which entered into the approval by the House 
Post Office and Civil Service Committee of this legislation to increase 
the salaries of our 1 million classified Federal employees. We should 
carefully note and remember, for future guidance, the long and often 
discouraging fight for fair pay adjustments for both postal and classi- 
fied emplovees. Had it not been for this resolute struggle—all the 
way down from the very beginning in the 83d Congress to the present- 
there would have been no pay legislation for classified employees even 
remotely comparing in benefits to the reported bill. 

Last year the administration proposed a bill, for example, which 
would have provided no increases at all in grades GS-1 and GS-2, a 
$50 increase in GS-3, and a $75 increase in GS-4. The proposal was 
heavily weighted in favor of the higher grades. It was not a “pay 
increase,” but a readjustment of pay schedules, or “reclassification,” 
to provide more money for higher positions. It ignored the needs of 
Federal employees and their entitlement to a fair salary adjustment. 

The reported bill, in sharp contrast, will provide average raises of 
$205 for each employee in grade GS-1, $220 for each one in GS-2, 
$235 for each one in GS-3, and $255 for each one in GS-4—the salary 
grades where cost-of-living increases are most urgently needed. The 
difference in these grades, which include over 40 percent of classified 
employees, often is the difference between a reasonable standard of 
living and having to do without bare necessities of life. 

This comparison is set forth completely in the schedule (exhibit A) 
following these views, which further demonstrates the greatly in- 
creased Ronatin of the reported bill over the original proposal. 

We think it is entirely a fair statement to say that comparatively 
little of the benefits, amounting to nearly half a billion dollars for 
postal and classified employees together, would have been provided 
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without the long, hard fight for their rights—a fight in which we were 
proud to take part. 

This year, the administration recommended an average increase for 
the great bulk of classified employees of 5 percent, as compared to the 
7% percent in the reported bill, These employees, therefore, will 
receive an average of nearly 50 percent more than the administration 
was willing to give even as late as last month, and some will receive as 
much as 80 percent more. This results from fairer distribution in the 
reported bill of the amount of the increase, which is applied to each 
step in each grade whereas the proposal last year would have given 
the biggest percentage increases to the entrance steps. 

Our unalterable conviction that an 8-percent increase should be 
given each and every classified Federal employee to place his salary 
in proper relationship to those of postal workers is based first of all 
upon the record of salary legislation for these two groups over the 
past quarter century. We feel that the great majority of Members 
of the House of Representatives share this opinion. 

During the period from 1926 to the end of World War II in 1945 
postal workers lagged far behind in pay increases. In what was 
probably an effort to make up for this unfortunate treatment, the 
tendency of Congress beginning in 1945 has been to grant postal 
employees salary increases somewhat higher than those granted classi- 
fied Federal employees. The overall record (see exhibit B), however, 
discloses that as of the present time a relatively fair and balanced 
relationship has been achieved between salaries of postal and classified 
workers. One example, evidencing the intent of Congress to maintain 
this balanced relationship, was the $120 increase granted each postal 
employee in November 1949, immediately after the Classification Act 
of 1949 granted upward adjustments averaging $140 for each classified 
employee. 

This policy of Congress to establish and continue a definite relation- 
ship between the salaries of postal and classified Federal employees is 
both equitable and practicable. To disturb it now is most inadvisable 
as well as unfair. 

As a matter of fact, in this connection, any contention that postal 
workers have received only an 8-percent increase is erroneous. Some 
65 percent of the postal employees actually received increases averag- 
ing 8.3 percent or better. City carriers, distribution clerks, window 
clerks, and motor-vehicle operators will receive increases averaging 
8.35 percent. Postmasters and supervisors will receive a much higher 
average increase, as shown in the appendix which is a part of the 
minority views printed in House Report No. 224, accompanying H. R. 
4644. We are reasonably certain, moreover, that when the budget 
figures are presented next January it will be found that the postal pay 
increase costs 8.4 percent of payroll or even more—a far cry from the 
8-percent figure now contended. 

Thus, without in any way implying that such increases for postal 
workers are excessive—for we fought for higher increases and know 
they are richly deserved—it is apparent, nevertheless, that if the 7.5- 
percent increase for classified employees is finally approved it will 
create a new and unjustified lag in their salaries as compared with 
those of postal employees. If this is done, it is not only possible but 
probable that Congress in the near future will be faced with the 
necessity of correcting this inequity. 
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Nor is our support of an 8-percent increase founded on equitable 
considerations alone. Classified Federal employees have fully earned 
such an increase. Along with postal employees, they have contributed 
a major share to keeping the cost of Government at a reasonable 
figure by redoubling their efforts and increasing their efficiency and 
productivity. They have not received proper recognition in terms of 
salary adjustments over the past number of years. The result has 
forced them to fall far behind in the economic scale as well as the cost- 
of-living scale. This legislation will at least partly rectify the situa- 
tion. We have agreed, therefore, to report the bill with the 7.5- 
percent increase in order to bring the measure to the floor without 
unnecessary delay, although we remain strongly convinced that the 
increase should be 8 percent to do full justice to our classified Federal 
employees. We accordingly reserve our rights to continue seeking 
that objective. 

Joun E. Moss, Jr. 
Dante B. Fasce.u. 
Cuer Ho.trrevp. 

T. James Tumutry. 
Gracie Prost. 

Jort T. Broyattt. 
Georce M. Ruopss. 
James H. Morrison. 
Joun LeEsINsKI. 


Exuisir A.—Comparison of reported bill and earlier salary proposal 





Reported bill Administration’s first bill 





Grade and step Increase 


Employees ple red Amount Increase | Percent 


each step) 





$190 $684, 950 None None 
195 116, 415 None None 
| Se Se eee Sie 200 69, 800 None None 
OO, Se ee 12 205 63, 960 None None 
REE : 210 39, 690 None None 
q 215 46, 085 None None 

220 223, 520 None None 


205 6, 399, 740 None None 
210 2, 675, 190 None None 
215 2, 146, 130 , None None 
220 2, 051, 500 None None 
225 1, 287, 450 None None 
230 1, 464, 640 None None 
235 5, 118, 835 None None 





225 
230 
235 
240 
245 
250 | 








220 8, 064, 980 


5, 883, 975 
5, 439, 960 
4, 131, 770 
2, 986, 080 
3, 727, 920 
12, 485, 000 


4, 803, 840 
4, 300, 485 
3, 499, 500 
2, 675, 715 
2, 595, 580 
3, 938, 165 
9, 626, 310 
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1, 832, 950 
1, 307, 550 
1, 182, 600 


1, 316, 475 


748, 725 
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Exutsir A.—Comparison of reported bill and earlier salary proposal—Continued 






























































Reported bill Administration’s first bill 
Grade and step Increase 
Employees pied ad Amount Percent Amount 
each step) 
255 $3, 843, 360 5. 54 $2, 863, 680 
265 3, 253, 405 5. 37 2, 332, 630 
275 3, 136, 925 5.19 2, 167, 330 
285 3, 844, 365 5.02 2, 562, 910 
295 3, 105, 465 4.85 2, 000, 130 
305 2, 508, 930 4. 67 1, 562, 940 
315 7, 119, 000 4.50 4, 294, 000 
285 1, 497, 105 5. 40 1, 076, 865 
295 1, 408, 035 5. 23 978, 465 
305 1, 278, 560 5.06 859, 360 
315 1, 217, 475 4.89 792, 325 
325 1, 375, 400 4.72 867, 560 
335 1, 357, ORS 4. 55 830, 455 
345 3, 560, 745 4.38 2, 115, 805 
315 5, 779, 305 4. 63 3, 571, 665 
325 4, 822, 025 4. 50 2, 893, 215 
335 3, 865, 565 4.37 2, 250, 105 
345 3, 495, 885 4.24 1, 975, 935 
355 2, 307, 500 4.11 1, 267, 500 
365 2, 388, 195 3.98 1, 275, 885 
375 7, 828, 875 3. 85 4,071, 015 
345 1,071, 225 3.89 558, 900 
355 1, 045, 120 3.79 62), 920 
365 859, 575 3. 69 423, 900 
375 885, 000 3. 59 442, 800 
385 1, 406, 405 3.49 657, 540 
395 779, 335 3.39 355, 140 
405 2, 090, 610 3. 29 929, 160 
380 6, 152, 580 4.74 3, 885, 840 
390 6, 044, 220 4.63 3, 719, 520 
pinasubabeceabed 10, 649 400 4, 259, 600 4.42 2, 555, 760 
ae See ees 9, 439 410 3, 849, 990 4.41 2, 285, 360 
Bes Os ee 5, 763 420 2, 422, 560 4. 30 1, 384, 320 
iiabcepbinaiainisinnel 4, 875 430 2, 096, 680 4.19 1, 170, 240 
Bae Re er 16, 069 440 7, 070, 360 4.08 3, 856, 560 
2, 363 415 79, 645 5.45 708, 900 
1, 883 430 809, 690 8, 33 564, 900 
2, 105 445 936, 725 5. 21 631, 500 
1,518 460 698, 280 5,09 455, 400 
2, 035 475 965, 625 4.97 610, 500 
1,344 490 658, 560 4.85 403, 200 
2, 468 505 1, 246, 340 4.73 740, 400 
17, 034 445 7, 580, 130 7.74 7, 838, 640 
12, 608 460 5, 799, 680 7.49 5, 799, 680 
7, 623 475 3, 410, 925 7.25 3, 508, 580 
5, 317 490 2, 605, 330 7.01 2, 445, 820 
2, 990 505 1, 509, 950 6. 76 1, 375, 400 
005 520 3, 642, 600 6. 51 3, 300 
8, 920 530 4, 727, 600 6. 53 4, 103, 200 
9, 261 545 5, 047, 245 6.35 4, 260, 060 
5, 968 560 3, 340, 080 6.18 2, 745, 280 
3, 185 75 1, 831, 375 6. 02 1, 465, 100 
2, 165 590 1, 277, 3 5.87 995, 900 
5, 433 605 3, 286, 965 5. 73 2, 499, 180 
6, 485 625 4, 053, 125 5. 26 2, 853, 400 
75 640 3, 696, 000 5.14 2, 541, 000 
3, 520 655 2, 305, 600 440 5.02 1, 548, 800 
1, 786 67 1, 196, 620 449 4.90 785, 840 
1, 328 685 909, 680 440 4.78 584, 320 
2, 858 700 2, 000, 600 440 4. 66 1, 257, 520 
2, 623 720 1, 888, 560 600 6. 25 1, 573, 800 
2,451 735 1, 801, 485 600 6.12 1, 470, 600 
, 432 750 1, 074, 000 600 6. 00 859, 200 
765 501, 075 600 5.88 393, 000 
450 780 341, 000 600 5.76 270, 000 
1, 121 795 891, 195 600 5. 64 672, 600 
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Exarsit A.—Comparison of reported bill and earlier salary proposal—Continued 
































Reported bill Administration’s first bill 
Grade and step Increase 
Employees a Amount Increase Percent Amount 
each step) 

GS-15: 
Olle Poo se oon 1, 285 810 | $1, 040, 850 $800 7.40 $1, 028, 000 
GD 93 sniodcassdeese 1,044 830 866, 520 800 7.24 835, 200 

GE Bh, waScc~dubidnde 706 850 600, 100 800 7.08 

| SE 93 870 80, 910 800 6.92 74, 400 
0 SS a 922 890 820, 580 800 6.76 737, 600 

GS-16: 
EP Ria tii in asidncadas 169 900 152, 100 800 6. 66 135, 200 
| baa 124 915 113, 460 600 4.91 74, 400 
GARG 4 bind intidqpawicedagt 145 930 134, 850 400 3.19 58, 000 
eg POOREST ll 945 10, 395 200 1.58 2, 200 
aa 18 960 17, 280 POOF Fencncccvncutebddsiedidas 

8-17: 
SED Riianntiewsaernadanl 96 975 93, 600 800 6.15 76, 800 
__ , SRST 48 rt) 49, 520 600 4. 54 28, 300 
MO sivas sckasitbelcorioen 27 1, 005 27, 135 400 2. 98 10, 800 
Se 1 1, 020 1, 020 200 1. 50 200 
SORES 7 820 5, 740 pS EES See ; 
CL ETE 81 None None None None None 
I intizictthetinck | Cie Lone gt Seem eee fe 





Exuisit B 
Recent SaLary INCREASES FOR FEDERAL CLASSIFIED AND PostaL EMPLOYEES 


1. Effective July 1, 1945, under Public Law 134, 79th Congress, postal employees 
paid on an annual basis received an increase of $400 annually, with proportionate 
increases for hourly employees and fourth-class postmasters. 

2. Effective January 1, 1946, under Public Law 386, 79th Congress, approved 
May 21, 1946, postal employees paid on an annual basis received an increase of 
$400 annually, hourly employees received an increase of 20 cents an hour, and 
fourth-class postmasters received a 20-percent increase. 

3. Effective June 30. 1948, under Public Law 900, 80th Congress, postal 
employees paid on an annual basis received an increase of $450 annually, hourly 
employees received an increase of 25 cents an hour, and fourth-class postmasters 
received a 25-percent increase. 

4. Effective November 1, 1949, under Public Law 428, 81st Congress, postal 
employees paid on an annual basis received an increase of $120 a year, hourly 
employees received an increase of 24 cents an hour, and fourth-class postmasters 
received a 5-percent increase. (Also, this act raised the entrance salary for 
regular employees by $200 and provided an additional $100 increase for temporary 
employees after 1 vear’s service. Three longevity grades were created for those 
who were not granted such grades under Publie Law 134, 79th Cong.) 

5. Effective July 1, 1951, under Public Law 204, 82d Congress, approved Octo- 
ber 24, 1951, postal employees paid on an annual basis received$400 annually, 
hourly employees received 20 cents an hour, the first 2 grades were eliminated, and 
employees who had not received at least 2 administrative advancements in auto- 
matic grades and who had entered the postal service after July 1, 1945, received 
either a 1- or 2-grade advancement. Postmasters and supervisors salaries were 
reclassified except for fourth-class postmasters who received a 20-percent increase 
on their present salaries. Rural carriers received a 1-cent-a-mile additional equip- 
ment allowance and the Postmaster General was authorized to grant equipment 
maintenance allowances not to exceed $3 a day for heavy-duty routes. 


FepERAL Empioyers (CLASSIFIED AND OTHERS) 


1. Effective July 1, 1945, under Public Law 106, 79th Congress, Federal em- 
ployees received a pay increase as follows: 20 percent on the first $1,200, 10 per- 
cent on the next $3,400, and 5-percent on the remainder, subject to a $10,000 
ceiling. The average increase was 15.9 percent (range from 20 to 8.9 percent). 
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2. Effective July 1, 1946, under Public Law 390, 79th Congress, Federal employ- 
ees received increases as follows: A 14-percent increase with a minimum of $250, 
subject to a $10,000 ceiling. Average increase was 14.2 percent (range from 25 
to.2 percent at ceiling). 

3. Effective June 30, 1948, under Public Law 900, 80th Congress, Federal em- 
ployees received an increase annually of $330. Average increase was 11 percent 
(range from 30.6 to 3.3 percent). 

4. Effective October 28, 1949, under Public Law 429 (Classification Act of 
1949), 8ist Congress, Federal employees received pay increases averaging $140 
annually. Individual increases ranged from 7.1 percent to 6.5 percent and the 
overall salary average under the Classification Act was increased by 4 percent. 
Three additional grades were created: GS-16, $11,200; GS-17, $12,200; and 
GS-18, $14,000. 

5. Effective on the first day of the first pay period beginning after June 30, 
1951, under Public Law 201, 82d Congress, approved October 24, 1951, Federal 
employees received a 10-percent increase with a $300 minimum and an $800 


maximum annually. Increase ranged from 19.8 to 5.7 percent. Average increase, 
10 percent. 





ADDITIONAL VIEWS BY MR. GUBSER 


I believe that the salary increase for classified Federal employees 
should be at least 8 percent and so voted during the sessions of the 
Committee on Post Office and Civil Service. However, I strongly 
urge passage of H. R. 6511 as reported from the committee. Its 
immediate passage will forestall any further delay in granting this 
much-needed increase in pay. 

Cuarues S. GuBser. 
37 
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1st Session 


—_ 


§4TH CONGRESS } HOUSE OF REPRESENTATIVES | Reporr 


No. 858 





CUSTOMS SIMPLIFICATION ACT OF 1955 





June 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


{To accompany H. R. 6040} 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 6040) to amend certain administrative provisions of the Tariff 
Act of 1930 and to repeal obsolete provisions of the customs laws, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 16, after line 10, insert: 


Sec. 5. Nothing in this Act shall be considered to repeal, modify, or supersede, 
directly or indirectly, any provision of the Antidumping Act. 1921, as amended 
(U. 8S. C., 1952 edition, title 19, sees. 160-173). The Secretary of the Treasury, 
after consulting with the United States Tariff Commission, shall review the opera- 
tion and effectiveness of such Antidumping Act and report thereon to the 
Congress within one year after the effective date of this Act. In that report, the 
Secretary shall recommend to the Congress any amendment of such Antidumping 
Act which he considers desirable or necessary to provide for greater certainty, 
speed, and efficiency in the enforcement of such Antidumping Act. 


PURPOSE 


H. R. 6040 would provide improved procedures for the valuation 
of imports and the conversion of foreign currency into dollars for 
the purpose of assessing customs duties. This will bring about 
greater speed of administration, increased certainty, and commercial 
realism in our customs laws. Your committee's bill would also 
repeal a number of obsolete provisions in these laws. 
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CUSTOMS SIMPLIFICATION ACT OF 1955 


GENERAL STATEMENT 
A. PRINCIPAL FEATURES OF H. R. 6040 


(1) Import valuation.—Section 2 of the bill would make “export 
value” the preferred basis of valuation for the purpose of assessing 
duties. “Export value” is defined as the price at which merchandise 
is freely sold to purchasers in the usual wholesale quantities in the 
ordinary course of trade for exportation to the United States with 
certain added charges. Present law provides that the higher of 
“foreign value” or ‘‘export value’”’ shall be used as the preferred basis. 
In addition, the bill redefines certain terms used in the definitions of 
“export value’, “United States value,” “constructed value,” and 
“American selling price.” 

(2) Conversion of currency.—Section 3 of the bill would simplify 
currency conversion procedures without major alteration in the 
existing statutory framework. The Secretary of the Treasury would 
be authorized to provide by regulations for the use of the foreign 
exchange rate first certified for a particular quarter of a year as long 
as the rate certified for the day of exportation does not vary by 
5 percent or more from the certified rate. This would eliminate the 
eect of present law which requires each customs collector to check 
t..e daily rate for each day’s importations. 

(3) Repeal of obsolete provisions.—Section 4 of your committee’s 
bill repeals a number of obsolete provisions of the customs laws, 


B. HISTORY OF CUSTOMS SIMPLIFICATION 


Since the enactment of the Tariff Act of 1930 many changes have 
occurred in industry and commerce which have periodically neces- 
sitated a revision of the customs administrative provisions. The 
first such revision was made by the Customs Administrative Act of 
1938 (Act of June 25, 1938, 52 Stat. 1077). In the appropriation for 
the Bureau of the Customs for the fiscal year 1948, Congress appro- 
priated funds for a survey of the Customs Service. With these funds, 
a private firm of management consultants was employed by the 
Treasury Department to make studies in management improvement, 

A bill (H. R. 5505) to simplify customs procedures passed the House 
of Representatives during the 82d Congress, but was not acted upon 
by the Senate. In the 83d Congress, H. R. 5877, the Customs Simpli- 
fication Act of 1953, and H. R. 10009, the Customs Simplification 
Act of 1954, were enacted into law. In addition, the House of Repre- 
sentatives acted favorably on H. R. 6584, but no action was taken on 
that legislation in the Senate. 

The present legislation, H. R. 6040, was favorably reported by your 
committee after full public hearings and careful consideration in 
executive session. Favorable departmental reports were received 
on the legislation from the Departments of State, Interior, Commerce, 
and Agriculture, and officials of the Department of the Treasur 
appeared before the committee in public hearing in support of the bill. 
Your committee’s bill embodies principles of customs simplification 
outlined in the President’s message to the Congress of January 10, 
1955, further prescribing the foreign economic policy of the United 
States and recommending legislation to give effect thereto. 
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Your committee is advised that the recent enactment of legislation 
simplifying customs procedures and administration has contributed 
substantially to a reduction in the backlog of unliquidated customs 
entries from an all-time high of 900,000 entries in September 1953 to 
its present level of 655,000 entries. The quarterly rate of liquida- 
tion has increased from 225,000 for the quarter ending with September 
1953 to 322,000 in the first quarter of this year. 


c€, CUSTOMS VALUATION STANDARDS 


Section 2 of your committee’s bill would amend section 402 of the 
Tariff Act of 1930, as amended, which relates to the valuation of 
imported merchandise for duty purposes. ‘Export value” would 
become the single preferred standard of valuation and is the price at 
which merchandise is freely sold to purchasers in the usual wholesale 
quantities and in the ordinary course of trade for exportation to the 
United States with costs, charges, and expenses incident to placing 
the merchandise ready for shipment added thereto. Under present 
law the higher of “foreign value” or “export value” is used but if 
neither of these can be ascertained then the “United States value” is 
used, and if that also is unascertainable, then the ‘‘cost of production” 
basis is used. Under the bill these subsidiary values with the term 
“cost of production” changed to “constructed value,” are retained for 
use when export value cannot be determined. Under the bill, as is the 
case under existing law, “the American selling price” basis of valua- 
tion is prescribed for some classes of products. 

The substance of section 2 was previously reported favorably by 
your committee and passed by the House of Representatives in 
H. R. 5505 of the 82d Congress and in H. R. 5877 and H. R. 6584 of 
the 83d Congress. The Senate Committee on Finance in acting on 
H. R. 5877 deleted the valuation provision from the bill because of the 
impossibility of holding hearings at the time the legislation was under 
consideration. The Senate did not act on H. R. 6584. 

In the light of comments made with respect to the valuation pro- 
visions of previous legislation, the Treasury Department has made a 
careful survey of the probable effect of such valuation proposals and 
resubmitted its recommendations with modifications resulting from 
that additional consideration. These modifications are reflected in 
your committee’s bill. 

A general description of the several valuation standards that would 
be in effect with the enactment of H. R. 6040 is set forth below in the 
order in which these valuation standards would be used: 

(1) Export value-——The value under this basis of valuation is the price, at the 
time of exportation to the United States, at which such or similar merchandise is 
freely sold or offered for sale in the principal markets of the exporting country in 
the usual wholesale quantities and in the ordinary course of trade for exportation 


to the United States, plus additional charges incurred to place the merchandise in 
condition for shipment. 

(2) United States value-—This basis of valuation is used when the export value 
cannot be satisfactorily determined. It is the price of the merchandise at the 
time of exportation to the United States at which such or similar merchandise is 
freely sold or offered for sale in the ordinary course of trade in the principal 
market of the United States for domestic consumption, in the usual wholesale 
quantities, packed ready for delivery, with deductions of commissions or profit 
and general selling expenses, and of expenses not included in export value. 

(3) Constructed value.—If neither the export value nor the United States value 
can be determined satisfactorily, then constructed value is used. It is the suin of 
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the cost of materials and processing thereof, the amount usually added for general 
expenses and profit, the cost of packaging, and all other expenses incident to 
readving the merchandise for shipment to the United States. 

(4) American selling price—The American selling price basis of valuation 
applies the selling price of domestic products in the United States to certain im- 
ported products which compete with the domestic products. 

The elimination of “Foreign value” as a basis of customs valuation 
would simplify and expedite customs administration by reducing 
substantially the number of investigations made abroad. in addition, 
the definition of terms used in “export value,” “United States value,” 
“constructed value,” and “American selling price” would bring the 
valuation standards more into conformity with normal commercial 
practices and thereby bring about greater certainty and speed of 
customs administration. 

The committee heard two principal objections to section 2 of H. R. 
6040. First, it was urged in public hearings and in executive session 
that it would be undesirable for the Congress to permit any reduction 
in tariff protection, however slight, to take place through a change 
in valuation standards, at least unless domestic industry had the 
assurance of protection by peril point determinations. Secondly, 
it was similarly urged that the dropping of ‘foreign value” as a basis 
for valuation for customs purposes would substantially weaken the 
enforcement of the Antidumping Act, 1921 (if it did not repeal it by 
implication), and thereby would encourage the development of two 
price systems in trade with the United States. 

Because of concern expressed as to the possible effect of these 
valuation proposals on the level of protection to domestic industry, 
your committee gave careful consideration to the tariff implications 
of the changes in valuation bases contained in section 2 of H. R. 6040. 
Witnesses from the Department of the Treasury informed your com- 
mittee that the Department had conducted a survey at representative 
ports on all borders of the United States to determine what change in 
valuation would have resulted if the proposed change had been in 
effect during the fiscal year 1954. The results of this survey were 
submitted to the committee by the Treasury Department in the public 
hearings and afforded a basis for judging the possible change in value 
resulting from this bill. The survey indicates that there would have 
been a probable decrease of 2.5 percent in total dutiable value of 
merchandise subject to ad valorem duties with a still smaller decrease 
of 2 percent in customs collections on such ad valorem goods. 
While in particular commodity groups these percentages are con- 
siderably higher, the maximum reduction in after-duty cost, which 
comes closest to measuring the change in tariff protection, would 
have been as much as 4 percent for only 1 commodity group and over 
2 percent in only 3 others. The reduction in after-duty cost for all 
imports for which value is an element of duty would average about 
one-half of 1 percent. The total value of imports which changed in 
the survey remained higher than the prices actually paid for those 
imports as indicated by the invoice values. 

Your committee was advised by Treasury representatives that, 
under the present law, a domestic industry has no assurance of the 
continuation of protection resulting from valuation based upon prices 
higher than the going price in wholesale trade with this country, 
which in substance is export value as defined in H. R. 6040. At the 
present time, and under existing law, the creation of trading conditions 
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which would compel valuation on the basis of the wholesale trade with 
the United States is largely within the control of the foreign manufac- 
turer or his government, and such changes are being made so that 
the purposes which would be accomplished by this bill are gradually 
taking place under present law. 

Moreover, subsection (e) of section 2 gives assurance that any 
possible effect on protection resulting from the amendment of the 
valuation provisions will be considered by the Tariff Commission and 
by all executive officers, in connection with tariff negotiations and 
peril point or escape clause proceedings. 

Your committee considered carefully the effect of the adoption of 
this bill on the enforcement of the Antidumping Act, 1921. The 
committee has been assured by the Treasury Department that there 
will be no weakening in the enforcement of that act. The Secretary 
of the Treasury has written to the committee stating the intention of 
the Bureau of Customs and the Department of the Treasury to con- 
tinue to obtain the information on customs invoices necessary for 


such enforcement. The letter of the Secretary of the Treasury is as 
follows: 


THe SECRETARY OF THE TREASURY, 


Washington, D. C. 
Hon. Jere Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: It has come to my attention that in the course of 
your consideration of section 2 of H. R. 6040, which would amend the valuation 
standards set forth in section 402 of the Tariff Act of 1930, concern has been ex- 
pressed that the elimination of foreign value by this amendment would interfere 
with the enforcement of the Antidumping Act, 1921. 

I wish to advise your committee that it is the firm intention of the Bureau of 
Customs and the Treasury Department to continue to require foreign value 
information as a part of the information contained in customs invoices. Conse- 
quently, the Treasury Department will continue to have available to it foreign 
value information upon which to initiate investigation of possible sales at a dump- 


ing price wherever the discrepancy between invoice price and foreign value appears 
to warrant it. 


Sincerely yours, 
G. M. Humpurey, 
Secretary of the Treasury. 


Treasury spokesmen also stated that the enactment of this bill 
would not encourage the development of a two-price system based upon 
foreign subsidization or dumping since the only effective discourage- 
ment of such practices comes from enforcement of the countervailing 
duty and antidumping laws, both of which will continue in effect. 
The committee requested the views of the Department of State on 
this question and the following letter was received: 


DEPARTMENT OF STATE, 


Washington, D. C., June 17, 1958, 
Hon. Jerr Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives. 

Dear Mr. Cooprr: I have been advised that your committee is interested in 
the views of the Department of State as to the relationship of H. R. 6040, the 
proposed Customs Simplification Act of 1955, to the position of this Government 
with respect to the maintenance and encouragement of two price systems in 
international trade. 

_ It is the policy of this Government to advocate that insofar as practicable 
international trade should be conducted on a freely competitive basis without 
governmental restriction or subsidy. This Government is opposed to those two- 
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price systems which are designed to acquire an inequitable share of world trade 
through export subsidies or unfair trade practices. 

This Department does not consider that the enactment of H. R. 6040 would be 
inconsistent with this policy in any respect. The Department of State does not 
consider that H. R. 6040 offers any encouragement to a differential between 
domestic and export prices, except those resulting from normal commercial 
differences in the transactions, Examples of such normal commercial differences 
are those which exist with respect to a number of United States exports because 
of differences in quantity, the remission of excise taxes, and the like. The 
Department considers it desirable in all countries to value imports for customs 

urposes, to the extent practicable, on the normal commercial practices in trade 
tween the countries involved. Two-price systems, in trade with this country, 
founded upon the subsidization of exports or unfair trade practices will continue 
to be subject to preventive action under the countervailing duty law applicable 
to bounties or grants contained in section 303 of the Tariff Act of 1930 and under 

the Antidumping Act, 1921. 

Sincerely yours, 
Turvuston B. Morton, Assistant Secretary. 

In order to remove any possible doubt as to the relation of H. R. 
6040 to the effective enforcement of the Antidumping Act, 1921, the 
committee adopted an amendment adding section 5 to the bill. This 
amendment sets to rest any concern as to the possibility of an implied 
repeal or modification of the Antidumping Act. It will also afford 
the Treasury an opportunity to make legislative suggestions to Con- 
gress for improvement of the administration of that act, including 
suggestions to bring about greater speed of administration, increased 
certainty for all persons affected by the antidumping law, and more 
effective protection to domestic industries against injurious dumping. 

A number of specific suggestions for amendments to section 2 of 
the bill were presented to your committee in the public hearings. 
These suggestions were carefully considered and the committee con- 
cluded that the amendments were either unnecessary or inconsistent 
with the purposes of the bill. The principal valuation amendments 
that were proposed in the public hearing are as follows: 

(1) Various amendments were suggested to protect the right of 
judicial review and the jurisdiction of the Customs Court. The 
committee considered that these amendments were unnecessary since 
the right of review and the jurisdiction of the Customs Court are 
provided for elsewhere in the Tariff Act and in the judicial code. 
This bill does not confer any unreviewable discretion on any officer 
of the Treasury Department. To remove any possible doubt that 
the present scope of judicial review in valuation cases will continue 
in effect, the committee in its previous consideration of the valuation 
proposals had recommended an amendment to section 501 of the 

ariff Act to provide that the review of the Customs Court includes 
all determinations entering into the appraiser’s valuation. That 
amendment was enacted in the Customs Simplification Act of 1953 
(Public Law 243, 83d Cong.) and removes the need for continuation 
of the review provisions in present section 402 (b) of the Tariff Act. 

(2) It was suggested that provision be made that a specifie authori- 
zation be included to use invoice price in determining “export value” 
if such or similar merchandise was not sold or offered at the time of 
exportation. The general framework of the valuation provisions is 
to use not the price involved in a particular transaction but the going 
wholesale price for the article in question. ‘To the extent that the 
ig quoted in the particular transaction meets the standards of the 

ill, no amendment is needed to permit consideration of that price in 
the determination of “export value”’. 
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(3) It was proposed that the phrase ‘‘such or similar merchandise” 
in the definition of “United States value’ should refer to such or 
similar imported merchandise. The committee finds this amendment 
unnecessary since the definition of such or similar merchandise has 
reference only to imported merchandise. 

(4) The bill provides that in determining general expenses and 
profit for “United States value” or “constructed value,” consideration 
should be given to such expenses and profit usually made in connec- 
tion with sales of imported merchandise of the same class or kind. 
Some suggestions were made that such consideration should be 
limited to such or similar merchandise. It seems preferable to permit 
attention to be given to the profit and expenses customary in a line of 
merchandise rather than be limited to the particular product. 

(5) In the definition of “such or similar merchandise’ a recom- 
mendation was made that all descriptions thereunder should include 
a requirement that the merchandise be approximately equal in com- 
mercial value. The committee considered that this amendment 
would introduce a greater range of discretion for appraising officials 
than the bill now permits. 

(6) The committee also considered a proposed amendment which 
would have required the appraiser to state the basis of his appraise- 
ment. The committee concluded that such a requirement would be 
an unnecessary delaying factor in the majority of appraisement cases 
and that there were other means of obtaiming information needed in 
connection with an appraisement in litigation. 

(7) With respect to the proposal that some form of limitation be 
placed upon the time in which an appraisement could be made, the 
committee was not convinced that a fixed time limitation would be 
helpful in obtaining adequate consideration in appraisement actions. 

After most careful deliberation your committee believes that enact 
ment of section 2 is essential to customs efliciency, expedition, and 
certainty. It will permit a speedier processing of customs entries 
because of the elimination of the need for many time-consuming in 
vestigations abroad. It will bring our customs valuation standards 
more into conformity with the commercial realities of international 
trade. It will eliminate many of the uncertainties in valuation and 
the unexpected results which sometimes prove disastrous to importers. 
It will make the alternative valuation bases more nearly equal in 
money amounts and thus substantially remove both the incentive and 
the opportunity for the creation of special practices designed to 
obtain the most advantageous valuation standard. 


D. CURRENCY CONVERSION 


The proposed amendment to section 522 (c) of the Tariff Act of 
1930 contained in section 3 of the bill will permit a more efficient 
procedure for the conversion of currencies for customs valuation pur- 
poses. ‘The Secretary of the Treasury is given additional authority 
to continue for a 3-month period to use the rate of exchange first 
certified by the Federal Reserve Bank of New York so long as the 
rate certified for any particular day does not vary by 5 percent or 
more from such first certified rate. 

It was suggested in testimony presented in the hearings that where 
more than one rate exists for a currency, the Federal Reserve bank 
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be required to certify each such rate. Your committee does not wish, 
even by implication, to approve the use of multiple exchange rates. 


E. REPEAL OF OBSOLETE PROVISIONS 


An important contribution to the simplification and clarification of 
customs laws has been accomplished through the repeal in previous 
legislation of a number of obsolete provisions in our tariff laws. Sec- 
tion 4 of your committee’s bill is a further cleanup provision which 
repeals portions of the tariff laws that do not affect any present 
operations, duties, or obligations of the Customs Bureau. 


F. YOUR COMMITTEE'S AMENDMENT 


Your committee amended H. R. 6040 by adding section 5 to the 
bill. As previously explained, this amendment is intended to provide 
against any impairment of the Antidumping Act of 1921, as amended, 
through the enactment of this legislation. In addition, the amend- 
ment directs the Secretary of the Treasury, after consultation with 
the United States Tariff Commission, to review the operation and 
effectiveness of the Antidumping Act. He is directed to report to 
Congress within 1 year after the effective date of this legislation on 
the results of his review with any recommendations for amendments 
to the Antidumping Act which he considers desirable or necessary to 
aid in its enforcement. 
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TrecHNICAL ANALYSIS OF THE BILL 


Section 1. Short title and effective date 


This section contains a short title, the Customs Simplification Act 
of 1955 and provides that it will be effective on or after the 30th day 
following the date of its enactment. 


Section 2. Value 


The present section 402 of the Tariff Act of 1930 (U.S. C., 1952 
edition, title 19, sec. 1402) prescribes the bases for determining the 
value of imported merchandise for the purpose of assessing duties. 
Briefly, it provides that the “foreign value” or the “export value” 
shall be used, whichever is the higher, but that if neither of these can 
be ascertained, then the “United States value,” and if that also is 
unascertainable, then the “cost of production.” In a few special 
cases, the rate of duty is to be based upon the “Americans selling 
price.” The statute defines the “foreign value’ as the market value 
or price at the time of exportation to the United States— 
at which such or similar merchandise is freely offered for sale for home consump- 
tion to all purchasers in the principal markets of the country from which exported 
in the usual wholesale quantities and in the ordinary course of trade * * *. 

Other costs, charges, and expenses incident to placing the mer- 
chandise ready for shipment are also to be added. The ‘“‘export value’”’ 
is the market value or price at which the merchandise is freely offered 
for sale to all purchasers in the usual wholesale quantities and in the 
ordinary course of trade for exportation to the United States, with the 
same charges added. The “United States value”’ is the freely offered 
price in the United States which is available to all purchasers, for the 
usual wholesale quantities and in the ordinary course of trade, with 
allowance for duty and other expenses, a cciamission not exceeding 
6 percent, if any has been paid, and, in the case of purchased goods, 
an allowance for profit not to exceed 8 percent and an allowance for 
general expenses not to exceed 8 percent. The ‘cost of production” 
is defined as the sum of four items: (1) Cost of materials and fabri- 
cation or manipulation: (2) the usual general expenses not less than 
10 percent; (3) the cost of containers and coverings and other inci- 
dental costs and charges; and (4) an addition for profit not less than 
8 percent. The ‘American selling price” of an article manufactured 
or produced in the United States is the price at which the article is 
freely offered for sale for domestic consumption to all purchasers. 

Section 2 effects the following changes in the law as above stated: 

(1) Eliminates the use of “foreign value” and makes the “export 
value” the basis of valuation if it can be determined. 

(2) If “export value” cannot be determined, appraisement is to be 
made on the basis of “United States value” before resort is had to 
“cost of production,” which term is changed by this section to “con- 
structed value,” a more descriptive term. 

(3) In determining “United States value,” the actual commissions 
or the actual profits and expenses, are to be used, not amounts limited 
by fixed percentages. 
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(4) In determining the ‘United States value” of articles for which 
there is no market price at the time of exportation, the earliest actual 
sales of the merchandise undergoing appraisement or similar merchan- 
dise may be considered if made before the expiration of 90 days after 
importation. 

(5) Actual sales instead of offers may be used in determining “export 
value” or ‘United States value.” 

(6) A definition of ‘freely sold or, in the absence of sales, offered for 
sale” is provided for the first time. It will permit determination of an 
“export value” or “United States value” on the basis of sales or offers 
which are unrestricted except for restrictions which are imposed or 
required by law, which limit the resale price or territory, or which do 
not substantially affect the value of the merchandise to purchasers. 
It will also permit the use of sales to exclusive agents and other re- 
stricted sales where such sales fairly reflect the market value of the 
merchandise. The present statute has been interpreted to make a 
“foreign value,” ‘export value,” or “United States value” unusable 
when the only offers made are subject to restrictions of the kinds 
stated. Furthermore, under the present law the price, in order to 
qualify: must be available to all purchasers. 

(7) The bill also provides definitions for the terms “ordinary course 
of trade,” ‘purchasers at wholelsale,” “such or similar merchandise,” 
and “usual wholesale quantities.”” The term “usual wholesale quan- 


tities’ is defined in such a manner as to mean the quantities in which 
the merchandise is sold in the market under consideration at a price 
or prices for one quantity in an aggregate volume which is greater 
than the aggregate volume sold at the price or prices for any other 
quantity. Under the present law the usual wholesale quantity is the 


quantity in which the largest number of individual transactions occur, 

(8) The bill also provides that, for purposes of determining com- 
missions, or profits and expenses, in the case of United States value, 
and for purposes of determining “constructed value,” transactions 
directly or indirectly between certain related persons may be dis- 
regarded where they do not offer a fair basis for valuation. 


Section 3. Conversion of currency 


Under present law conversion of foreign currency values for customs 
purposes is made at the gold coin parity proclaimed quarterly by the 
Treasury Department, unless that parity varies by 5 percent or more 
from the buying rate for the currency in the New York market as 
certified by the Federal Reserve Bank of New York. If there is no 
proclaimed rate for the currency in question, or if the proclaimed 
rate does vary by 5 percent or more from the certified rate, then 
foreign currencies are required to be converted at the daily rate certi- 
fied by the Federal Reserve Bank of New York. The result is that 
in most cases the daily certified rates are used. Consequently, each 
collector is required to check the daily rate for each day’s importa- 
tions since those rates, certified to 6 to 8 decimal places, are subject 
to frequent, often daily, minor variations. 

The amendment of section 522 of the Tariff Act of 1930 (U.S. C., 
1952 edition, title 31, sec. 372) proposed by section 3 of the bill would 
retain the quarterly proclamation of gold coin parity. It would also 
continue in effect the requirement that the Federal Reserve Bank 
certified rate be used if that rate varies by 5 percent or more from the 
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gold coin parity. The amendment would then authorize the Secretary 
of the Treasury to provide by regulations for the use of the rate first 
certified for the quarter as long as the rate certified for the day of 
exportation did not vary by 5 percent or more therefrom. This would 
permit the headquarters office of the Bureau of Customs to determine 
if the daily certified rates varied by 5 percent or more from the first 
effective certified rates or from the proclaimed gold coin parity and 
to notify all customs collectors of any such variations. In the absence 
of such notification each customs collector would continue to use the 
same certified rate throughout the quarter. 

This will simplify currency conversion procedures without major 
alteration in the existing statutory framework. 


Section 4. Obsolete provisions of the customs laws 

Section 4 repeals a number of obsolete, inoperative, or unnecessary 
provisions of the customs laws. 

Sections 12, 13, 14, and 15, of title 19, United States Code (pars. 
(1), (2), (3), and (4) of sec. 4 (a) of the bill), provide for appointment 
by the Secretary of the Treasury of a limited number of special agents 
for the purposes of checking the accounts of collectors and other 
customs officers for the prevention and detection of frauds upon the 
revenue, and, for the better guarding against frauds upon the revenue, 
authorize appointment of special agents to reside in foreign territory. 
The title “special agent” is no longer used in the Customs Service 
(see U. S. C. 1952 edition, title 5, sec. 281b (c)).. The customs agents 
who perform the functions formerly exercised by the “special agents” 
now are appointed and serve under the operation of the Classification 
Act like other customs employees. 

Sections 16, 17, and 18 of title 19, United States Code (pars. (5), 
(6), and (7) of sec. 4 (a) of the bill) are survivals of a statute enacted 
July 27, 1866 (c, 284, secs. 4, 5, and 8, 14 Stat. 303), to reorganize 
the office of the customs appraiser at New York. Section 16, pre- 
scribing qualifications and a special oath for examiners at New York 
only, is superfluous since placement standards for the position are 
fixed in accordance with the Classification Act by the Civil Service 
Commission, and the oath requirement is met by the provisions of 
section 1757, Revised Statutes (U. S. C. 1952 edition, title 5, sec. 16), 
applicable to all Federal officers. Section 17, prohibits only the 
— in the office of the appraiser at New York from engaging 
or being employed in any commercial acti~ity. Its repeal would 
leave such employees subject to the same restrictions on outside 
employment as other like employees. Section 18, relating to the 
duties applicable to the appraiser and assistant appraiser at New 
York, was originally enacted as a saving clause when a special statute 
was enacted to reorganize the office of the customs appraiser at 
New York (act of July 27, 1866, discussed above) but it now serves 
no useful purpose since all duties of appraisers are prescribed by section 
500, Tariff Act of 1930 (U.S. C. 1952 edition, title 19, sec. 1500). 

Sections 21, 22, 23, 24, 26, and 27 (pars. (8), (9), (10), (11), (12), 
and (13) of sec. 4 (a) of the bill) of title 19, United States Code, 
prescribe special oaths of office for the officers enumerated therein and 
designate persons who may administer such oaths. These provisions 
are unnecessary, since a form of oath for all Government officers is 
prescribed by section 1757 of the Revised Statutes (discussed above). 
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The number of copies of oaths of office to be required and their 
disposition can readily be prescribed by regulation, and since an em- 
ployee may not receive his salary until the oath of office is taken, 
there seems to be no purpose in prescribing a penalty for failure to 
take the oath. As to the designation of persons to administer the 
oaths, sections 16a of title 5, United States Code, gives authority, to 
persons designated in writing by the head of an executive department, 
to administer the oath of office. 

In addition, section 26 of title 19 is obsolete (as is also sec. 379 of such 
title discussed below for similar reasons) in that it relates to special 
examiners of drugs, medicines, and chemicals, officers who are no 
longer appointed. The Food and Drug Administration now performs 
the functions formerly exercised by the special examiner of drugs, 
medicines, and chemicals (see U.S. C. 1952 edition, title 21, sec. 381). 

Section 28 of title 19, United States Code (par. (14) of sec. 4 (a) of the 
bill), providing that the headquarters of the customs district in Florida 
shall be at Tampa, is unnecessary and serves no practical purpose. 
It is the only statutory provision expressly designating the situs of 
the headquarters of a customs district and there are 45 such districts. 
Section 1 of the act of August 1, 1914, as amended (U.S. C. 1952 
edition, title 19, sec. 2), vests authority in the President to change 
from time to time the location of the headquarters customs collection 
district. By Executive Order 10289 of September 17, 1951, the Presi- 
dent designated and empowered the Secretary of the Treasury to 
perform this function. 

Section 40 of title 19, United States Code (par. (15) of sec. 4 (a) 
of the bill), prescribes the duties of the surveyor of customs. The 
title of surveyor of customs has been discontinued, except at the port 
of New York, and the duties there performed are those which are 
usually handled at any seaport by the officer in charge of the activities 

erformed by the collector outside of the customhouse. The act of 
uly 5, 1932 (U.S. C., 1952 edition, title 19, sec. 5a) abolished the 
offices of surveyor of customs at all other ports and their duties were 
transferred to career employees under the collector. Many of the 
functions prescribed by section 40 for the surveyor at New York have 
been obsolete for years and are no longer performed by that officer. 

Section 53 of title 19, United States Code (par. (16) of sec. 4 (a) 
of the bill), which provides for the apportionment of compensation 
according to the time served, is believed to be obsolete in view of the 
act of June 30, 1945 (U.S. C., 1952 edition, title 5, sec. 944), which 
established the basic workweek, pay periods, and pay computation 
methods for all full-time officers and employees in the executive branch 
of the Government. 

Sections 54 and 57 of title 19 (pars (17) and (20) of sec. 4 (a) of the 
bill) which relate to the furnishing of blank forms, books, stationery, 
blank manifests for sale, etc., are obsolete. Section 54 is superseded 
by provisions of the act of June 30, 1949 (U. S. C., 1952 edition, title 
40, sec. 481), with respect to procurement of supplies by the General 
Services Administration. Section 57 is obsolete because in lieu of 
payment of compensation out of commissions and fees, collectors of 
customs are now on a fixed salary basis under the plan of reorganiza- 
tion of the Customs Service authorized by the act of August 24, 1912 
(37 Stat. 434). 

Section 55 of title 19 (par. (18) of sec. 4 (a) of the bill) provides that 
collectors of customs, and comptrollers and surveyors performing the 
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functions of collectors, shall render quarterly accounts to the Secretary 
of the Treasury of fines collected, moneys received as rents, etc. 
These functions are presently being performed under authority of 
other statutes and this section is unnecessary. 

Section 56 of title 19 (par. (19) of sec. 4 (a) of the bill) which 
relates to additional hours of service at public stores in New York, 
was made obsolete by the Federal Employees Pay Act of 1945, as 
amended (U. S. C., 1952 edition, title 5, secs. 901-954), which pro- 
vides for the establishment of a basic administrative workweek and 
for overtime compensation at prescribed rates. 

Section 59 of title 19 (par. (21) of sec. 4 (a) of the bill) prescribes 
requirements, related to those in section 57 (discussed above) which 
date back to the time when the compensation of customs officers was 
primarily the proceeds of the specific fees fixed by law. Many of the 
functions for which fees were fixed are no longer performed. While 
it is believed that a table of the rates of fees demandable by law 
should be posted in a conspicuous place in each customhouse, conven- 
ient for public inspection, and a receipt should be given for all fees 
paid, this is rather a matter for handling under existing regulatory 
authority without statutory prescription of impracticable and inflexi- 
ble requirements. 

Section 61 of title 19 (par. (22) of sec. 4 (a) of the bill) is inoperative 
and obsolete. Revised Statutes 2580, from which it was derived, 
authorized the Secretary of the Treasury to appoint inspectors at 
San Antonio, Eagle Pass, and other places in Texas, at an annual 
salary of $2,500 to report to the Secretary of the Treasury semi- 
annually on goods exported to Mexico. Regular customs offices are 
now established at necessary ports, stations, and places along the 
Texas-Mexican border whose officers inspect and supervise imports, 
as well as exports, to the extent required. 

Section 62 of title 19 (par. (23) of sec. 4 (a) of the bill) which was 
intended as a means of maintaining discipline among customs officers, 
authorizes suspension from duty for neglect or minor delinquency. 
The procedures which have been and will be followed in regard to the 
conduct of customs officers and employees are those prescribed in 
section 863, title 5, United States Code, and the regulations of the 
Civil Service Commission. 

Section 67 of title 19 (par. (24) of sec. 4 (a) of the bill), which pro- 
vides for a report to each session of the Congress by the Secretary on 
customhouse business, is inoperative and unnecessary. The Sec- 
retary submits an annual report to the Congress in accordance with 
sections 262, 264, and 265, title 5, United States Code, substantially 
superseding the requirements of this more limited provision of the 
customs laws. 

Section 379 of title 19 (par. (25) of sec. 4 (a) of the bill), provides 
a method for praventing importation of adulterated drugs, etc. (see 
sec. 26 of such title, discussed above) at ports where there is no special 
examiner of drugs. As indicated in commenting on section 26 suprs, 
special examiners of drugs are no longer appointed and the provisior's 
of this section are inoperative, functions with relation to spurious or 
adulterated foods, drugs, or cosmetics now being handled by the 
Food and Drug Administration of the Department of Health, Educa- 
tion, and Welfare under United States Code 1952 edition, title 21, 
section 321, et seq. 
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Section 390 of title 19 (par. (26) of sec. 4 (a) of the bill), which 
provides for the adoption of a hydrometer for use in ascertaining the 
proof of liquors, is unnecessary. ‘The hydrometer in use by Customs 
is the same as that which is approved for use of the Internal Revenue 
Service under section 5212 (a) of the Internal Revenue Code of 1954. 
The standards for spirits are the same as those applicable to spirits of 
domestic manufacture under paragraph 811 of the Tariff Act of 1930, 
as amended (U.S. C., 1952 ed., title 19, sec. 1001, par. 811). 

Section 494 of title 19 (par. (27) of sec. 4 (a) of the bill), which 
provides for the seizure of merchandise as security for fines imposed 
under the provisions of section 12 of the act of June 22, 1874 (18 Stat. 
188), an ancestor provision of section 591 of the Tariff Act of 1930 
(U.S. C., 1952 edition, title 19, sec. 1591), and has now been superseded 
in turn by section 542 of title 18 of the code. The 1874 provisions 
relating to unlawful importation have been repealed and this particular 
provision thereof is no longer operative. 

Section 526 of title 19 (par. (28) of sec. 4 (a) of the bill) provides 
that the cost of prosecution in cases where seizure, condemnation and 
sale of merchandise takes place within the United States and the value 
is less than $250, shall be paid from the part of the forfeiture which 
accrues to the United States. This section is obsolete since the subject 
matter is now covered by section 613 (1) of the Tariff Act of 1930 
(U.S. C., 1952 edition, title 19, sec. 1613 (1)). 

Section 541 of title 19 (par. (29) of sec. 4 (a) of the bill) authorizes 
the collector of each customs district to provide and use small open 
row and sail boats, which shall be necessary in boarding vessels and 
for other purposes. Coast Guard crafts are used by customs officials 
for boarding purposes and section 541 is therefore obsolete. 

Section 542 of title 19 (par. (30) of sec. 4 (a) of the bill) authorizes 
the Secretary of the Treasury to use elsewhere as the exigencies of 
the Service require, the motorboat provided for Corpus Christi, Tex. 
No motorboat is now provided or needed for Corpus Christi and there 
has been none for many years. The provision is obsolete. 

Section 549 of title 31 of the code (par. (31) of sec. 4 (a) of the bill) 
directs the comptrollers of customs and surveyors, registers of land 
offices, and the superintendents of mints to examine the books and 
accounts of their depositaries, collectors, and treasurers and to make 
a report to the Secretary of the Treasury. The functions referred 
to are now performed by the Comptroller General under the Budget 
and Accounting Act of 1921 (42 Stat. 23; U.S. C., 1952 edition, title 
31, secs. 41-58). 

Section 579 of title 19 (par. (32) of sec. 4 (a) of the bill) provides 
that in a suit on bond for the recovery of duties the court shall grant 
judgment unless the defendant makes an oath that an error was com- 
mitted in the liquidation of the duties demanded. ‘This section has 
been superseded by the protest provisions of section 514 of the Tariff 
Act of 1930 (U.S. C., 1952 edition, title 19, sec. 1514). 

Section 711 (7) of title 31 (par. (33) of sec. 4 (a) of the bill) author- 
izes & permanent appropriation for the repayment to importers of the 
excess of deposits for unascertained customs duties, or duties or other 
moneys paid under protest. This section has been superseded by a 
permanent indefinite appropriation covering all refunds of customs 
collections or receipts authorized by law (see act of June 30, 1949, 
c. 286, 63 Stat. 360). 
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Paragraph (34) of section 4 (a) of the bill repeals that part of the 
act of September 30, 1890 (ce. 1126, 26 Stat. 511 (formerly codified as 
U.S. C. title 19, sec. 30)), which provides that such clerks and inspec- 
tors as the Secretary may designate shall be authorized to administer 
oaths of office. This section is obsolete and is related to sections 21, 
22, 23, 24, 26, and 27 of title 19, which will be repealed by the bill 
(see above). 

Section 4 (b) of the bill amends subsection (f) of section 500 of the 
Tariff Act of 1930 (U. S. C., 1952 edition, title 19, sec. 1500 (f)), 
which provides for the designation of an acting appraiser at ports 
where there is no appraiser and requires that such acting appraiser 
take the oath provided in section 21, title 19 (discussed above). It 
would repeal the requirement that the acting appraiser take the special 
oath provided in such section 500 (f), since the provision for that oath 
is being repealed by paragraph (8) of section 4 (a) of the bill. The 
oath prescribed by section 1757 of the Revised Statutes (U.S. C., 1952 
edition, title 5, sec. 16) will be sufficient. 

Section 4 (c) of the bill amends section 583 of the Tariff Act of 1930 
(U. S. C. 1952 edition, title 19, see. 1583). Section 583 provides 
that the Customs or Coast Guard Officer’s certification regarding the 
inspection of the manifest required by that section shall be made on 
“the back of’ the original manifest. The manifest forms now in use 
have the space for such certification on the front. The procedural 
detail as to place of certification on a manifest is a minor one that 
should be left to administrative regulation and it is proposed to 
delete the language “the back of” in that section. 


Section 5. Antidumping Act 


This section, added by the committee amendment, provides that 
nothing in the bill shall be considered to repeal, modify, or supersede, 
directly or indirectly, any provision of the Antidumping Act, 1921. 
In addition, this section requires the Secretary of the Treasury, after 
consulting with the Tariff Commission, to review the operation and 
effectiveness of the Antidumping Act and to report thereon to the 
Congress within 1 year after the effective date of the bill. The 
Secretary is also required to include in the report any amendment of 
the Antidumping Act which he considers desirable or necessary to 
provide for greater certainty, speed, and efficiency in the enforcement 
of such act. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as introduced, 
are shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which no 
change is proposed is shown in roman): 


TARIFF ACT OF 1930, AS AMENDED 
TITLE I—DUTIABLE LIST 


Section 1. That on and after the day following the passage of this Act, except 
as otherwise specially provided for in this Act, there shall be levied, collected 
and paid upon all articles when imported from any foreign country into the United 


States or into any of its a eae (except the Philippine Islands, the Virgin 
ake Island, Midway Islands, Kingman Reef, and the 


Islands, American Samoa, 
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island of Guam) the rates of duty which are prescribed by the schedules and para- 
graphs of the dutiable list of this title, namely: 


Scuepute 1.—Cuemicats, OiLs, aND Paints 


* * ~ ~ » > * 


Par. 27. Coal-tar products: 

fat} ="? 

* ~ * * * * * 

(c) The ad valorem rates provided in this paragraph shall be based upon the 
American selling price (as defined in [subdivision (g) of section 402, Title IV] sec- 
tion 402 (e) of this Act), of any similar competitive article manufactured or pro- 
duced in the United States. If there is no similar competitive article manufactured 
or produced in the United States then the ad valorem rate shal! be based upon the 
United States value, as defined in [subdivision (e) of section 402, Title 1V] section 
402 (c) of this Act 


* * ” e e s e 
Par. 28. Coal-tar products: 
* * * * * * * 


(c) The ad valorem rates provided in this paragraph shall be based upon the 
American selling price (as defined in [subdivision (g) of section 402, Title 1V] 
section 402 (e) of this Act), of any similar competitive article manufactured or 
produced in the United States. If there is no similar competitive article manu- 
factured or produced in the United States then the ad valorem rate shall be based 
upon the United States value, as defined in [subdivision (e) of section 402, Title 
IV} section 402 (c) of this Act. 


* * * * * ~ * 


TITLE ITI—SPECIAL PROVISIONS 


Part I—MIscELLANEOUS 
* + ” + * * * 


SEC. 336. EQUALIZATION OF COSTS OF PRODUCTION. 
* * * * * * * 


(b) CHaNnce To AMBRICAN SetuLine Price.—If the commission finds upon any 
such investigation that such differences cannot be equalized by proceeding as 
hereinbefore provided, it shall so state in its report to the President and shall 
specify therein such ad valorem rates of duty based upon the American selling 
eg (as defined in section 402 [(2)] (e)) of the domestic article, as it finds shown 

y the investigation to be necessary to equalize such differences. In no case shall 
the total decrease of such rates of duty exceed 50 per centum of the rates expressly 
fixed by statute, and no such rate shall be increased. 


TITLE IV—ADMINISTRATIVE PROVISIONS 


Part I—DeErFInItTIoNs 
~” * * * * * 7” 


FSEC. 402. VALUE. 
[(a) Basts —For the purposes of this Act the value of imported merchandise 
shall be— 
(1) The foreign value or the export value, whichever is higher; 
(2) If the appraiser determines that neither the foreign value nor the 
export value can be satisfactorily ascertained, then the United States value; 

{(3) If the appraiser determines that neither the foreign value, the export 
value, nor the United States value can be satisfactorily ascertained, then the 
cost of production; 

[(4) In the case of an article with respect to which there is in effect under 
section 336 a rate of duty based upon the American selling price of a domestic 
article, then the American selling price of such article. 

[(b) Review or Appratser’s Decision —A decision of the appraiser that 
foreign value, export value. or United States value can not be satisfactorily 
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ascertained shall be subject to review in reappraisement proceedings under section 
501; but in any such proceeding, an affidavit executed outside of the United-States 
shall not be admitted in evidence if executed by any person who fails to permit a 
Treasury attaché to inspect his books, papers, records, accounts, documents, or 
correspondence, pertaining to the value or classification of such merchandise. 

[(c) Foreien Vature.—The foreign value of imported merchandise shall be the 
market value or the price at the time of exportation of such merchandise to the 
United States, at which such or similar merchandise is freely offered for sale for 
home consumption to all purchasers in the principal markets of the country from 
which exported, in the usual wholesale quantities and in the ordinary course of 
trade, including the cost of all containers and coverings of whatever nature, and 
all other costs, charges, and expenses incident to placing the merchandise in con- 
dition, packed ready for shipment to the United States. 

{(d) Exrort Vatvse.—The export value of imported merchandise shall be the 
market value or the price, at the time of exportation of such merchandise to the 
United States, at which such or similar merchandise is freely offered for sale to 
all purchasers in the principal markets of the country from which exported, in 
the usual wholesale quantities and in the ordinary course of trade, for exporta- 
tion to the United States, plus, when not included in such price, the cost of all 
containers and coverings of whatever nature, and all other costs, charges, and ex- 
penses incident to placing the merchandise in condition, packed ready for ship- 
ment to the United States. 

{(e) Unrrep States Vatve.—The United States value of imported merchan- 
dise shall be the price at which such or similar imported merchandise is freely of- 
fered for sale for domestic consumption, packed oy for delivery, in the principal 
market of the United States to all purchasers, at the time of exportation of the 
imported merchandise, in the usual wholesale quantities and in the ordinary course 
of trade, with allowance made for duty, cost of transportation and insurance, and 
other necessary expenses from the place of shipment to the place of delivery, a 
commission not exceeding 6 per centum, if any has been paid or contracted to be 
paid on goods secured otherwise than by purchase, or profits not to exceed 8 per 
centum and a reasonable allowance for general expenses, not to exceed 8 per 
centum on purchased goods. 

{(f) Cost or Propuction.—For the purpose of this title, the cost of production 
of imported merchandise shall be the sum of — 

{(1) The cost of materials of, and of fabrication, manipulation, or other 
process employed in manufacturing or producing such or similar merchandise, 
at a time preceding the date of exportation of the particular merchandise 
under consideration which would ordinarily permit the manufacture or pro- 
duction of the particular merchandise under consideration in the usual course 
of business; 

{(2) The usual general expenses (not less than 10 per centum of such cost) 
in the case of such or similar merchandise; 

£(3) The cost of all containers and coverings of whatever nature, and all 
other costs, charges, and expenses incident to placing the particular mer- 
chandise under consideration in condition, packed ready for shipment to the 
United States; and 

((4) An addition for profit (not less than 8 per centum of the sum of the 
amounts found under paragraphs (1) and (2) of this subdivision) equal to 
the profit which ordinarily is added, in the case of merchandise of the same 
general character as the particular merchandise under consideration, by 
manufacturers or producers in the country of manufacture or production 
who are engaged in the production or manufacture of merchandise of the same 
class or kind. 

C‘g) American Setuina Pricr.—The American selling price of any article 
manufactured or produced in the United States shall be the price, including the 
cost of all containers and coverings of whatever nature and all other costs, charges, 
and expenses incident to placing the merchandise in condition packed ready for 
delivery, at which such article is freely offered for sale for domestic consumption 
to all purchasers in the principal market of the United States, in the ordinary 
course of trade and in the usual wholesale quantities in such market, or the price 
that the manufacturer, producer, or owner would have received or was willing 
to receive for such merchandise when sold for domestic consumption in the 
ordinary course of trade and in the usual wholesale quantities, at the time of 
exportation of the imported article.] 
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SEC. 402, VALUE. 


(a) Basis.—F xcept as otherwise specifically provided for in this Act, the value of 
imported merchandise for the purposes of this Act shall be— 

(1) the export value, or 

(2) if the export value cannot be determined satisfactorily, then the United 
States value, or 

(3) if neither the export value nor the United States value can be determined 
satisfactorily, then the constructed value; 

except that, in the case of an imported article subiect to a rate of duty based on the 
American selling price of a domestic article, such value shall be— 

(4) the American selling price of such domestic article. 

(b) Exporr Vatur.—For the purposes of this section, the export value of imported 
merchandise shall be the price, at the time of exportation to the United Siates of the 
merchandise undergoing appraisement, at which such or similar merchandise is 
freely sold or, in the absence of sales, offered for sale in the principal markets of the 
country of exportaiion, in the usual wholesale quantities oat: in the ordinary course 
of trade, for exportation to the United States, plus, when not included in such price, 
the cost of all containers and coverings of whatever nature and all other expenses 
incidental to placing the merchandise in condition, packed ready for shipment to 
the United States. 

(c) Unirep Srares Vatvr.—For the purposes of this section, the United States 
value of imported merchandise shall be the price, at the time of exportation to the 
United States of the merchandise undergoing appraisement, at which such or similar 
merchandise is freely sold or, in the absence of sales, offered for sale in the principal 
market of the United States for domestic consumption, packed ready for delivery, in 
the Sao wholesale quantities and in the ordinary course of trade, with allowances 
made for— 

(1) any commission usually paid or agreed to be paid, or the addition for 
profit and general expenses usually made, in connection with sales in such market 
of wmported merchandise of the same class or kind as the merchandise under- 
going appraisement; 

(2) the usual costs of transportation and insurance and other usual expenses 
incurred with respect to such or similar merchandise from the place of shipment to 
ee of delivery, not including any expense provided for in subdivision (1); 
an 

(3) the ordinary customs duties and other Federal tazes currently payable on 
such or similar merchandise by reason of tts importation, and any Federal 
excise taxes on, or measured by the value of, such or similar merchandise, for 
which vendors at wholesale in the United States are ordinarily liable. 

If such or similar merchandise was not so sold or offered at the time of exportation 
of the merchandise undergoing appraisement, the United States value shall be deter- 
mined, subject to the foregoing specifications of this subsection, from the price at 
which such or similar merchandise is so sold or offered at the earliest date after such 
time of exportation but before the expiration o, ninety days after the importation of 
the merchandise undergoing appraisement. 

(d) Consrrucrep Vatve.—-For the purposes of this section, the constructed value 
of imported merchandise shall be the sum of— 

(1) the cost of materials (exclusive of any internal tax applicable in the country 
of exportation directly to such materials or their disposition, but remitted or 
refunded upon the exportation of the article in the production of which such 
materials are used) and of fabrication or other processing of any kind employed 
in producing such or similar merchandise, at a time preceding the date of expor- 
tation of the merchandise undergoing appraisement which would ordinarily 
rhe the production of that particular merchandise in the ordinary course of 

usiness: 

(2) an amount for general expenses and profit equal to that usually reflected 
in sales of merchandise of the same general class or kind as the merchandise 
undergoing appraisement which are made by producers in the country of exrporta- 
tion, in the usual wholesale quantities and in the ordinary course of trade, for 
shipment to the United States; and 

3) the cost of all containers and coverings of whatever nature, and all other 
expenses incidental to placing the merchandise undergoing appraisement in 
condition, packed ready for shipment to the United States. 

(e) American Setting Price.—For the purposes of this section, the American 
selling price of any article produced in the United States shall be the price, including 
the cost of all containers and coverings of whatever nature and all other nses 
incidental to placing the article in condition packed ready for delivery, at which such 
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article is freely sold or, in the absence of sales; offered for sale for domestic consumption 
in the principal market of the United States, in the ordinary course of trade and in the 
usual wholesale quantities, or the price that the manufacturer, producer, or owner 
would have received or was willing to receive for such article when sold for domestic 
consumption in the ordinary course of trade and in the usual wholesale quantities, 
at the time of exportation of the imported article. 

(f) Derixirrons.—For the purposes of this section— 

(1) The term “freely sold or, in the absence of sales, offered for sale’’ means 
sold or, in the absence of sales, offered— 

(A) to all purchasers at wholesale, or 

(B) in the ordinary course of trade to one or more selected purchasers at 
wholesale at a price which fairly reflects the market value of the merchandise, 

without restrictions as to the disposition or use of the merchandise by the pur- 
chaser, except restrictions as to such disposition or use which (i) are imposed or 
required by law, (ii) limit the price at which or the territory in which the mer- 
chandise may be resold, or (iit) do not substantially affect the value of the merchan- 
dise to usual purchasers at wholesale. 

(2) The term “ordinary course of trade”’ means the conditions and practices 
which, for a reasonable time prior to the exportation of the merchandise under- 
going appraisement, have been normal in the trade under consideration with 
respect to merchandise of the same class or kind as the merchandise undergoing 
appraisement. 

(3) The term “purchasers at wholesale’ means purchasers who buy in the 
usual wholesale quantities for industrial use or for resale otherwise than at retail; 
or, tf there are no such purchasers, then all other purchasers for resale who buy 
in the usual wholesale quantities; or, if there are no purchasers in either of the 
foregoing categories, then all other purchasers who buy in the usual wholesale 
quantities. 

(4) The term “such or similar merchandise’ means merchandise in the first 
of the following categories in respect of which export value, United States value, 
or constructed value, as the case may be, can be satisfactorily determined: 

(A) The merchandise undergoing appraisement and other merchandise 
which is identical in physical characteristics with, and was produced in 
the same country by the same person as, the merchandise undergoing 
appraisement. 

(B) Merchandise which is identical in physical characteristics with, and 
was produced by another person in the same country as, the merchandise 
undergoing appraisement. 

(C) Merchandise (i) produced in the same country and by the same person 
as the merchandise undergoing appraisement, (it) like the merchandise 
undergoing appraisement in component material or materials and in the 
purposes for which used, and (iit) approximately equal in commercial value 
to the merchandise undergoing appraisement 

(D) Merchandise which satisfies all the requirements of subdivision (C) 
excent that it was produced by another person. 

(5) The term “usual wholesale quantities’, in any case in which the mer- 
chandise in respect of which value is being determined is sold in the market under 
consideration at different prices for different quantities, means the quantities in 
which such merchandise is there sold at the price or prices for one quantity in an 
aggregate volume which is greater than the aggregate volume sold at the price or 
prices for any other quantity. 

{g9) Transactions Berween Retatep Persons.— 

(1) For the purposes of subsection (c) (1) or (d), as the case may be, a trans- 
action directly or indirectly between persons specified in any one of the sub- 
divisions in paragraph (2) of this subsection may be disregarded if, in the case 
of any element of value required to be considered, the amount representing that 
element does not fairly reflect the amount usually reflected in sales in the market 
under consideration of merchandise of the same general class or kind as the 
merchandise undergoing appraisement. If a transaction is disregarded under 
the preceding sentence and there are no other transactions available for con- 
sideration, then, for the purposes of subsection (d), the determination of the 
amount required to be considered shall be based on the best evidence available as 
to what the amount would have been if the transaction had occurred belween 
persons not specified in any one of the subdivisions in paragraph (2). 

(2) The-persons referred to in paragraph (1) are: 

(A) Members of a family, including brothers and sisters (whether by 
the whole or half blood), spouse, ancestors, and lineal descendants; 
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(B) Any officer or director of an organization and such organization; 

(C) Partners; 

(D) Employer and employee; 

(E) Any person directly or indirectly owning, controlling, or holding 
with power to vote, 5 per centum or more of the oulstanding voting stock or 
shares of any organization and such organization; and 

(F) Two or more persons directly or indirectly controlling, controlled by, 

or under common control with, any person. 
pil . . . * + * * 


Part II[I—AscERTAINMENT, COLLECTION, AND Recovery or Duties 


SEC. 500. DUTIES OF APPRAISING OFFICERS. 
eS * * * . * * * 
PS, (f) Actinc AppraisER.—The Secretary of the Treasury is authorized to desig- 
nate an officer of the customs as acting appraiser at a port where there is no 
appraiser. Such acting appraiser shail [take the oath,] perform all the 
duties[,] and possess all the powers of an appraiser. The Secretary of the Treas- 
ury may appoint an officer of the customs who shall perform the functions of 
acting appraiser during the absence or disability of such acting appraiser. 

* ~ 


~*~ x a * a 
SEC. 522. CONVERSION OF CURRENCY. 
* * * * * * * 


[(c) Marxet Rate Wuaen No Procramation.—If no such value has been 

proclaimed, or if the value so proclaimed varies by 5 per centum or more from a 

value measured by the buying rate in the New York market at noon on the day 

of exportation, conversion shall be made at a value measured by such buying 

rate. If the date of exportation falls upon a Sunday or holiday, then the buying 

rate at noon on the last preceding business day shall be used. For the purposes 

of this subdivision such buying rate shall be the buying rate for cable transfers 

ayable in the foreign currency so to be converted; and shall be determined by the 

Federal Reserve Bank of New York and certified daily to the Secretary of the 

Ree Treasury, who shall make it public at such times and to such extent as he deems 

E 3) necessary. In ascertaining such buying rate such Federal reserve bank may in 

its discretion (1) take into consideration the last ascertainable transactions and 

uotations, whether direct or through exchange of other currencies, and (2) if 

there is no market buying rate for such cable transfers, calculate such rate from 
actual transactions and quotations in demand or time bills of exchange.] 

(c) Market Rare Wuen No ProciraMarTion.— 

(1) If no value has been proclaimed under subsection (a) for the quarter in 
which the merchandise was exported, or if the value so proclaimed varies by 5 per 
centum or more from a value measured by the buying rate at noon on the day of 
exportation, then conversion of the foreign currency involved shall be made— 

(A) at a value measured by such buying rate, or 

(B) if the Secretary of the Treasury shall by regulation so prescribe with 
respect to the particular foreign currency, at a value measured by the buying 
rate first certified under this subsection for a day in the quarter in which the 
day of exportation falls (but only if the buying rate at noon on the day of 
exportation does not vary by 5 per centum or more from such first-certified 
buying rate). 

(2) For the purposes of this subsection, the term “buying rate’”’ means the buy- 
tng rate in the New York market for cable transfers payable in the foreign cur- 
rency so to be converted. Such rate shall be determined by the Federal Reserve 
Bank of New York and certified to the Secretary of the Treasury, who shall make 

ae it public at such times and to such extent as he deems necessary. In ascertaining 

ee such buying rate, the Federal Reserve Bank of New York may, in its discretion— 

: (A) take into consideration the last ascertainable transactions and quo- 
tations, whether direct or through exchange of other currencies, and 

(B) if there is no market buying rate for such cable transfers, calculate 
such rate (i) from actual transactions and quotations in demand or time 
bills of exchange, or (ii) from the last ascertainable transactions and quota- 
tions outside the United States in or for exchange payable in United States 





ye currency or other currency. 

: (3) For the purposes of this subsection, if the day of exportation is one on 
ie which banks are generally closed in New York City, then the buying rate at noon 

on the last preceding business day shall be considered the buying rate at noon 
+f on the day of exportation. 

1h * * + * * co « 
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SEC. 583. CERTIFICATION OF MANIFEST. 


CUSTOMS SIMPLIFICATION ACT OF 1955 


Part V—ENFORCEMENT PROVISIONS 


* 





* 





* * * . * 








The master of every vessel and the person in charge of every vehicle bound to a 


port or place in the United States shall deliver to the officer of the customs or 


Coast Guard who shall first demand it of him, the original and one copy of the 
manifest of such vessel or vehicle, and such officer shall certify on [the back of] 
the original manifest to the inspection thereof and return the same to the master 
or other person in charge. 


SECTIONS OF THE REVISED STATUTES OF THE UNITED STATES 
REPEALED 


[Sec. 258. The Secretary of the Treasury shall lay before Congress at the 
commencement of esch regular session a statement of the amount of money 
expended at each customhouse during the preceding fiscal year, and of the num- 
ber of persons employed, and the occupation and salary of each person at each 
customhouse during the same period. J] 

* * * * * * * 


[Sec. 960. When suit is brought on any bond for the recovery of duties due 
to the United States, it shall be the duty of the court to grant judgment at the 
return terin, upon motion, unless the defendant in open court (the United States 
attorney being present) makes oath that an error has been committed in the liqui- 
dation of the duties demanded upon such bond, specifying the errors alleged to 
have been committed, and that the same have been notified in writing to the 
collector of the district before the said return term; whereupon a continuance may 
be granted until the next term, and no longer, if the court is satisfied that such 
continuance is necessary for the attainment of justice.] 

* * * * oe * = 


[Sxec. 2580. The Secretary of the Treasury shall appoint inspectors of the 
customs to reside at San Antonio, Eagle Pass, the Presidio del Norte, and San 
Elizario, or at such other points as he may designate, not exceeding four in 
number, upon the routes by which goods entered and bonded and withdrawn 
from warehouse may, in pursuance of law, be exported to Mexico; and such 
inspectors shall make a report semiannually to the Secretary of the Treasury of 
all the trade that passes under inspection, stating the number of packages, de- 
scription of goods, their value, and the names of the exporters.] 

* a ~ * = * * 


[Sec. 2611. Special examiners of drugs, medicines, chemicals, and so forth, 
shall, before entering upon their duties, take and subscribe an oath faithfully 
and diligently to perform such duties, and to use their best endeavors to prevent 
and detect frauds upon the revenue of the United States; which oath shall be 
administered by the collector of the port or district where the examiner making 
it is employed. 

(Sec. 26! 2. e Secretary of the Treasury shall give to the collectors of dis- 
tricts for which an examiner of drugs, medicines, and chemicals is not provided by 
law, such instructions as he may deem necessary to prevent the importation of 
adulterated and spurious drugs and medicines. ] 

* * Saal * ” * ~ 


(Sec. 2614. The appraiser at New York, before he enters upon the duties of 
his office, shall take and subscribe an oath faithfully to direct and supervise the 
examination, inspection, and appraisement according to law, of such merchandise 
as the collector may direct pursuant to law, and to cause to be duly reported to 
the collector the true value thereof as required by law. All other appraisers, and 
all resident merchants appointed according to law to act as appraisers, shall 
severally take and subseribe an oath diligently and faithfully to examine and 
inspect such merchandise as the collector may direct, and truly to report, to the 
best of their knowledge and belief, the true value thereof.] 

(Sec. 2615. Each of the assistant appraisers at the port of New York, before 
entering upon the duties of his office, shall take and subscribe an oath diligently 
and faithfully to examine and inspect such goods, wares, and merchandise as the 
appraiser may direct, and truly to report to him the true value thereof, according 
to law. Such report shall be subject to revision and correction by the appraiser, 
and when approved by him shall be transmitted to the collector, and shall be 
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deemed an appraisement by the United States local appraiser of the district of 
such merchandise required by law. The assistant appraisers at Boston, Phila- 
delphia, and San Francisco, shall take and subscribe an oath diligently and faith- 
fully to examine and inspect such merchandise as the principal appraisers may 
direct, and truly to report to them the true value thereof, according to law.] 

{Sec. 2616. Every officer, clerk, or employee appointed under this Title shall, 
before entering upon his duties, take and subscribe an oath in addition to the 
oath of office prescribed by section seventeen hundred and fifty-six or section 
seventeen hundred and fifty-seven, Title “Provisions Applying to Several Classes 
of Officers,” that he will use his best endeavors to prevent and detect frauds 
against the laws of the United States imposing duties upon imports.] 

(Sec. 2617. The oath of office required by law to be taken by a collector may 
be taken before any magistrate authorized to administer oaths within the district 
to which such collector belongs. The oath required to be taken by any other 
person appointed to any office under this Title shall be taken before the collector 
of his district. ] 

* - * * * * * 

Sec. 2627. At ports to which there are appointed a collector, naval officer, 
and surveyor, it shall be the duty of the surveyor, who shall be in all cases subject 
to the direction of the collector— 

[First. To superintend and direct all inspectors, weighers, measurers, and 
gaugers within his port. 

[Second. To report once in every week to the collector the name or names of 
all inspectors, weighers, gaugers, or measurers who are absent from or neglect to 
do their dutv. 

{Third. To visit or inspect the vessels which arrive in his port, and make a 
return in writing every morning to the collector of all vessels which have arrived 
from foreign ports during the preceding day; specifying the names and denomina- 
tions of the vessels, the masters’ names, from whence arrived, whether laden or 
in ballast, to what nation belonging, and, if American vessels, whether the masters 
thereof have or have not complied with the law, in having the required number of 
manifests of the cargo on board, agreeing in substance with the provisions of law. 

{Fourth. To put on board each of such vessels one or more inspectors imme- 
diately after their arrival in his port. 

Fifth. To ascertain the proof, quantities, and kinds of distilled spirits imported, 
rating such spirits according to their respective degrees of proof, as defined by the 
laws imposing duties on spirits. 

{Sixth. To examine whether the goods imported in any vessel, and the 
deliveries thereof, agreeably to the inspector’s returns, correspond with the per- 
mits for landing the same; and if any error or disagreement appears, to report the 
same to the collector, and to the naval officer, if any. 

[Seventh. To superintend the lading for exportation of all goods entered for 
the benefit of any drawback, bounty, or allowance, and examine and report 
whether the kind, quantity, and quality of the goods, so laden on board any vessel 
for exportation, correspond with the entries and permits granted therefor. 

(Eighth. To examine, and, from time to time, and particularly on the first 
Mondays of January and July in each year, try the weights, measures, and other 
instruments used in ascertaining the duties on imports, with standards to be pro- 
vided by each collector at the public expense for that purpose; and where disagree- 
ments or errors are discovered, to report the same to the collector; and to obey 
and execute such directions as he may receive for correcting the same, agreeably 
to the standards. ] 

* * - * « * * 


(Sec. 2635. Every collector, naval officer, and surveyor shall cause to be 
affixed, and constantly kept in some public and conspicuous place of his office, a 
fair table of the rates of fees and duties demandable by law, and shall give a 
receipt for the fees received by him, specifying the particulars whenever required 
se to do; and for every failure so to do, he shall be liable to a penalty of one 
hundred dollars, recoverable to the use of the informer.] 

* * * + * * * 

(Sec. 2646. All blank-books, blanks, and stationery of every kind required by 
collectors and other officers of the customs shall, so soon as they can be prepared 
for delivery, by or under the direction of the Secretary of the Treasury, be fur- 
nished to them for the use of their respective offices, upon requisition made by 
them, and the expense of such books, blanks, and stationery shall be paid out of the 
appropriation for defraying the expenses of collecting the revenue from customs. J 
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[Sec. 2647. Every collector of customs, every naval officer, and every surveyor 
performing or having performed the duties of a collector, shall render a quarter- 
yearly account, under oath, to the Secretary of the Treasury, in such form as the 
Secretary shall prescribe, of all sums of mpney by each of them respectively 
received or collected for fines, penalties, or forfeitures, or for seizure of merchan- 
dise, or upon compromises made upon any seizure; or on account of suits instituted 
for frauds against the revenue laws; or for rent and storage of merchandise, which 
may be stored in the public store-houses, and for which a rent is paid beyond the 
rents paid by the collector or other such officer; or for custody of goods in bonded 
warehouses; and if from such accounting it shall appear that the money received 
in any one year by any collector, naval officer, or surveyor, on account and for 
rents and storage, and for fees and emoluments, shall in the aggregate exceed the 
sum of two thousand dollars, such excess shall be paid by the collector, naval 
officer, or surveyor, as the case may be, into the Treasury as public money.] 

[Sec. 2648. Collectors and surveyors of the collection-districts on the northern, 
northeastern, and northwestern frontiers are authorized to keep on sale, at their 
several offices, blank manifests and clearances required for the business of their 
districts, and to charge the sum of ten cents, and no more, for each blank which 
shall be prepared and executed by them.] 

[Sec. 2649. The Secretary of the Treasury may appoint special agents, not 
exceeding fifty-three in number, for the purpose of making the examinations of 
the books, papers, and accounts of collectors and other officers of the customs, 
and to be employed generally, under the direction of the Secretary, in the pre- 
vention and detection of frauds on the customs revenue; and the expense thereof 
shall be charged to the “appropriation to defray the expense of collecting the 
revenue from customs.’’] 

* * * * * * * 


[Sxc. 2651. The Secretary of the Treasury may, from time to time, make such 
regulations not inconsistent with law, for the government of the special agents, as 
he deems expedient, and may rescind or alter regulations so made. But no special 
agent, in addition to those authorized by the two preceding sections, shall be 
appointed or employed upon any business relating to the customs revenue; nor 
shall any sum be paid to any agent authorized to be employed for mileage or any 
other expenses except such as are actually incurred in the discharge of his official 
duty.J] 

K * * « * * cd 


[Sec. 2687. Collectors and all other officers of the customs, serving for a less 
period than a year, shall not be paid for the entire year, but shall be allowed in no 
case a greater than a pro rata of the maximum compensation of such officers 
respectively for the time only which they actually serve as such collectors or 
officers, whether the same be under one or more appointments, or before or after 
confirmation. And no collector or other officer shail, in any case, receive for his 
services, either as fees, salary, fines, penalties, forfeitures, or otherwise for the 
time he may be in service, beyond the maximum pro rata rate provided by law. 
And this section shall be applied and enforced in regard to all officers, agents, 
and employees of the United States whomsoever, as well as those whose com- 
pensation is determined by a commission on disbursements, not to exceed an 
annual maximum, as those paid by salary or otherwise. ] 

* * * * * * * 


Sec. 2763. The collector of each district may, with the approval of the 
Secretary of the Treasury, provide and employ such small open row and sail 
boats, and persons to serve in them, as shall be necessary for the use of the sur- 
veyors and inspectors in going on board of vessels and otherwise for the better 
detection of frauds.] 

* * * * . * * 

[Sec. 2918. The Secretary of the Treasury may, under the direction of the 
President, adopt such hydrometer as he may deem best calculated to promote 
the public interest for the purpose of ascertaining the proof of liquors; and, after 
such adoption, the duties imposed by law upon distilled spirits shall be collected 
according to proof ascertained by any hydrometer so adopted.] 

* *” 7~ * + * cal 

[Sec. 2940. The Secretary of the Treasury may, on the nomination of the 
appraiser, appoint such number of examiners at the port of New York as the 
Secretary may in writing determine to be necessary, to aid each of the assistant 
appraisers in the examination, inspection, and appraisement of merchandise. 
No person shall be appointed such examiner who is not, at the time of his appoint- 
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ment, practically and thoroughly acquainted with the character, quality, and 
value of the article in the examination and appraisement of which he is to be 
separet nor shall any such examiner enter upon the discharge of his duties, as 
such, until he shall have taken and subscribed an oath faithfully and diligently to 
discharge such duties.] 

[Sec. 2941. No appraiser, assistant appraiser, examiner, clerk, verifier, sampler, 
messenger, or other person employed in the departments of appraisal at the port 
of New York, or any of them, shall engage or be employed in any commercial 
or mercantile business, or act as agent for any person engaged in such business 
during the term of his appointment. ] 

(Sec. 2942. All provisions relating to the duties of appraisers, or to any pro- 
ceedings consequent or dependent upon the action of such appraisers and not 
inconsistent with the provisions relating to the appraiser and assistant appraisers 


at the port of New York, shall be construed to apply to them.] 
* * *~ + 


* * * 


(Sec. 2944. If at any time, from an increase of importation, or from any other 
cause, there shall be found upon the floors of the public stores in the city of New 
York an accumulation of merchandise awaiting appraisement, the appraiser 
shall, under regulations established by the Secretary of the Treasury, direct the 
assistant appraisers, and others associated with them in this branch of the public 
business, to devote time beyond the usual business hours, in each day, during 
daylight, to their respective duties, so that the business of appraisement may be 
faithfully and more promptly dispatched.] 

* * * * * * * 

(Sec. 2999. For the purpose of better guarding against frauds upon the reve- 
nue on foreign merchandise transported between the ports of the Atlantic and 
those of the Pacific overland through any foreign territory, the Secretary of 
the Treasury may appoint special sworn agents as inspectors of the customs, to 
reside in such foreign territory where such merchandise may be landed or em- 
barked, with power to superintend the landing or shipping of all merchandise, 
passing coastwise between the ports of the United States on the Pacific and the 
Atlantic. It shall be their duty, under such regulations and instructions as the 
Secretary of the Treasury may prescribe, to guard against the perpetration of 
frauds upon the revenue. The compensation paid to such inspectors shall not 
in the aggregate exceed five thousand dollars per annum.] 

* * * * * * * 


[Sec. 3089. Whenever a seizure, condemnation, and sale of merchandise takes 
place within the United States, and the value thereof is less than $250, that part 
of the forfeiture which accrues to the United States, or so much thereof as may be 
necessary, shall be applied to the payment of the cost of prosecution.] 

*K * * * * * * 


[Sec. 3650. In addition to the examinations provided for in the preceding 
section, it shall be the duty of each naval officer and surveyor, as a check upon the 
assistant treasurers, or the collector of the customs, of their respective districts; 
of each register of a land-office, as a check upon the receiver of his land-office; and 
of the director and superintendent of each Mint and branch-mint, when separate 
officers, as a check upon the treasurers, respectively, of the mints, or the persons 
acting as such, at the close of each quarter of the year, and as much oftener as they 
are directed by the Secretary of the Treasury to do so, to examine the books, 
accounts, returns, and money on hand, of the assistant treasurers, collectors, 
receivers of land-oflices, treasurers of the Mint and each branch-mint, and persons 
acting as such, and to make a full, accurate, and faithful return of their condition 
to the Secretary of the Treasury. 

iz * * * * * * 

Sec. 3689. There are appropriated, out of any moneys in the Treasury not 
otherwise appropriated, for the purposes hereinafter specified, such sums as may 
be necessary for the same respectively; and such appropriation shall be deemed 
permanent annual appropriations. 

* * * + * + * 
Repayment of excess of deposits for unascertained duties, (customs): 
To repay to importers the excess of deposits for unascertained duties, or 
duties or other moneys paid under protest.] 
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SECTION 13 OF TITLE 19, UNITED STATES CODE 
{§13. SAME: NUMBER 


Os number of special agents referred to in section 12 of this title shall be 
thirty. 


SECTION 13 OF THE ACT OF JUNE 22, 1874 


(Sec. 13. That any merchandise entered by any person or persons violating 
any of the provisions of the preceding section, but not subject to forfeiture under 
the same section, may, while owned by him or them, or while in his or their 
possession, to double the amount claimed, be taken by the collector and held as 
security for the payment of any fine or fines incurred as aforesaid, or may be 
levied upon and sold on execution to satisfy any judgment recovered for such 
fine or fines. But nothing herein contained shal] prevent any owner or claimant 
from obtaining a release of such merchandise on giving a bond, with sureties 
satisfactory to the collector, or, in case of judicial proceedings, satisfactory to 
the court, or the judge thereof, for the payment of any fine or fines so incurred: 
Provided, however, That such merchandise shall in no case be released until all 
accrued duties thereon shal! have been paid or secured.] 


SECTION 11 OF THE ACT OF FEBRUARY 8, 1875 


(Sec. 11. That the oaths now required to be taken by subordinate officers of 
the customs may be taken before the collector of the customs in the district in 
which they are appointed, or before any officer authorized to administer oaths 
generally; and the oaths shall be taken in duplicate, one copy to be transmitted 
to the Commissioner of Customs, and the other to be filed with the collector of 
customs for the district in which the officer appointed acts. And in default of 
taking such oath, or transmitting a certificate thereof, or filing the same with the 
collector, the party failing shall forfeit and pay the sum of two hundred dollars, 
to be recovered, with cost of suit, in any court of competent jurisdiction, to the 
use of the United States.] 





SECTION 1 OF THE ACT OF SEPTEMBER 30, 1890 


That * * * 

. . * * * * * 
Relief of Collector of Customs at New York: The accounting officers of the 
Treasury are hereby authorized in the settlement of the accounts of the collector 
of customs at the port of New York to allow payments made to additional customs 
officers appointed in the district of New York under the provisions of section 
twenty-seven hundred and twenty-two of the Revised Statutes for the time they 
actually served, being in amounts for fiscal years as follows: For eighteen hundred 
and ninety, three thousand nine hundred and sixty dollars and seventy-four cents; 
for eighteen hundred and ninety-one, eight hundred and fifteen dollars and twenty- 
two cents; in all, four thousand seven hundred and seventy-five dollars and ninety- 
six cents. And the proper accounting officers of the Treasury are hereby author- 
ized hereafter in the settlement of the accounts of the collector of customs at the 
port of New York to allow payments for salaries of two additional deputy surveyors 
at the rate of two thousand five hundred dollars each per annum, and for one 
additional deputy naval officer at the rate of two thousand five hundred dollars 
os annum. [And such clerks and inspectors of customs as the Secretary of the 
‘reasury may designate for the purpose shall be authorized to administer oaths, 
such as deputy collectors of customs are now authorized to administer, and no 
compensation shall be paid or charge made therefor.] 
* * * * * * * 





ACT OF DECEMBER 18, 1890 


{That the several collectors, naval officers, surveyors, and appraisers shall have 
power, with the approval of the Secretary of the Treasury, as punishment for 
any neglect or minor delinquency the punishment whereof is not prescribed by 
law, to suspend from duty with loss of pay for a period not to exceed thirty days 
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for any one cause, any customs officer or employee nominated or appointed and 
subordinate to such collector, naval officer, surveyor, or appraiser: Provided 
however, That the Secretary of the Treasury may, on application by the suspended 
person within one year from the expiration of the suspension, in his discretion 


pay the whole or any part of the pay forfeited by reason of said suspension. ] 





ACT OF FEBRUARY 10, 1913 


[That the Secretary of the Treasury be, and he is hereby, authorized and directed 
to construct or purchase one gasoline motorboat, for service in the customs 
collection district of Corpus Christi, Texas, at a cost not to exceed the sum of six 
thousand dollars: Provided, That the Secretary of the Treasury may use this boat 
elsewhere than at Corpus Christi as the exigencies of the service may require.] 





ACT OF SEPTEMBER 24, 1914 


— hereafter the headquarters of the customs district of Florida shall be at 
ampa, in said State.J 


MINORITY VIEWS OF HON. RICHARD M. SIMPSON AND 
HON. NOAH M. MASON 


We are opposed to H. R. 6040, commonly referred to as “The 
Customs Simplification Act of 1955.” 

This is not a customs simplification act. Such acts were passed in 
1953 and 1954 with the result, as pointed out by H. Chapman Rose, 
Assistant Secretary of the Treasury, that there has been a “drastic 
reversal” in the trend of the backlog of customs cases. This backlog, 
according to Mr. Rose, has decreased from 700,000 cases in January 
1953, to the point where it should practically disappear by the end 
of 1955. It is apparent, therefore, that existing laws, regulations, 
and practices do not need to be simplified. The facts make it clear 
that these are not interfering with the orderly administration of 
foreign trade. 

This is a tariff reduction bill, pure and simple. There is no disa- 
greement with the fact that, as shown by the exhibits of the Treasury 
Department, the dollar amount of duties on many, many products 
would be cut immediately all the way from modest amounts to as 
much as 16 percent. This would be accomplished by providing new 
bases of valuation for the purpose of applying tariff rates. 

This House has just passed H. R. 1. This measure gives the Presi- 
dent power to enter into reciprocal trade agreements and to effect 
tariff reductions. The State Department has just signed a new re- 
ciprocal trade agreement with Japan, lowering tariffs with that 
country and, under the most-favored-nation principle, extending such 
benefits to other countries. A similar agreement has just been entered 
into with Switzerland. H. R. 6040 constitutes an additional attack 
on tariff levels. It brings about not only double jeopardy but triple 
jeopardy to many industries, depending on whether their rates were 
cut in earlier trade agreements as well as in two recent ones negotiated 
for the benefit of Japan and Switzerland. 

H. R. 6040, if it should become law, would violate the basic princi- 
ples of our current foreign trade agreements program in the following 
respects: 

First. It provides for automatic arbitrary tariff cuts. These would 
be made without regard to their effect on domestic industry, and 
without hearing from the industries involved as to their effect. In 
this regard it would appear to ignore the basic policy of President 
Eisenhower which states that tariff reductions must—among other 
things—be “gradual” and “selective.” 

Second. Since the United States would receive no benefits from for- 
eign countries who themselves would benefit through the tariff reduc- 
tions involved, H. R. 6040 disregards the basic principle of reciprocity. 
No benefit to industries, labor or agriculture in the United States have 
been pointed out to this committee. Here again it would seem to be 
in conflict with the basic policy of President Eisenhower, which states 
that tariff reductions must—among other things—be “reciprocal.” 
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Third. H. R. 6040, if adopted, will, in effect, evade the peril-point 
provision in the Trade Agreements Act as amended. No opportunity 
is offered to anyone to submit facts as to whether the peril point of a 
given rate would be reached or passed as the result of H. R. 6040 
unless and until the article involved is included in the bargaining list 
for some future trade agreements. This would be a reversal of 
accepted congressional policy. 

Fourth. H. R. 6040, if adopted, would encourage double pricing 
by foreign countries. That is, it will encourage them to sell in the 
United States at prices lower than the prices they charge in their own 
country-or to other countries. In other words, it will encourage them 
to “dump” their products in the United States, with impunity, and 
will almost surely perpetuate the use of double prices, and perhaps of 
multiple currencies, which have long hindered trade relations among 
free nations. 

Fifth. H. R. 6040 will complicate rather than simplify customs 
procedures. Terms as used in the existing law have long since been 
defined so that they are well understood a customs examiners and 
by importers. The introduction of new standards will, if the experi- 
ence of leading members of the customs bar who testified before the 
committee offers any criterion, involve extended litigation and cus- 
toms proceedings before standardized interpretations are reached. 
As a result, the flow of imports could be impaired, and the backlog of 
cases, which are now rapidly disappearing under existing law, could, 
and probably will, reaccumulate. 

In addition, the two-price system which this bill would encourage, 
as we have indicated above, would necessarily result in many efforts 
to evoke the Antidumping Act. ‘The Congress must assume, of course, 
that the executive departments will use the Antidumping Act if foreign 
countries export to the United States at lower prices than they charge 
at home, or to other nations. In addition to the appraisal of imports 
for ordinary duty determinations, there would likely be a growing 
number of other investigations under the Antidumping Act on the 
same items. Thus, for many items a double review under two sets 
of laws would replace the single appraisal covering foreign and export 
values under present law. 

Finally, H. R. 6040 involves another attempt to write into trade 
legislation language taken directly from GATT. Such language was 
eliminated from H. R. 1 when the attempt was made there; and 
again, as in past extensions of the Trade Agreements Act, Congress 
has stated that the passage of the extension involved neither approval 
nor disapproval of GATT. 

We should not, by changing traditional language of United States 
legislation to conform to GATT language, give any implied approval 
of this strange octopus. 

Ricuarp M. Simpson. 
Noau M. Mason. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 859 





FREE IMPORTATION OF PERSONAL AND HOUSEHOLD 
EFFECTS BROUGHT INTO THE UNITED STATES UNDER 
GOVERNMENT ORDERS 





June 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H. R. 5560] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 5560) to make permanent the existing privilege of free importa- 
tion of personal and household effects brought into the United States 
under Government orders, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendments are as follows: 

Page 1, strike out lines 3 through 7, and insert: 


That (a) the Act of June 27, 1942, entitled “An Act to exempt from duty personal 
and household effects brought into the United States under Government orders”’, 
as amended (U. 8. C., title 50 App., sees. 801 and 802), is hereby amended to 
read as follows: “That under regulations to be prescribed by the Secretary of 
the Treasury, after consultation with such agencies as he shall consider to be 
substantially interested, the personal and household effects (with such limitation 
on the importation of alcoholic beverages and tobacco products as the Secretary 
may prescribe) of any person in the service of the United States who returns to 
the United States upon the termination of assignment to extended duty (as 
defined in the above-authorized regulations) at a post or station outside the 
customs territory of the United States, or of returning members of his family who 
have resided with him at such post or station, or of any person evacuated to the 
United States under Government orders or instructions, may be brought into 
customs territory of the United States without the payment of any duty or tax 
imposed upon, or by reason of, importation.” 

(b) The amendment made by subsection (a) shall be effective on and after 
July 1, 1955. 


Amend the title so as to read: 


A bill relating to the free importation of personal and household effects brought 
into the United States under Government orders, and for other purposes. 


55006 
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PURPOSE 





The purpose of H. R. 5560 is to provide permanent authority for 
the exemption from duty of personal and household effects brought 
into the United States under Government orders. Additionally, 
H. R. 5560 would amend the Tariff Act of 1930 (ch. 497, 46 Stat. 590), 
section 401 (a) of the Antismuggling Act (ch. 488, 49 Stat. 529), and 
sections 542, 544, and 545 of title 18, United States Code, so as to 
place the military and civilian personnel stationed on Johnston Island 
in the same legal position with regard to the customs laws and smug- 
ging Tae as the personnel stationed on Wade Island and Midway 
sland. 

This legislation was recommended to the Congress by the Depart- 
ment of Defense. 
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GENERAL STATEMENT 


The act of June 27, 1942 (Public Law 633, 77th Cong. ; 56 Stat. 461), 
allowed, until the day following the proclamation of peace by the 
: President, the free entry of personal and household effects of any per- 
i son returning to the United States under Government orders. 

| Public Law 450 of the 82d Congress extended the period of free 
entry to April 1, 1953. 

OFS Public Law 20 of the 83d Congress continued the free-entry privilege 
He to July 1, 1955. 

2 H. R. 5560 will provide a permanent free-entry privilege for the 
personal and household effects of certain persons in the service of the 
United States. 

The effect of this duty-free importation privilege is to avoid the 
imposition of undue administrative burdens upon persons evacuated 
to the United States and constitutes an important morale factor and 
inducement to overseas duty. 

In view of the continuing international obligations and commit- 
ments of the Federal Government requiring the presence in many 
parts of the world of substantial numbers of Government personnel, 
it is your committee’s opinion that the free-entry privileges as provided 
in this legislation should be made permanent. 

In making this authority permanent, your committee has adopted 
an amendment. which limits this bot hae privilege—under regula- 
tions to be prescribed by the Secretary of the Treasury--to persons 
in the service of the United States who return to the United States 
upon the termination of assignment to extended duty outside the 
customs territory of the United States, or of returning members of his 
family who have resided with him at the foreign post or station, or of 
any person evacuated to the United States under Government orders 
or instructions. This amendment has been adopted because it was 
brought to your committee’s attention that Government personnel 
assigned to duty outside the United States for relatively short periods 
of time are availing themselves of this free-entry privilege. 

H. R, 5560 would accord to personnel stationed on Johnston Island 
the same privilege granted to personnel stationed on Wake Island and 
Midway Island with respect to allowing personal and household effects 
to be admitted to the United States without payment of duty when 
such effects are forwarded to the United States by reason of Govern- 
ment instructions regarding the movement of the owner of the article. 


Ayre CoP, 
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FREE IMPORTATION OF PERSONAL AND HOUSEHOLD EFFECTS 3 


Personnel stationed on Wake Island and Midway Island are entitled 
under present law to this privilege because these islands were exempted 
from the customs laws of the United States by the act of June 25, 1938 
(ch. 679, 52 Stat. 1077) and are considered therefore, for customs 
purposes, as foreign countries. Under existing law a transfer of 
articles from Johnston Island to the Territory of Hawaii or the con- 
tinental United States is not considered to constitute ‘an importa- 
tion’? within the meaning of the applicable sections of the customs 
laws. 
COMMITTEE AMENDMENT TO H. R. 5560 


Your committee has been informed that it has been the consistent 
construction of present law that it applies to all personal and household 
effects imported by any employee of the United States who arrives in 
the United States under Government orders or by any member of the 
family of such an employee even though such employee may be 
absent from the United States for only a short period of time. Among 
ihe beneficiaries of the statute have been many Government em- 
ployees assigned to short periods of foreign duty, amounting in some 
cases to only a day or two. It has also been brought to the attention 
of your committee that abuses have developed with respect to ship- 
ments of liquor and tobacco products. 

The committee believes that when Government personnel are 
assigned to posts outside the United States under such circumstances 
that their household effects may be transported at Government ex- 
pense, and in some other cases where temporary assignments are so 
extended that items must be purchased abroad beyond the normal 
requirements of a tourist, such personnel deserve the benefits of the 
free-entry privilege, except as to liquor or tobacco products. Your 
committee was advised by the Treasury Department that in the 
administration of the law the Department would ordinarily limit 
importations of liquor and tobacco products to the amounts that 
may be imported duty free by returning United States residents under 
existing law. 

Your committee believes that Government personnel assigned to 
duty outside the United States for relatively short terms are ade- 
quately provided for by the exemptions applicable to other returning 
residents of the United States. 

Accordingly, your committee has adopted an amendment which 
eat that the duty-free privilege accorded under H. R. 5560 will 

e available only with respect to extended overseas assignments. 

Your committee is unanimous in urging the enactment of H. R. 
5560, as amended. 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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ACT OF JUNE 27, 1942 
(Public Law 633, 77th Cong.) 


AN AOT To exempt from duty personai and household effects brought into the United States under 
Government orders 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, under such regulations as the Secretary 
of the Treasury may prescribe, the personal and household effects of any person 
in the service of the United States, or of his family, or of any person evacuated 
to the United States under Government orders, may be brought into the United 
States or any of its possessions, pursuant to Government orders or instructions, 
without the payment of any duty or tax imposed upon, or by reason of, importa- 
tion. 

Sec. 2. [This Act shall be effective with respect to articles entered for con- 
sumption or withdrawn from warehouse for consumption on or after December 8, 
1941, and before July 1, 1955.] The free entry herein authorized shall apply to 
any effects described in section 1 which are in customs custody on the effective 
date of this Act, notwithstanding the provisions of sections 490 and 491 of the 
Tariff Act of 1930, as amended. 


TARIFF ACT OF 1930 


TITLE I—DUTIABLE LIST 


Section 1. That on and after the day following the passage of this Act, except 
as otherwise specially provided for in this Act, there shall be levied, collected, and 

aid upon all articles when imported from any foreign country into the United 
Btates or into any of its possessions (except the Philippine Islands, the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman Reef, Johnston 
Island, and the island of Guam) the rates of duty which are prescribed by the 
schedules and paragraphs of the dutiable list of this title, namely: 

7 ~ * * * * * 


TITLE II—FREE LIST 


Sec. 201. That on and after the day following the passage of this Act, except 
as otherwise specially provided for in this Act, the articles mentioned in the 
following paragraphs, when imported into the United States or into any of its 
setae (except the Philippine Islands, the Virgin Islands, American Samoa, 

ake Island, Midway Islands, Kingman Reef, Johnston Island, and the island 
of Guam), shall be exempt from duty: 

~*~ * * * * * * 


TITLE IV—ADMINISTRATIVE PROVISIONS 


Part I—DeEFIniTions 
Sec. 401. MiscELLANEOUs. 
When used in this title or in part I of title III— 
* sn * * 7. * 

(k) Unirep Srares.—The term “United States” includes all Territories and 
possessions of the United States, except the Philippine Islands, the Virgin Islands, 
American Samoa, Wake Island, Midway Islands, Kingman Reef, Johnston Island, 
and the island of Guam, 

* * * * a * * 


Part IV—TRANSPORTATION IN BOND AND WAREHOUSING OF MERCHANDISE 


* * * * * * * 
Sec. 557. Entry ror Warenouse—WareHousE Periop—DRaAwBack. 

(a) Any merchandise subject to duty, with the exception of perishable articles 
and explosive substances other than firecrackers, may be entered for warehousing 
and be deposited in a bonded warehouse at the expense and risk of the owner, 
importer, or consignee. Such merchandise may be withdrawn, at any time within 
three years from the date of importation, for consumption upon payment of the 
duties and charges accruing thereon at the rate of duty imposed by law upon such 
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merchandise at the date of withdrawal; or may be withdrawn for exportation or 
for transportation and exportation to a foreign country, or for shipment or for 
transportation and shipment to the Virgin Islands, American Samoa, Wake 
Island, Midway Islands, Kingman Reef, Johnston Island, or the island of Guam, 
without the payment of duties thereon, or for transportation and rewarehousing 
at another port or elsewhere, or for transfer to another bonded warehouse at the 
same port: Provided, That the total period of time for which such merchandise 
may remain in bonded warehouse shall not exceed three years from the date of 
importation. Merchandise upon which the duties have been paid and which 
shall have remained continuously in bonded warehouse or otherwise in the custody 
and under the control of customs officers, may be entered or withdrawn at any 
time within three years after the date of importation for exportation or for trans- 
portation and exportation to a foreign country, or for shipment or for transporta- 
tion and shipment to the Virgin Islands, American Samoa, Wake Island, Midway 
Islands, Kingman Reef, Johnston Island, or the island of Guam, under such 
regulations as the Secretary of the Treasury shall prescribe, and upon such entry 
or withdrawal, and exportation or shipment, the duties thereon shall be refunded. 


*~ * * * x * * 


Sec. 562. MANIPULATION IN WAREHOUSE. 


Unless by special authority of the Secretary of the Treasury, no merchandise 
shall be withdrawn from bonded warehouse in less quantity than an entire bale, 
cask, box, or other package; or, if in bulk, in the entire quantity imported or in & 
quantity not less than one ton weight. All merchandise so withdrawn shall be 
withdrawn in the original packages in which imported unless, upon the application 
of the importer, it appears to the collector that it is necessary to the safety or 
preservation of the merchandise to repack or transfer the same: Provided, That 
upon permission therefor being granted by the Secretary of the Treasury, and 
under customs supervision, at the expense of the proprietor, merchandise may 
be cleaned, sorted, repacked, or otherwise changed in condition, but not manu- 
factured. in bonded warehouses established for that purpose and be withdrawn 
therefrom for exportation to a foreign country or for shipment to the Virgin 
Islands, American Samoa, Wake Island, Midway Islands, Kingman Reef, 
Johnston Island, or the island of Guam, without payment of the duties, or for 
consumption, upon payment of the duties accruing thereon, in its condition and 
quantity, and at its weight, at the time of withdrawal from warehouse, with such 
additions to or deductions from the final appraised value as may be necessary by 
reason of change in condition. The basis for the assessment of duties on such 
merchandise so withdrawn for consumption shall be the adjusted final appraised 
value, and if the rate of duty is based upon or regulated in any manner by the 
value of the merchandise, such rate shall be based upon or regulated by such 
adjusted final appraised value. The scouring or carbonizing of wool shall not be 
considered a process of manufacture within the provisions of this section. Under 
such regulations as the Secretary of the Treasury shall prescribe, imported 
merchandise which has been entered and which has remained in continuous 
customs custody may be manipulated in accordance with the provisions of this 
section under customs supervision and at the risk and expense of the cons‘gnee, 
but elsewhere than in a bonded warehouse, in cases where neither the protection 
of the revenue nor the proper conduct of customs business requires that such 
manipulation be done in a bonded warehouse. 


SECTION 401 (a) OF THE ANTISMUGGLING ACT 
TITLE IV 


Section 401. When used in this Act— 

(a) The term “United States”, when used in a geographical sense, includes all 
Territories and possessions of the United States, except the Philippine Islands, the 
Virgin Islands, the Canal Zone, American Samoa, Wake Island, Midway Islands, 
Kingman Reef, Johnston Island, and the island of Guam. 


TITLE 18 OF THE UNITED STATES CODE 


Sec. 542. ENTRY OF GOODS BY MEANS OF FALSE STATEMENTS 

Whoever enters or introduces, or attempts to enter or introduce, into the 
commerce of the United States any imported merchandise by means of any fraudu- 
lent or false invoice, declaration, affidavit, letter, paper, or by means of any false 
statement, written or verbal, or by means of any false or fraudulent practice or 
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appliance, or makes any false statement in any declaration without reasonable 
cause to believe the truth of such statement, or procures the making of any such 
false statement as to any matter material thereto without reasonable cause to 
believe the truth of such statement, whether or not the United States shall or 
—_ be deprived of any lawful duties; or 

Whoever is guilty of any willful act or omission whereby the United States 
shall or may be deprived of any lawful duties accruing upon merchandise embraced 
or referred to in such invoice, declaration, affidavit. letter, paper, or statement, or 
affected by such act or omission— 

Shall be fined for each offense not more than $5,000 or imprisoned not more 
than two years, or both. 

Nothing in this section shall be construed to relieve imported merchandise 
from forfeiture under other provisions of law. 

The term ‘‘commerce of the United States’, as used in this section, shall not 
include commerce with the Philippine Islands, Virgin Islands, American Samoa, 
Wake Island, Midway Islands, Kingman Reef, Johnston Island, or Guam. 

s 7. s eo 6 @ @ 
Sec. 544, RELANDING OF GooDs 


If any merchandise entered or withdrawn for exportation without payment of 
the duties thereon, or with intent to obtain a drawback of the duties paid, or of 
any other allowances given by law on the exportation thereof, is relanded at any 
place in the United States without entry having been made, such merchandise 
shall be considered as having been imported into the United States contrary to 
law, and each person concerned shall be fined not more than $5,000 or imprisoned 
not more than two years, or both; and such merchandise shall be forfeited. 

The term ‘any place in the United States”, as used in this section, shall not 
include the Philippine Islands, Virgin Islands, American Samoa, Wake Island, 
Midway Islands, Kingman Reef, Johnston Island, or Guam. 


Sec. 545. SMUGGLING GOODS INTO THE UNITED STATES 


Whoever knowingly and willfully, with intent to defraud the United States, 
smuggles, or clandestinely introduces into the United States any merchandise 
which should have been invoiced, or makes out or passes, or attempts to pass, 
through the customhouse any false, forged, or fraudulent invoice, or other docu- 
ment or paper; or 

Whoever fraudulently or knowingly imports or brings into the United States, 
any merchandise contrary to law, or receives, conceals, buys, sells, or in any 
manner facilitates the transportation, concealment, or sale of such merchandise 
after importation, knowing the same to have been imported or brought into the 
United States contrary to law— 

" — be fined not more than $10,000 or imprisoned not more than five years, or 
oth. 

Proof of the defendant’s possession of such goods, unless explained to the satis- 
faction of the jury, shall be deemed evidence sufficient to authorize conviction for 
violation of this section. 

Merchandise introduced into the United States in violation of this section, or 
the value thereof, to be recovered from any person described in the first or second 
paragraph of this section, shall be forfeited to the United States. 

The term “United States’’, as used in this section, shall not include the Philip- 
= Islands, Virgin Islands, American Samoa, Wake Island, Midway Islands, 

<ingman Reef, Johnston Island, or Guam. 
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84TH CoNGREsS } HOUSE OF REPRESENTATIVES | REpoRT 


1st Session No. 860 





SOCIAL-SECURITY WAGE CREDITS FOR MILITARY 
SERVICE 





June 18, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coopsr, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H, R. 5936] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 5936) to provide wage credits under title II of the Social 
Security Act for military service before July 1956, and to permit 
application for lump-sum benefits under such title to be made within 
2 years after interment or reinterment in the case of servicemen 
dying overseas before July 1956, having considered the same, report 
favorably thereon with amendments and recommend that the bill, 
as amended, do pass. 

The amendments are as follows: 

Page 1, line 6, strike out “July 1, 1956” and insert in lieu thereof 
“April 1, 1956”, 

Page 1, line 10, strike out “July 1956” and insert in lieu thereof 
“April 1956”’. 

Amend the title so as to read: 

A bill to provide wage credits under title Il of the Social Security Act for 
military service before April 1956, and to permit application for lump-sum bene- 


fits under such title to be made within two years after interment or reinterment 
in the case of servicemen dying overseas before April 1956. 


PURPOSE 


H. R. 5936, as amended, would provide a continuation for 9 months, 
through March 31, 1956, of the existing provisions of title II of the 
Social Security Act, relating to (1) old-age and survivors insurance 
wage credits for military service, and (2) the payment of lump-sum 
death benefits where a serviceman dying overseas is reburied in this 
country. 
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Under existing law these provisions would not apply to service or 
deaths after June 30, 1955. 






















GENERAL STATEMENT 





Under the old-age and survivors insurance system, individuals who 
have served in the active military or naval service of the United States 

at any time since September 14, 1940, are, under certain circumstances, 
provided wage credits under the system of $160 per month for each 
month (or part thereof) of such service. Present law provides for 
these credits without any payment of taxes or the appropriation of 
funds to the old-age and survivors insurance trust fund. Under the 
existing provisions of law these wage credits will be provided onl 
for service performed prior to July 1, 1955. H. R. 5936, as amended, 
extends this provision so that it will apply to service performed prior 
to April 1, 1956. 

Your committee’s bill also extends the provision of the old-age and 
survivors insurance system under which the 2-year period, for filing 
claims for lump-sum death payments in the case of reburial in this 
country of servicemen dying overseas, begins to run from the date of 
reburial in this country instead of from the date of death overseas. 
This provision, which under existing law applies only in the case of 
deaths prior to July 1, 1955, would be extended to cases of deaths 
occurring before April 1, 1956. 

In view of the anticipated legislative recommendations of the 
House Select Committee on Survivors Benefits established pursuant 
to the authority of House Resolution 35 of the 84th Congress, it is 
your committee’s view that the extension of these provisions is 
desirable as a temporary measure pending the formulation of a long- 
range solution to the problem of retirement and related benefits for 
military personnel and their survivors based upon the recommenda- 
tions of this select committee. 

Your committee had tentatively approved an amendment to H. R. 
5936 whereby the cost of the old-age and survivors insurance benefits 
resulting from wage credits and lump-sum death benefits attributable 
to military service, would be met by special appropriations from the 
general funds of the ‘Treasury to reimburse the old-age and survivors 

insurance trust fund. , However, your committee was advised that 
the House Select Committee on Survivors Benefits expected to report 
favorably to the House legislation which would provide for such 
reimbursement. In view of that fact, your committee has amended 
H. R. 5936 to provide for a simple 9 months’ extension of existing law 
without any provisions for reimbursement of the old-age and survivors 
insurance trust fund included. 

It is your committee’s view that in the interest of guarding against 
the impairment of the old-age and survivors insurance trust fund it is 
necessary that the Congress provide for the reimbursement of the 
trust fund from the general funds of the Treasury. 

The enactment of this legislation was recommended by the Depart- 
ment of Defense. 

Your committee is unanimous in urging the favorable consideration 
of H. R. 5936, as amended. 




























sexta For 








Leapeanertadeielicctininn tei Rlerh eho 
tet “ 







m 
ba 
pa 
tic 
pa 
St 
su 
de 


pro 


= ty th Pe ete mnAanwonr6s6es & 


. ea aS Oe 





Se SNS Oe we Sw! 


ere eR DUS 


a 


mn 





SOCIAL-SECURITY WAGE CREDITS FOR MILITARY SERVICE 3 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 217 (f) or THE SocraLt Securiry Act 


(e) (1) For purposes of determining entitlement to and the amount of any 
monthly benefit or lump-sum death payment payable under this title on the 
basis of the wages and self-employment income of any veteran (as defined in 
paragraph (4)), such veteran shall be deemed to have been paid wages (in addi- 
tion to the wages, if any, actually paid to him) of $160 in each month during any 
part of which he served in the active military or naval service of the United 
States on or after July 25, 1947, and prior to [July 1, 1955] July 1, 1956. This 
subsection shall not be applicable in the case of any monthly benefit or lump-sum 
death payment if— 

(A) a larger such benefit or payment, as the case may be, would be 
payable without its application; or 
(B) a benefit (other than a benefit payable in a lump sum unless it is a 
commutation of, or a substitute for, periodic payments) which is based, in 
whole or in part, upon the active military or naval service of such veteran on 
or after July 25, 1947, and prior to [July 1, 1955] July 1, 1956, is determined 
by any agency or wholly owned instrumentality of the United States (other 
than the Veterans’ Administration) to be payable by it under any other law 
of the United States or under a system established by such agency or instru- 
mentality. 
The provisions of clause (B) shall not apply in the case of any monthly benefit or 
lump-sum death payment under this title if its application would reduce by 
$0.50 or less the primary insurance amount (as computed under section 215 prior 
to any recomputation thereof pursuant to subsection (f) of such section) of the 
individual on whose wages and self-employment income such benefit or payment 
is based. 

(2) Upon application for benefits or a lump-sum death payment on the basis 
of the wages and self-employment income of any veteran, the Federal Security 
Administrator shall make a decision without regard to clause (B) of paragraph (1) 
of this subsection unless he has been notified by some other agency or instrumen- 
tality of the United States that, on the basis of the military or naval service of 
such veteran on or after July 25, 1947, and prior to [July 1, 1955] July 1, 1956, 
a benefit described in clause (B) of paragraph (1) has been determined by such 
agency or instrumentality to be payable by it. If he has not been so notified, 
the Federal Security Administrator shall then ascertain whether some other agency 
or wholly owned instrumentality of the United States has decided that a benefit 
described in clause (B) of paragraph (1) 4s payable by it. If any such agency 
or instrumentality has decided, or thereafter decides, that such a benefit is pay- 
able by it, it sha!l so notify the Federal Security Administrator, and the Adminis# 
trator shall certify no further benefits for payment or shall recompute the amount 
of any further benefits payable, as may be required by paragraph (1) of this 
subsection. 

(3) Any agency or wholly owned instrumentality of the United States which 
is authorized by any law of the United States to pay benefits, or has a system of 
benefits which are based, in whole or in part, on military or naval service on or 
after July 25, 1947, and prior to [July 1, 1955] July 1, 1956, shall, at the request 
of the Federal Security Administrator, certify to him, with respect to any veteran, 
such information as the Administrator deems necessary to carry out his functions 
under paragraph (2) of this subsection 

(4) For the purposes of this subsection, the term ‘‘veteran” means any individual 
who served in the active military or naval service of the United States at any 
time on or after July 25, 1947, and prior to [July 1, 1955] July 1, 1956, and who, if 
discharged or released therefrom, was so discharged or released under conditions 
other than dishonorable after active service of ninety days or more or by reason 
of a disability or injury incurred or aggravated in service in line of duty: but such 
term shall not include any individual who died while in the active military or 
naval service of the United States if his death was inflicted (other than by an 
enemy of the United States) as lawful punishment for a military or naval offense. 
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Last SENTENCE oF SecTion 202 (i) or THe Soctau Securiry Act 


In the case of any individual who died outside the forty-eight States and the 
District of Columbia after December 1953 and before [July 1955] July 1956, 
whose death occurred while he was in the active military or naval service of the 
United States, and who is returned to any of such States, the District of Columbia, 
Alaska, Hawaii, Puerto Rico, or the Virgin Islands for interment or reinterment, 
the provisions of the preceding sentence shall not prevent payment to any person 
under the second sentence of this subsection if application for a lump-sum death 
payment with respect to such deceased individual is filed by or on behalf of such 
person (whether or not legally competent) prior to the expiration of two years 
after the date of such interment or reinterment. 
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AMENDING THE ACT OF JULY 3, 1952, RELATING TO 
RESEARCH IN THE DEVELOPMENT AND UTILIZATION 
OF SALINE WATERS 





JuNE 20, 1955.—Ordered to be printed 





Mr. ENGL», from the committee of conference, submitted the following 


CONFERENCE REPORT 


(To accompany H. R. 2126) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 2126) to 
amend the act of July 3, 1952, relating to research in the development 
and utilization of saline waters, having met, after full and free con- 
ference, have agreed to-recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter inserted by the Senate amendment insert the 
following: That the Act of July 3, 1952 (66 Stat. 328; 42 U.S. C., sees. 
1951 ff.), is hereby amended as follows: 

(1) By modifying subsection (a) of section 2 of said Act so as to read: 
“by means of research grants and contracts as set forth in subsectior. (d) 
of this section and by use of the facilities of existing Federal scientific 
laboratories within the monetary limits set forth in section 8 of this Act, 
to conduct research and technical development work, to make careful 
engineering studies to ascertain the lowest investment and operating costs, 
and to determine the best plant designs and conditions of operation’. 

(2) By modifying section 3 of said Act to add the following: “Simi- 
larly, the fullest cooperation by and with the Atomic Energy Commission 
and the Civil Defense Administration in research shail be carried out in 
the interest of achieving the objectives of the program.’’. 

(3) By modifying section 8 of said Act so as to read: ‘There are 
authorized to be appropriated such sums, but not more than $10,000,000 
in all, as may be required (a) to carry out the provisions of this Act during 
the fiscal years 1953 to 1963, inclusive, (b) to finance for not more than 
two years beyond the end of said period such grants, contracts, cooperative 
agreements, and studies as may theretofore have been undertaken pursuant 


55006 


| 
i 


MiBRANIES 


CF MICHIGAN 


VNIVERSIITY 








¥ 
2 AMEND ACT OF JULY 3, 1952, RELATING TO SALINE WATERS 


to this Act, and (c) during the same additional period plus one more year, 
to correlate, coordinate, and round out the results of studies and research 
undertaken pursuant to this Act. Departmental expenses for direction 
of the program authorized by this Act and for the correlation and coordina- 
tion of information as provided in subsection (d) of its section 2 shall not 
exceed $2,000,000 and not more than $2,500,000 shall be expended for 
research and development in Federal laboratories. Both of said sums 
shall be scheduled for expenditure in equal annual amounts insofar as is 
practicable: Provided, That not to exceed 10 per centum of the funds 
available in any one year for research and development may be expended 
in cooperation with public or private agencies in foreign countries in the 
development of processes useful to the program in the United States: 
And provided further, That contracts or agreements made in pursuance 
of this proviso shall provide that the results or information developed in 
connection therewith shall be available without cost to the program in the 
United States herein authorized.” 
And the Senate agree to the same. 

Ciatr ENGLE, 

Wayne N. ASPINALL, 

Leo W. O’Brien, 

A. L. Miter, 

Joun P. Saytor, 

Managers on the Part of the House. 


Ciinton P. ANDERSON, 
Henry M. Jackson, 
JosepH C. O’Manoney, 
Eugene D. MILuikin, 
ArtHur V. WarkINs, 
Managers oan the Part of the Senate. 








STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House, at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 2126) to amend the act of July 3, 1952, relating to 
research in the development and utilization of saline waters, submit 
the following statement in explanation of the effect of the action 
agreed upon and recommended in the accompanying conference 
report: 

The language agreed upon in the conference does not alter or change 
the basic purposes or provisions of the bill as passed by the House. 
The changes are in the amounts authorized to be appropriated and 
used for various purposes. The managers for the House agreed with 
the Senate position that national and international conditions require 
that the program be expedited and, therefore, the amount ($10,000,000) 
proposed by the Senate for the research program over the 13-year 
period is retained in the bill. 

The Nation’s rapidly increasing population and expanding industry, 
with the corresponding rapidly increasing needs for water, the critical 
water situations that have developed in many areas in recent years, 
and national and international conditions in this atomic age all reflect 
the imperative need for speeding the objectives of this program. It 
may become necessary within the term of this program for many 
areas to depend on salt or saline water conversion for a water supply. 
Ways and means must be found without undue delay for economically 
converting salt or saline water to fresh water. The program cannot 
be allowed to drift along without producing concrete results, and it is 
expected that with the expanded implementation of the saline-water 
program authorized by this legislation results will be obtained. 

The language agreed upon in the conference specifically requires 
close cooperation and coordination of the saline water research pro- 

ram with and by the Atomic Energy Commission and the Civil 
Pied Administration in the interest of achieving the objectives of 
the program. National and world conditions emphasize the desira- 
bility of tying the saline-water program in directly with the Atomic 
Energy and Civil Defense activities. Also, energy is a primary 
factor in the demineralization of saline water and atomic power may 
in the future be the answef to low-cost production of fresh water from 
salt or saline water. 

Cuan ENGLE, 

Wayne N. AspINaLt, 

Leo W. O’Brien, 

A. L. MItter, 

JoHN P. SayLor, 

Managers on the Part of the House. 
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PROVIDING FOR CONSTRUCTION OF DISTRIBUTION SYSTEMS ON 
AUTHORIZED FEDERAL RECLAMATION PROJECTS BY IRRIGA- 
TION DISTRICTS AND OTHER PUBLIC AGENCIES 





June 20, 1955.—Ordered to be printed 





Mr. EnGuz, from the committee of conference, submitted the following 


CONFERENCE REPORT 


(To accompany H. R. 103] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 103) to 
provide for the construction of distribution systems on authorized 
Federal reclamation projects by irrigation districts and other public 
agencies, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter inserted by the Senate amendment insert the 
following: That irrigation distribution systems authorized to be con- 
structed under the Federal reclamation laws may, in lieu of construction 
by the Secretary of the Interior (referred to in this Act as the “‘ Secretary’), 
be constructed by irrigation districts or other public agencies according to 
plans and specifications approved by the Secretary as provided in this Act. 

Sec. 2. To assist financially in the construction of the aforesaid local 
irrigation distribution systems by irrigation districts and other publie 
agencies the Secretary 1s authorized, on application therefor by such 
irrigation districts or other public agencies, to make funds available on a 
loan basis from moneys appropriated for the construction of such dis- 
tribution systems to any irrigation district or other public agency in an 
amount equal to the estimated construction cost of such system, contingent 
upon a finding by the Secretary that the loan can be returned to the United 
States in accordance with the general repayment provisions of sections 
2 (d) and 9 (d) of the Reclamation Project Act of August 4, 1939, and 
upon a showing that such district or agency already holds or can acquire 
all lands and interests in land (ercept public and other lands or interests 
in land owned by the United States which are within the administrative 
jurisdiction of the Secretary and subject to disposition by him) necessary 
for the construction, operation, and maintenance of the project. The 
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Secretary shall, wpon approval of the loan, enter into a repayment con- 
tract which includes such provisions as the Secretary shall deem necessary 
and proper to provide assurance of prompt repayment of the loan. The 
term “irrigation district or other public agency” shall for the purposes of 
this Act mean any conservancy district, irrigation district, water users’ 
organization, or other organization, which is organized under State law 
and which has capacity to enter into contracts with the United States 
pursuant to the Federal reclamation laws. 

Szc. 3. The Secretary shall require as a condition to any such loan, 
that the water users’ organization contribute in money or materials, labor, 
lands, or interests in land, computed at their reasonable value, a portion, 
not in excess of ten per centum, of the construction cost of such project 
(including all costs of acquiring lands, and interests in land), and that 
the plans for the distribution system are in accord with sound engineering 

ractices and will achieve the purposes for which the system was author- 
ized. Organizations contracting for repayment of the loans shall operate 
and maintain such works in conformity with reasonable contractual 
requirements determined to be appropriate for the protection of the 
United States, and when full repayment has been made to the United 
States, the Secretary shall relinquish all claims under said contracts. 
Title to distribution works constructed pursuant to this Act shall at all 
times be in the contracting water users’ organizations. In addition to 
any other authority the Secretary may have to grant rights-of-way, ease- 
ments, flowage rights, or other interests in lands for project purposes, 
the Secretary or the head of any other executive department may sell and 
convey to any irrigation district or other public agency at fair value lands 
and rights-of-way owned by the United States (other than lands being 
administered for national park, national monument, or wildlife pur- 
poses) which are reasonably necessary to the construction, operation, and 
maintenance of an irrigation distribution system under the provisions of 
this Act. No benefits or privileges under reclamation laws including 
repayment provisions shall be denied an irrigation distribution system 
because such system has been constructed pursuant to this Act. The 
provisions of this Act shall apply only to irrigation purposes, including 
ancidental domestic and stock water, and loans hereunder shall be interest 
free. Nothing in this Act shall be construed to repeal or limit the proce- 
dural and substantive requirements of section 8 of the Act of June 17, 1902. 

Sec. 4. Except as herein otherwise provided, the provisions of the 
Federal reclamation laws, and Acts amendatory thereto, are continued 
in full force and effect. 


And the Senate agree to the same. 


Criarr ENGLE, 
Wayne N. AspINALt, 
Leo W. O’Brien, 
A. L. MILuer, 
Joun P. Sartor, 
Managers on the Part of the House. 


Curnton P. ANDERSON, 
Henry M. Jackson, 
JosEePpH ©. O’MAHONEY, 
EvGene D. MIturkin, 
Artuur V. WarkKINs, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House, at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 103) to provide for the construction of distribution 
systems on authorized Federal reclamation projects by irrigation 

istricts and other public agencies, submit the following statement 
in explanation of the effect of the action agreed upon and recom- 
mended in the accompanying conference report. 

The language agreed upon in the conference does not alter or 
change the basic provisions of the bill as passed by the House. The 
language agreed upon sets out in more detail than the language of 
the House-passed bill the requirements of applicant organizations 
and the conditions under which the Secretary can make loans. 

The conference committee considered whether, in the event that 
lands and rights-of-way costs amounted to more than 10 percent, the 

rovision requiring a showing that the applicant organization ‘already 
olds or can acquire all lands and interests in land’’ would be in conflict 
with the provision “that the water users’ organization contribute in 
money or materials, labor, lands. or interests in land, computed at 
their reasonable value, a portion, not in excess of 10 percentum, of 
the construction cost of such project (including all costs of acquiring 
lands, and interests in land).’’ The conference committee agreed that 
the former provision is in the nature of a physical requirement whereby 
it is necessary to show that all lands and interests in land can physi- 
cally be acquired whereas the latter provision is a financial require- 
ment, and that, therefore, there can be no conflict between the two 
provisions. 
Cuiair ENGLE, 
Wayne N. AsprImNnatt, 
Leo W. O’Brien, 
A. L. MILuer, 
Joun P. Saytor, 
Managers on the Part of the House. 
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June 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coo.ry, from the Committee on Agriculture, submitted the 
following 


REPORT 


{To accompany H. R. 5168] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 5168) to provide for retirement of the Government capital 
in certain institutions operating under the supervision of the Farm 
Credit Administration, to increase borrower participation in the man- 
agement and control of the Federal farm credit system, and for 
other purposes, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Page 10, line 14, after “Sec. 103” insert “(a)”. 

Page 12, line 9, strike out “offective” and insert “effective”. 

Page 12, beginning on line 20, strike out “pro rata in accordance 
with the second sentence of subsection (c) of this section”’. 

Page 13, beginning on line 19, strike out the remainder of page 13, 
all of page 14, and through line 2 on page 15, and insert: 


“(c) APPLICATION OF AssETS ON LIQUIDATION OR Disso_vuTiIon.—In the case 
of liquidation or dissolution of any bank for cooperatives, after the payment or 
retirement, as the case may be, first, of all liabilities; second, of all capital stock 
issued before the effective date of title I of the Farm Credit Act of 1955 held by 
cooperative associations at par, all class A stock at par, and all class B stock at 
par; and third, of all class C stock at par; any surpluses and contingency reserves 
existing on the effective date of said title I shall be paid to the holders of out- 
standing capital stock issued before the effective date of said title I, class A stock 
and class C stock pro rata, and any remaining surplus and contingency reserves 
shall be distributed to those entities to which they are allocated on the books of 
the bank If it should become necessary to use any surplus or contingency 
reserves to pay any liabilities or to retire any capital stock, allocated contingency 
reserves and surplus shall be exhausted first in accordance with rules prescribed 
by the Farm Credit Administration.” 

(b) For purposes of applying the amendment in subsection (a) of this section, 
that part of the fiscal year 1956 preceding the effective date of title | of this Act 
and that part of such year following said effective date shall be deemed to be 
separate fiscal years. 
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Page 16, line 23, strike out “three” and insert “six”. 

Page 17, line 19, strike out “three” and insert “six’’. 

Page 23, beginning on line 14, strike out all of section 201, through 
page 28, line 8, and renumber following sections to conform. 

Page 30, beginning on line 20, strike out all of sections 207 and 208, 
through page 31, line 8. 

Page 34, line 10, strike out “therefore” and insert “therefor”. 

Page 34, line 13, strike out the period at the end of subsection (d) 
and insert “and substituting ‘but loans to any one borrower shall not 
exceed $100,000 unless approved by the Farm Credit Administra- 
tion’,”’. 

Page 35, line 10, strike out “capitol” and insert “capital”. 

Page 37, line 2, after “Sec. 401.” strike out through and including 
the colon on line 8, and insert: 

(a) Section 5 (b) of the Farm Credit Act of 1937, as amended, is amended by 
changing the sixth sentence thereof to read as follows: 

“After the date of enactment of the Farm Credit Act of 1955, no person shall 
be eligible for election or appointment to membership on said Board if such per- 
son has within one year next preceding the commencement of the term been a 
salaried officer or employee of the Farm Credit Administration, or a salaried 
officer or employee of any corporation operating under the supervision of the 
Farm Credit Administration.” 

(b) Section 5 (d) of the Farm Credit Act of 1937, as amended, is amended— 

(1) by substituting “six months” for “three months” wherever it occurs 
in paragraph (2) thereof; and 
(2) by adding at the end thereof a new paragraph as follows:’’. 

Page 38, line 9, strike out “this sentence” and insert “the Farm 
Credit Act of 1955’’. 

STATEMENT 


Section 2 of the Farm Credit Act of 1953 (act of August 6, 1953) 
states that it is the policy of Congress “to encourage and facilitate 
increased borrower participation in the management, control, and 
ultimate ownership under the permanent system of agricultural credit 
made available through institutions operating under the supervision 
of the Farm Credit Administration.”” The same section requires the 
Federal Farm Credit Board, established by the 1953 act, to study the 
further steps needed to carry this policy into effect and to recommend 
to Congress such additional and supplemental legislation as might be 
required. 

The Board’s report, including a draft of its recommendations in 
legislative form, was submitted to Congress on December 8, 1954, and 

rinted as Senate Document 7, 84th Congress. H. R. 5168, reported 
erewith, embodies most of the recommendations contained in that 
report. 

At the hearings on the bill, which continued for several days, 
numerous witnesses, including representatives of the major farm 
organizations, appeared in support of the measure. No witnesses 
appeared in opposition to the bill as a whole but there was a substantial 
difference of opinion as to the merits of certain portions of the bill. 
In general, the committee amendments have changed or removed 
from the bill those portions to which there was substantial opposition. 
These will be discussed in more detail later in the réport. 
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Farm Crepit System 


Following is a brief outline of the Federal farm credit system. It 
consists of the following: 

1. The Farm Credit Administration which supervises, examines 
and coordinates the activities of the credit agencies in the Feder 
farm credit system. The Farm Credit Administration consists of the 
Federal Farm Credit Board, the Governor, and its other officers and 
employees. 

2. The Federal land-bank system established pursuant to the Fed- 
eral Farm Loan Act approved July 17, 1916. It consists of 12 Federal 
land banks which provide farmers and ranchers with long-term credit 
on farms and ranches through approximately 1,100 national farm loan 
associations. 

3. The Federal intermediate credit bank system established pur- 
suant to the Agricultural Credits Act of 1923. It consists of 12 banks 
which discount paper for or make loans to production credit associa- 
tions and also to certain private credit agencies making short-term 
agricultural loans to farmers and ranchers. 

4. The production credit system created by the Farm Credit Act 
of 1933. It consists of 12 production credit corporations and 498 
production credit associations. The production credit corporations 
supervise the production credit associations, which make short-term 
agricultural loans to farmers and ranchers. 

5. The system of banks for cooperatives also created by the Farm 
Credit Act of 1933. It includes 12 regional banks for cooperatives 
and 1 Central Bank for Cooperatives, whieh extend credit to farmers’ 
marketing, purchasing, and service cooperatives. 

6. The Federal Farm Mortgage Corporation organized under the 
Federal Farm Mortgage Corporation Act of 1934. ‘This is the Cor- 
poration which made the Land Bank Commissioner-type loan under 
the Emergency Farm Mortgage Act of 1933. It is now principally 
engaged in liquidating the remaining loans so made and the assets 
which it acquired in connection with such loan program. 

The United States is divided into 12 farm credit districts and in 
each district there is a Federal land bank, a Federal intermediate 
credit bank, a production credit corporation, and a bank for coopera- 
tives. In order to coordinate the operations of each of these institu- 
tions in each district there is a district farm credit board, the members 
of which are ex officio directors of each of the institutions. However, 
each of the institutions has its own officers elected by its board of 
directors. Each district board now consists of 7 members selected 
as follows: 2 members elected by the district national farm loan as- 
sociations, 2 members elected by the district production credit asso- 
ciations, 1 member elected by the cooperative associations which hold 
stock in the regional bank for cooperatives, and 2 members appointed 
by the Governor of the Farm Credit Administration. 

The bill is divided into four titles: Title I relates to banks for co- 
operatives; title II relates to the production credit system; title III 
to the Federal land-bank system; and title IV contains miscellaneous 
provisions relating to the conduct of elections pertaining to member- 
ship on district farm credit boards and to nominees for appointment 
t = the terms of office of members on, the Federal Farm Credit 
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FARM CREDIT ACT OF 1955 


TITLE I--BANKS FOR COOPERATIVES 





. The system of banks for cooperatives consists of 13 banks, 12 re- 
gional banks for cooperatives, 1 located in each farm credit district, 
and the Central Bank for Cooperatives located in Washington, D. C. 
Upon organization, the banks were capitalized by the United States 
out of the revolving fund from which the Federal Farm Board previ- 
ously made loans under the Agricultural Marketing Act of 1929. The 
original capitalization amounted to $110 million. As the credit 
service of these banks to farmers’ cooperatives increased, capital sub- 
scriptions by the United States increased until they reached $178.5 
million in 1945. Although the banks have continued to increase 
their credit services to cooperatives, such subscriptions have now been 
reduced to $150 million. Farmers’ cooperative associations borrow- 
ing from the banks are required to purchase capital stock or subscribe 
to the guaranty fund (both of which are hereafter referred to as capital 
stock) of the banks in stated amounts related to the size and type of 
loans. As of December 31, 1954, cooperative associations held capital 
stock totaling $19,904,400, and the banks had earned surplus and 
reserves in the sum of $81,720,003. A balance of approximately 
$35.7 million remains in the revolving fund available for further sub- 
scriptions to capital in these banks if the need therefor should arise. 

The banks for cooperatives obtain their loan funds, in addition to 
the capital and surplus, through the sale of debentures to the public 
and by loans from the Federal intermediate credit banks and com- 
mercial banks. Since August 23, 1954, the banks have been author- 
ized to sell consolidated collateral trust debentures which are the joint 
and several obligations of all of the banks. Prior to that date only the 
Central Bank had the authority to issue and sell debentures. The 
first issue of consolidated debentures was dated February 1, 1955, and 
was issued to refinance an issue of Central Bank debentures. The 
authority to issue consolidated debentures gave the banks a broader 
base for borrowings and should assist the banks to rely more heavily 
upon the use of borrowed funds in their lending operations. 

As previously stated, the banks for cooperatives make loans to 
farmers’ marketing, purchasing, and service cooperatives. The loan 
programs of the 12 regional banks and the Central Bank are coor- 
dinated to avoid duplication of operations and lending authority. 
Lending limits are established by the Farm Credit Administration 
for the regional banks based on a percentage of their capital, surplus, 
and reserves depending on the type of loan. These lending limits are 
sufficient to enable the regional banks to meet the needs of most 
cooperative associations. When the amount of loans applied for by 
a single borrowing association would exceed the lending limits of a 
regional bank, the amount above the lending limit is offered to the 
Central Bank. Thus a regional bank, with the Central Bank par- 
ticipating in the larger loans, has been able to distribute the risk, 
and the system has been able to render adequate credit service on a 
sound basis to both large and small farmers’ cooperatives throughout 
the Nation. The Central Bank makes a few loans direct. Also, it 
has served as a source of funds for the district banks which has per- 
mitted greater use of the resources of the system. 

Under present law, the required capital stock purchases by borrow- 
ing cooperatives will not furnish sufficient capital funds to permit the 
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banks to operate on a sound basis and meet the credit needs of farmers’ 
cooperatives. As presently organized, the use of Government capital 
is essential to continued operation of the system. 

The primary purpose of title I of the bill is to provide a plan under 
which the banks would be organized on a truly cooperative basis. 
Borrowing cooperatives would continually make capital contributions 
to the system so long as they used its credit service. Each year final 
net savings (after taxes, dividends, reserves, and surplus require- 
ments) would be distributed as patronage refunds to borrowing 
cooperatives in the form of capital stock, all of which capital would 
remain in the system until all of the capital stock of the United States 
had been retired. Each year Government capital would be retired 
in an amount equal to the required stock contributions of and the 
patronage refunds to the borrowing cooperatives. 


TITLE II—-PRODUCTION CREDIT SYSTEM 


Title IT of the bill relates to the production credit system consisting 
of 12 production credit corporations, which are wholly Government- 
owned, and 498 production credit associations. Currently , 415 of the 
production credit associations are wholly member-owned and 83 are 
jointly owned by their members and the production credit corporations 
of their respective districts. 

When this system was established in 1933 the production credit 
corporations were created as wholly owned Government corporations 
to organize, capitalize, and supervise the production credit associations 
in each district so that short-term agricultural credit would be avail- 
able to farmers and ranchers throughout the United States on a 
cooperative basis. 

The corporations were capitalized by stock subscriptions made on 
behalf of the United States out of a revolving fund of $120 million. 
As each association was organized the corporation subscribed to the 
initial capital in order to enable it to commence operations. Approxi- 
mately $90 million of the corporation’s capital was used to purchase 
stock in the associations. As the financial position of the associations 
grew on a sound basis through capital contributions made by their 
members and through the accumulation of earnings, the capital stock 
held by the corporations was retired and the proceeds were returned 
to the corporations. By this process the associations are being con- 
verted into member-owned associations, as all but approximately $3 
million of the original approximately $90 million has been returned. 

As of December 31, 1954, member-owned stock in the 498 associa- 
tions was as follows: Class A stock, $25,019,916; class B stock, 
$69,590,065. No class C stock has been sold. 

As of December 31, 1954, the corporations had outstanding stock 
owned by the United States in the amount of $31,735,000 and earned 
surplus and reserves totaling $14,037,840. There remains in the 
revolving fund $58,265,000 available for possible future subscriptions 
to stock in the corporations, $30 million having been returned from 
the original revolving fund to the general fund of the Tr easury. All 
of the operating costs of the corporations are paid out of earnings on 
their investments or out of their accumulated surplus funds. 
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TITLE III-—-FEDERAL LAND BANK SYSTEM 


Title III of the bill contains proposed amendments relating to the 
land-bank system, the purpose and objective of which are to increase 
borrower participation in the operations of the system, to increase 
operating efficiency, and to render a more complete long-term credit 
service to agriculture. 

The Federal land-bank system consists of 12 Federal land banks 
and approximately 1,100 national farm loan associations. All of the 
national farm loan associations are capitalized and owned by their 
members, and all of the capital stock of each Federal land bank is 
owned by the national farm loan associations; therefore, the land- 
bank system is wholly member-owned. As of December 31, 1954, 
the national farm loan associations owned $78 million of capital stock 
in the land banks, and the land banks had earned surplus and reserves 
totaling $260 million. 

Initially this system was primarily capitalized by the United States, 
under a plan which provided for eventual borrower ownership through 
the retirement of the Government’s capital stock subscriptions as 
capital contributions of members increased. 

he land banks make their loans to farmers and ranchers through 
the national farm loan associations. Each borrower must be a member 
of the association through which he obtains a loan and he must pur- 
chase stock in the association in an amount equal to $5 for each $100 
borrowed. The association in turn must have a like amount of stock 
in the land bank. When the Government had capital invested in the 
land banks, the law required that each year an amount equal to 25 
percent of the subscriptions by the national farm loan associations be 
retired. Originally the Government made stock subscriptions total- 
ing about $9 million. By 1932 this figure had been reduced to about 
$150,000. However, in order to enable the banks to render their 
credit services to agriculture during the severe depression of the early 
thirties, $125 million was made available in 1932 for subscriptions by 
the United States to capital stock of the Federal land banks, and under 
subsequent legislation, the first of which was enacted in 1933, the 
United States subscribed to the paid-in surplus of the banks in the 
amount of approximately $189 million to enable the banks to grant 
deserving borrowers extensions and deferments of payments due on 
mortgage loans. By 1947, the banks had repaid all of these funds, 
and have since been completely member-owned. 

The banks obtain their loan funds over and above their capital by 
the sale of consolidated farm loan bonds to the public. These bonds 
are the joint and several obligations of the banks, and are not guaran- 
teed either as to principal or interest by the United States. As of 
December 31, 1954, the banks had outstanding consolidated bonds in 
the principal sum of approximately $1,030 million. 

At the present time the banks can make loans on farm properties 
in amounts not in excess of 65 percent of the normal value of the indi- 
vidual farm offered as security as that value is determined by land- 
bank appraisers. These appraisers are employees of the Farm Credit 
Administration and they operate under appraisal standards pre- 
scribed by the Farm Credit Administration. Loans so made are 
eligible collateral for the consolidated bonds isused by the banks. 


* * * * * * * 
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ComMiITTEE AMENDMENTS 


With the exception of perfecting and clarifyimg amendments, 
following is an explanation of the amendments to the bill made by the 
committee: 

SECTION 103 


This section amends section 36 of the Farm Credit Act of 1933. 
The language of subsection (c) contained in the bill as introduced 
would have retained a permanent Government interest in the surplus 
and reserves of the banks for cooperatives, even after all the Govern- 
ment stock in the banks had been retired. The amendment made 
by the committee will retain a Government interest in the surplus 
and reserves only so long as, and to the extent that, there is Govern- 
ment ownership of stock in the banks. In the event of liquidation, 
the assets remaining after payment of liabilities would be divided 
pro rata among the stockholders. 


SECTION 201 


This section, covering about five pages in the bill, provided for 
substantial changes in the financial structure and operation of the 
production credit associations and for the assumption of ownership 
by the associations of the production credit corporations. This was 
the most generally opposed section of the bill. There was no unanim- 
itv of criticism. Some witnesses thought it was too generous in its 
treatment of production credit associations—others that it imposed 
too heavy an obligation on them. The great majority were agreed, 
however, that the matter should have further study. With this the 
committee agrees. It has removed section 201 from the bill with the 
understanding that the Farm Credit Board will give this whole matter 
further study and will make new recommendations on the subject by 
the time Congress meets in January 1956. Deletion of section 201 
required also the deletion of two minor sections of title II: sections 
207 and 208. 

SECTION 304 


This section amends section 12 of the Federal Farm Loan Act, 
which establishes the terms and conditions on which farm mortgage 
loans may be made by the Federal land banks. Subsection (a) of the 
bill as introduced would have increased the present ceiling of $100,000 
on such loans to $200,000 and eliminated the requirement that loans 
in excess of $25,000 must have the approval of the central office of 
the Farm Credit Administration. The committee amendment puts 
the ceiling at $200,000 but requires that any loan in excess of $100,000 
must have the approval of the Farm Credit Administration. 


SECTION 401 


The committee has added an amendment which will prohibit 
salaried officers or employees of the Farm Credit Administration from 
hereafter being elected or appointed members of a district farm credit 
board. Such employees are now ineligible for appointment but not 
for election. The provision will not affect the term of office of anyone 
now serving on such a board. 

a * * * * * 
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ANALYSIS OF THE BILL 
Short title 


Section 1 provides that the short title of the bill shall be the Farm 
Credit Act of 1955. 














TITLE I--BANKS FOR COOPERATIVES 






Stock of the banks for cooperatives (sec. 101) 


Section 101 would amend section 42 of the Farm Credit Act of 1933 
so as to provide three classes of stock for the banks for cooperatives: 
Class A, class B, and class C. Each class would have a par value of 
$100 a share. 

Under present law, there is but one class of stock for the banks 
for cooperatives. Approximately 88 percent of the aggregate stock of 
the Central and regional banks for cooperatives is held by the Gov- 
ernor of the Farm Credit Administration on behalf of the United 
States. The balance is held by borrowers from the banks, who are 
required to purchase stock or subscribe to the guaranty fund in 
amounts related to the size of their loans. Present law authorizes 
dividends up to 7 percent per annum, but no dividend has been de- 
clared or paid by a bank for cooperatives. The rights of existing 
i stockholders of the banks are adequately protected. 

i Class A stock.—Class A stock would be held only by the Governor 
a of the Farm Credit Administration on behalf of the United States. 
Existing stock so held by the Governor on the effective date of title I 
of the bill would be exchanged, share for share, for class A stock of 
the respective banks. Class A stock would be nonvoting and it would 
not be entitled to dividends. At the end of each fiscal year, each 
bank would determine the amount of class A stock to be retired by the 
bank. Funds from the retirement of class A stock would be paid into 
the revolving fund in the United States Treasury from which sub- 
seriptions to stock of the banks are made and would continue to be 
available for subscriptions to class A stock when required for the 
Papo of meeting the credit needs of eligible borrowers from the 

anks. 

Pi The amount of class A stock which each bank would be required to 
cy retire each year would be the equivalent in dollar value of the amount 
ee of class C stock issued by the bank for that year except that (1) 
class C stock issued by a regional bank on account of class C stock 
issued to it by the Central Bank, (2) class C stock issued by a regional 
bank in exchange for class B stock the proceeds of which were used to 
retire an equivalent amount of class A stock, and (3) class C stock 
issued by a regional bank in exchange for capital stock of the bank 
outstanding on the effective date of title I would not be included in 
calculating the minimum amount of class A stock the bank must 
retire. Any amount of class A stock retired in excess of such mini- 
mum amount in any one year could be used to reduce to that extent 
the amount required to be retired in any subsequent year. 

Class B stock.—Class B stock would be an investment stock intended 
for sale to farmers’ cooperative associations and others as one of the 
new means of capitalizing the banks for cooperatives. It would be 
sold only at par and would be nonvoting. With the approval of the 
Farm Credit Administration, a bank would be authorized to pay 
noncumulative dividends on class B stock not in excess of 4 percent 
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per annum, if the surplus account of the bank after the payment of 
such dividends would not be less than 25 percent of the bank’s out- 
standing stock. Patronage refunds could not be distributed in any 
year unless for that year a dividend of at least 2 percent was paid on 
class B stock. Class B stock would be issued in series and amounts 
approved by the Farm Credit Administration. The particular condi- 
tions of such stock would be stated on the face of the stock certificates. 
Class B stock could be called for retirement at par after all class A 
stock of the bank has been retired, the oldest outstanding class B stock 
to be called first. A holder of class B stock whose stock has been 
called for retirement could elect, with the approval of the issuing 
bank, to have his called stock remain outstanding, subject to its being 
included in the next call for retirement. 

Class C stock —Class C stock would in effect be the voting, common 
stock of the banks. It would be issued at its fair book value but not 
in excess of par. No dividends would be paid on it. Ordinarily it 
would be issued to and held by farmers’ cooperative associations which 
borrowed from the banks for cooperatives, but class C stock of the 
Central Bank would only be issued to and held by regional banks. 
Class C stock could be issued in fractional shares as well as whole 
shares. 

A cooperative association holding one or more shares of class C stock 
of a regional bank for cooperatives would be entitled to vote in the 
polls for designating nominees for appointment to the Federal Farm 
Credit Board pursuant to section 4 (a) of the Farm Credit Act of 1953, 
in the nomination polls and elections of members of district farm credit 
boards pursuant to section 5 of the Farm Credit Act of 1937, as 
amended, and in the nomination and election of directors of the Central 
Bank for Cooperatives under section 104 of the bill. The association, 
in such polls and elections, would have one vote only without regard 
to the number of shares of class C stock held by it. A cooperative 
association holding class C stock, and otherwise entitled to vote, would 
not be eligible to vote if it had not been a borrower from a bank of 
which it holds class C stock, or from the Central Bank, within a period 
of 2 years next preceding a date, fixed by the Farm Credit Administra- 
tion, prior to commencement of the voting. The voting rights of an 
association holding existing stock of a bank for cooperatives would not 
be impaired. Associations holding guaranty-fund equivalents of 
class C stock or of existing stock would have the same voting rights as 
would the respective holders of such stock. 

Each borrower from a bank for cooperatives would be required to 
own, at the time the loan is made, at least one share of class C stock, 
which might be paid for out of the loan proceeds. In addition, each 
borrower would be required quarterly to purchase class C stock in 
the lending bank in an amount equal to not less than 10 nor more 
than 25 percent of the amount of interest on loans payable by the 
borrower to the bank during the calendar quarter. The amount of 
the quarterly stock purchase, within the 10-25 percent. limits, would 
be prescribed by the board of directors of the bank with the approval 
of the Farm Credit Administration. Payments for the stock required 
to be purchased would be made quarterly or when the regular inter- 
est payments of the borrower were payable. The stock would be 
issued to the borrower as of the end of the fiscal year in the amount 
of such payments made by the borrower during that fiscal year. 
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These required purchases of stock would not necessarily be limited 
to cooperative associations eligible to borrow, but might be imposed 
upon other entities which were carrying loans with a bank; for example, 
an association might become ineligible to borrow after it obtained a 
loan or an association’s property might be acquired, subject to a 
loan, by a corporation not qualified as a cooperative association. 
Borrowers such as these could be required by regulations of the Farm 
Credit Administration to make the quarterly stock purchases. 

Each regional bank would be required to own at least one share of 
class C stock of the Central Bank. Also, in connection with each 
loan made by a regional bank in which the Central Bank purchases 
a participating interest, the regional bank would be required quarterly 
to buy class C stock of the Central Bank in an amount equal to not 
less than 10 nor more than 25 percent of the amount of interest pay- 
able by the regional bank to the Central Bank during the quarter by 
reason of the participating interest of the Central Bank in the loan. 
The amount of the quarterly stock purchase, within the 10-25 per- 
cent limits, would be prescribed by the Board of Directors of the 
Central Bank with the approval of the Farm Credit Administration. 
The stock would be paid for by the regional bank and issued by the 
Central Bank in substantially the same way that borrowers from a 
ti egg bank would pay for and receive class C stock of the regional 

ank. 

After all class A stock has been retired, class C stock could be 
retired at par through the method of retiring first the oldest class C 
stock outstanding, but class C stock issued for a fiscal year period 
could not be retired until all class B stock issued during or prior to 
that fiscal year had been called for retirement. 

Stock conversion privileges.—Outstanding capital stock issued before 
the effective date of title I held by a borrower could be converted 
into class B or class C stock, and class B stock could be converted 
into class C stock for the purpose of making the quarterly purchases 
of class C stock required of a borrower (see also see. 111). 

Guaranty-fund subscriptions in lieu of stock purchases.—The laws of 
certain States do not permit cooperative associations to acquire stock 
in a bank for cooperatives. Consequently, section 101 contains provi- 
sions, similar to provisions of the existing law, which would authorize 
an association organized under the laws of such a State, in lieu of 
purchasing stock, to subscribe to a guaranty fund of the lending bank 
in amounts equivalent to the amounts of class C stock which the 
association would otherwise be required to purchase. Patronage re- 
funds payable to such an association would be credited to the guaranty 
fund for its account in lieu of the issuance of class C stock. Such an 
association would also be authorized to make payments into the 
guaranty fund in lieu of the purchase of class B stock. To the extent 
permitted by the laws of the State under which such an association is 
organized, the holder of guaranty-fund equivalents of class B or class C 
stock would have the same rights and status as class B and class C 
stock, respectively; and the rights and obligations of the bank as 
respects such guaranty-fund equivalents would be the same as its 
rights and obligations with respect to class B or class C stock, 
respectively. 

Lien on stock.—Section 101 would authorize the bank, upon default 
of a loan, to retire and cancel all or any part of the borrower’s stock 
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in the bank at fair book value not exceeding par in total or partial 
liquidation of the debt. ‘Thus, stock held by a borrower in a bank 
would constitute additional collateral for any indebtedness of the-bor- 
rower to the bank. If an association borrowed directly from the 
Central Bank, that bank would have a first lien on any amount of 
class C stock which the association owned in any regional bank on 
account of the direct loan from the Central Bank, and the regional 
bank would have a lien on such stock, for any indebtedness of the 
association to it, junior only to the lien of the Central Bank. Ifa direct 
loan of the Central Bank were in default and class C stock issued by a 
regional bank to the borrower in connection with the loan were retired, 
the corresponding stock in the Central Bank held by the regional bank 
would also be retired. 

Election of additional district farm credit board members.—Section 5 
(d) (2) (C) of the Farm Credit Act of 1937, as amended by section 15 
of the Farm Credit Act of 1953, provides that whenever the sum of the 
capital stock and subscriptions to the guaranty fund of a regional 
bank for cooperatives held by cooperatives, and surplus and reserves 
of the bank, shall equal or exceed 66% percent of the total capital stock, 
subscriptions to the guaranty fund, surplus, and reserves of the bank, 
the cooperative associations which are stockholders or subscribers to 
the guaranty fund of the bank shall under prescribed conditions be 
entitled to elect a second member of the district farm eredit board. 
Section 101 provides that, for the purposes of calculating such 66% per- 
cent, the term “capital stock and subscriptions to the guaranty fund 
held by cooperatives,” or the equivalent of that term, shall mean all 
outstanding class B and class C stock of the bank and the guaranty- 
fund equivalents thereof, as well as outstanding stock issued before 
the effective date of title I. 

Application of stock provisions to Central Bank (sec. 102) 

Section 102 provides that the provisions of the bill relating to class 
A, class B, and class C stock of the regional banks shall apply generally 
to the Central Bank. An association borrowing directly from the 
Central Bank would be required to own at the time the loan is made 
at least one share of class C stock in a regional bank designated by 
the Farm Credit Administration. Such a borrower would be required 
to invest quarterly in class C stock in such regional bank or banks as 
the Farm Credit Administration might designate, amounts equal to 
not less than 10 nor more than 25 percent of the amount of interest 
payable by the borrower on the loan during the calendar quarter. 
The amount of the quarterly stock purchase, within the 10-25-per- 
cent limits, would be prescribed by the Board of Directors of the 
Central Bank with the approval of the Farm Credit Administration. 
Payments for the stock required to be purchased would be made 
quarterly or when the regular interest payments of the borrower were 
payable. The stock would be issued to the borrower as of the end of 
the fiscal year in the amount of such paymerts made by the borrower 
during that year. The regional bank which issued stock to such a 
direct borrower from the Central Bank would be required to purchase 
a corresponding amount of class C stock in the Central Bank. 


Application of savings; distribution of assets upon liquidation (sec. 103) 


Section 103 (a) amends section 36 of the Farm Credit Act of 1933 
to provide a new method of application and distribution of the net 
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savings of the banks, as determined for each fiscal year in accordance 
with the bill, whereby all such savings would be applied or distributed 
by allocation and none would be retained by the banks in the nature of 
unapplied or unallocated earnings. Net savings would be the amount 
of income of a bank remaining after all operating expenses are paid or 
provided for, including the establishment of reasonable valuation 
reserves, and the making good of any losses in excess of any such 
valuation reserves. The net savings would be applied as follows: 


1. Restoring impairment of capital stock. f "ec- 
tors of a bank had determined that the capital stock of the bank 
was impaired, net savings would be applied first toward the 
restoration of the amount of such impairment. 

2. Creation and maintenance of surplus account.—After restora- 
tion of any impairment of capital stock, 25 percent of any remain- 
ing net savings would be carried to a surplus account. As used 
in the bill, “surplus account”? means any surpluses and contin- 
gency reserves shown on the books of the banks as of the effective 
date of title I, plus amounts added to the surplus account after 
such date. Amounts of net savings required to be carried to 
surplus account after the effective date of title I would be allo- 
cated to borrowers on a patronage basis approved by the Farm 
Credit Administration and if the surplus account of a bank 
exceeded 25 percent of its total outstanding capital stock, the 
bank might distribute all or any part of such allocated excess 
by issuing class C stock to the patrons to whom the allocations 
were made. Any surpluses and contingency reserves shown on 
the books of the banks as of the effective date of title 1 could 
not be allocated or distributed, but would remain as a part of 
the permanent eapital structure of the banks. The surplus 
account would be divided to show the amounts thereof subject 
to allocation and possible distribution in class C stock, and the 
amounts thereof which must be retained in the bank. 

3. Franchise tar.—If during all or any part of a fiscal year the 
United States held stock in a bank for cooperatives, the bank, 
after making the required transfer to surplus account, would, as 
presently provided by law, pay a franchise tax to the United 
States equal to 25 percent of its net savings then remaining, but 
not exceeding a rate of return on the Government’s investment 
in the bank’s stock calculated at a rate equal to the computed 
average annual rate of interest on all public issues of public-debt 
obligations of the United States issued during the fiscal year end- 
ing next before such tax is due. Since the tax would be due on 
the last day of a fiscal year, the applicable rate of interest would 
be the rate for the preceding fiscal year. Patronage refunds re- 
ceived by a raisin! bank from the Central Bank would not be 
included in the computation of net savings of the regional bank 
for the purpose of computing the franchise tax since the Central 
Bank also would be subject to the franchise tax provisions. 

4. Contingency reserves.—Out of net savings renaining after 
payment of any franchise tax a bank could establish and main- 
tain reasonable contingency reserves. Amounts of net savings 
applied to contingency reserves after the effective date of title I 
would be allocated to borrowers on a patronage basis approved 
by the Farm Credit Administration. If at the end of any fiscal 
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year a bank determined that a portion of its contingency reserves 
was no longer necessary, such portion would be transferred to the 
surplus account. 

5. Dividends on class B stock.—Net savings remaining after any 
application thereof to contingency reserves would be available for 
dividends on class B stock to the extent and under the conditions 
heretofore discussed. 

6. Patronage refunds.—The balance of any net savings remain- 
ing after application and distribution as explained above would 
be distributed as patronage refunds. Patronage refunds would 
be paid in class C stock and would be paid in the proportion that 
the amount of interest earned by the bank on the loan of each 
borrower bears to the total interest earned on the loans of all 
borrowers from the bank during the fiscal year. The Central 
Bank would pay patronage refunds in its class C stock to the 
regional banks upon the basis of participating interests the 
Central Bank held in loans made by the res»ective regional banks. 
In the case of a direct loan made by the Central Bank, patronage 
refunds of the Central Bank would be paid in class C stock issued 
to the regional bank or banks which issued stock to the borrower 
in connection with such direct loans, or to a regional bank or 
banks designated by the Farm Credit Administration. Regional 
banks receiving class C stock of the Central Bank in connection 
with direct loans of the Central Bank would issue like amounts 
of their class C stock to the respective borrowers. 

Disposition of losses.—A net loss in any fiscal year would be 
absorbed by: First, charges to allocated contingency reserves; 
second, charges to allocated surplus; third, charges to other con- 
tingeney reserves and surplus; fourth, the impairment of class 
C stock; and fifth, the impairment of all other stock. 

Section 103 (a) also provides for the distribution of assets upon 
liquidation or dissolution of the banks. In that event, all liabilities 
would first be paid or payment thereof provided for. Next, capital 
stock issued before the effective date of title I held by cooperative 
associations, class A stock, and class B stock would be retired at par. 
Remaining assets of the bank would be used next to retire all class C 
stock at par. Any remaining assets would then be distributed as 
follows: First, surpluses and ‘contingency reserves on hand on the 
effective date of title I would be paid to the holders of outstanding 
stock issued before the effective date of title I, class A and class C 
stock pro rata; and second, any residual assets (surpluses and contin- 

ency reserves) would be distributed as allocated on the books of the 

ank. Section 103 (a) also provides that in absorbing losses, allocated 
contingency reserves and allocated surplus shall be exhausted first 
and other contingency reserves and surplus would then be used. 

Section 103 (b) provides that for the purpose of applying the amend- 
ment in subsection (a), the fiscal year 1956 may be divided and each 
part thereof treated as a separate fiscal year. Under this provision, 
the savings prior to the effective date of title I would be applied in 
accordance with the law in effect before such date and savings there- 
after would be applied in accordance with the amendment contained 
in section 103 (a). 
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Board of Directors of Central Bank (sec. 104) 


Under existing law the Board of Directors of the Central Bank for 
Cooperatives consists of seven members. One member is an official 
of the Farm Credit Administration designated by the Governor, who 
is ex officio Chairman of the Board and chief executive officer of the 
bank. The remaining 6 Directors are appointed by the Governor, 3 
from nominees selected by cooperative associations which are borrow- 
ers from the Central Bank. 

Section 104 would amend section 31 of the Farm Credit Act of 1933 
to provide a new Board of seven members for the Central Bank. 
Initially 4 Directors would be appointed by the Governor of the Farm 
Credit Administration by and with the advice and consent of the 
Federal Farm Credit Board and 3 would be elected by the regional 
banks for cooperatives and cooperative associations eligible to vote in 
accordance with regulations prescribed by the Farm Credit Admin- 
istration. Any appointed Director could be removed at pleasure at 
any time by the Farm Credit Administration. The terms of office 
of members of the new Board would be staggered so that new mem- 
bers would be appointed and elected each year. After the expiration of 
initial terms expiring at the end of 1 and 2 years, respectively, the 
terms of office of all appointed and elected Directors would be 3 years, 

Initially, for the purpose of electing Directors of the Central Bark, 
the 12 farm credit districts would be divided into 3 areas, cach com- 
prised of 4 coatiguous farm credit districts, and a Director from each 
of such areas would be elected from nominees selected by the regional 
banks of the area and cooperative associations of the area eligible to 
vote. Whenever the sum of the capital stock and subscriptions to 
the guaranty fund of the Central Bank not held by the Government 
and surplus and reserve accounts of the bank equaled or exceeded 
66% percent of the total capital stock, subscriptions to the guaranty 
fund, and surplus and reserve accounts of the bank, additional 
Directors would be elected until a total of 6 of the Directors were 
elected Directors and the remaining 1 an appointed Director. When 
the number of elected Directors is to be increased from 3, the Farm 
Credit Administration would group the farm credit districts into 6 
areas, each comprised of 2 contiguous farm credit districts and a 
Director would be elected from each of said 6 areas from nominees 
selected by the banks for cooperatives and associations eligible to 
vote in the area. If, after more than 3 Directors have been elected, 
the sum of the capital stock and subscriptions to the guaranty fund 
of the Central Bank not held by the Government and surplus and 
reserve accounts of the bank should fall below the aforesaid 66% 

ercent, elected Directors as their terms expired would be replacéd 
y appointed Directors until again the number of elected Directors 
did not exceed 3. 

In providing for the election of Directors, section 104 would grant 
the right to vote to the regional banks for cooperatives and to coop- 
erative associations which are eligible to vote and own one or more 
shares of class C stock in a bank or one or more shares of presently 
outstanding stock. A principal reason for extending the voting rights 
in this way is because it is contemplated that under the bill there 
would be very few direct borrowers from the Central Bank, whereas 
the regional banks and cooperative associations using the system 
have a real interest in the management of the affairs of the Central 
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Bank. Each regional bank and each association eligible to vote 
would be entitled to one vote only without regard to the number of 
shares of stock it held, and the vote could be cast only with respect 
to elections in the area in which is located the main office of the voter. 

Elected Directors would be required to have been residents of the 
area from which they are elected for a period of at least 2 years prior 
to the election. To be eligible for nomination, election, or appoint- 
ment as a Director, a person could not have been within a period of 1 
year next preceding the commencement of the term a salaried officer 
or employee of the Farm Credit Administration or of any corporation 
operating under supervision of the Administration. If a member of 
the Federal Farm Credit Board or of a district farm credit board were 
appointed or elected as Director, he would be required to resign as 
member of the Federal Board or district board before assuming duties 
as Director of the Central Bank. If a Director of the Central Bank 
became a member of the Federal Farm Credit Board or of a district 
farm credit board or an officer or employee of the Farm Credit Admin- 
istration or of any corporation operating under its supervision, he 
would not be eligible to continue to serve as Director of the Central 
Bank. The provisions of section 104 with respect to the eligibility of 
Directors of the Central Bank is patterned after the similar provisions 
of the Farm Credit Act of 1953 relating to members of the Federal 
Farm Credit Board. 


Powers of Boards of Directors 

Under the present law the Chairman of the Board of the Central 
Bank is an officer of the Farm Credit Administration designated by the 
Governor. This official is also the chief executive officer of the bank. 
The powers of the Board of Directors are such as are prescribed in the 
charter and bylaws. Section 105 would authorize the Board of 
Directors to elect a Chairman and a Vice Chairman from among its 
members. It would also provide specifically that the Board, subject 
to approval of the Farm Credit Administration, would have power to 
appoint and fix the compensation of the chief executive officer and 
such other officers, employees, experts, and consultants as might be 
necessary for the efficient conduct of the bank’s business. An officer 
or employee of the Farm Credit Administration would not be eligible 
to serve as chief executive oflicer of the bank. 

Miscellaneous provisions (sec. 106) 

Policy regarding loans by Central Bank.—Section 106 enacts into 
law the present policy under which the Central Bank makes loans only 
when it is not practicable for the loan to be made by a regional bank. 
Under this policy, the bulk of the business of the Central Bank is 
represented by interests purchased by the bank in the larger loans 
made by regional banks. 

Authority of custodians of collateral (sec. 107).—Section 107 provides 
that custodians of collateral who act for the banks for cooperatives 
may act also, with the approval of the Farm Credit Administration, 
as custodians in connection with loans of eligible cooperative associa- 
tions obtained from other sources. This provision would facilitate 
borrowings by the cooperative associations from commercial lenders. 

Transfer of certain functions to Central Bank Board (sec. 108).—In 
view of the provisions of section 105 whereby the chief executive 
officer of the Central Bank would not be an official of the Farm Credit 
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Administration, and the proposed broadening of the powers of the 
Bank’s Board of Directors, section 108 provides for the transfer to 
the Board of Directors of the bank or the Farm Credit Administration 
of authorities vested in the Chairman of the Board under present law, 
and provisions of existing law inconsistent with these provisions of 
the bill would be repealed (sec. 110 (c) also repeals a provision which 
is inconsistent with the provisions of the bill). 

Interest rates (sec. 109).—Existing law relates the interest rates on 
loans made by the banks for cooperatives to interest rates charged 
by Federal intermediate credit banks and Federal land banks. Interest 
rates are prescribed by the Governor as he determines necessary for 
the needs of the banks, but no interest rate may exceed 6 percent 
per annum. The interest rate for operating capital loans is conformed 
as nearly as may be practicable to a rate 1 percent in excess of the 
rate paid by production credit associations to the intermediate credit 
banks. The interest rate on commodity loans conforms likewise to 
the prevailing interest rates on commodity loans charged by the inter- 
mediate credit banks and the interest rate on facility loans conforms 
to the rate charged by the Federal land banks on mortgage loans. 
In view of the necessity of setting rates so as to provide adequate 
interest income to the banks for cooperatives, it seems inappropriate 
and unrealistic to relate the interest rates that they may charge to 
rates charged by other institutions. Accordingly, section 109 provides 
that the boards of directors of the respective banks for cooperatives 
would prescribe the interest rates on loans from time to time with the 
approval of the Farm Credit Administration, but in no case could 
the interest rate exceed 6 percent per annum. 

Receivership; voluntary liquidation (see. 110).—The present law pro- 
vides receivership and voluntary liquidation proceedings for the 
regional banks for cooperatives but not for the Central Bank. Sec- 
tion 110 (a) would make these provisions applicable also to the Central 
Bank. 

Limitation on compensation.—Section 110 (b) would repeal the pro- 
vision of law limiting to $13,800 per annum the compensation which 
may be paid directors, officers, or employees of the banks for coopera- 
tives, production credit corporations, and production credit associa- 
tions. No limitations upon compensation have ever applied to Fed- 
eral land banks, Federal intermediate credit banks, or national farm 
loan associations. However, the compensation of officers and em- 
ployees of all supervised institutions is subject to the approval of the 
Farm Credit Administration. Placing institutions of the coopera- 
tive bank and production credit systems upon the same basis as are 
the others would be consistent with the express congressional policy 
to facilitate increased borrower participation in the management, 
control, and ultimate ownership of the farm credit system. 

Authority to issue regulations.—Section 110 (d) would extend the 
general authority of the Farm Credit Administration to make regula- 
tions for the efficient execution of the Federal Farm Loan Act and 
acts amendatory thereof and supplementary thereto to the Farm 
Credit Act of 1933 and acts amendatory thereof and supplementary 
thereto. This provision would grant the Farm Credit Administra- 
tion the same authority to issue regulations with respect to the banks 
for cooperatives, the production credit corporations, and production 
credit associations that it now has with respect to the Federal land 
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banks, Federal intermediate credit banks, and national farm loan 
associations. 


Application to existing loans (sec. 111) 


Generally, under section 111 of the bill, the provisions of title I 
would not apply to loans made before its effective date, except as and 
when such loans might be brought under the new provisions by agree- 
ments between the borrowers and the lending banks. Holders of 
stock of banks for cooperatives issued before title I became effective 
would retain voting rights. By agreement between a borrower and 
the bank, such stock may be converted in whole or in part into the 
new class B or class C stock or equivalent guaranty-fund credits. 
With respect to any such stock not so converted, the holder would 
retain his right to have such stock retired upon repayment of the 
loan. With the approval of the Farm Credit Administration, a bank 
might retire old stock and hold the stock proceeds as security for any 
indebtedness of the borrower to the bank. 

Effective date (sec. 112) 

In order that ample time would be given to effect the fundamental 
changes contemplated in the cooperative bank system and also to 
obviate difficulties of a fiscal nature, section 112 provides that title I 
would be effective on the first day of the month next following 120 
days after the date of enactment. 


TITLE II-—-PRODUCTION CREDIT SYSTEM 


Title II contains provisions relating to the financial structure and 
operating problems of the production credit associations. 


Preferential dividends on class A stock (sec. 201) 

The law presently grants class A stock preference over class B 
stock upon liquidation of a production credit association but provides 
that these two classes of stock shall share in dividend distributions 
without preference. Class B stock is held for the most part by 
member-borrowers of the associations, generally in amounts required 
in connection with their loans. Class A stock represents investment 
capital provided by members, many of whom are not currently 
borrowing, and capital provided by the production credit corporations. 
Many members of production credit associations bave voluntarily 
purchased class A stock to make possible a reduction in the amount 
of Government capital in the associations. The great majority of 
associations have refrained from paying dividends in order to build 
up their financial strength. Thus, the stockholders of many associa- 
tions have carried their stock investment for a long period without 
dividends. It is felt that the time has now come to recognize the 
position of class A stockholders, who are contributing to the perma- 
nent capital of the associations, by making it possible for associations 
to pay dividends for their benefit without necessarily paying like 
dividends on the class B stock. Section 201 would authorize the 
associations to pay dividends on class A stock without also paying 
dividends on class B stock. Class B stock is largely held by the active 
borrowers receiving direct benefits in the form of loans from the 
associations. This section, by encouraging further investments in 
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class A stock, would tend to reduce the need for Government capital 
in the associations. 


Distribution of earnings; elimination of guaranty fund; payment of 
dividends (sec. 202) 

The law now requires as a condition precedent to the payment of 
dividends by a production credit association that it establish and 
maintain out of its earnings a guaranty fund at least equal in amount 
to 25 percent of its paid-in capital. The guaranty fund of an asso- 
ciation may not be used for making loans to farmers nor as security 
for borrowings by the association. Accordingly, the guaranty fund 
of an association is largely immobilized and the association is handi- 
capped to that extent in the full use of its capital funds in meeting 
the credit needs of its members. Therefore, section 202 would abolish 
the guaranty fund and provide that the earnings of an association 
in excess of its operating expenses would be applied, first, to the 
restoration of capital impairments, if any, and second, to the establish- 
ment and maintenance of a surplus account, the minimum amount of 
which would be prescribed by the production credit corporation of 
the district. As is the case under existing law, an association would 
be authorized to pay dividends of not to exceed 7 percent per annum; 
however, dividends would be paid only when such payments are 
approved by the production credit corporation of the district and are 
consistent with policies established by the Farm Credit Adminis- 
tration. 


Reserves transferred to surplus account (sec. 203) 
Section 203 provides that as of the effective date of title II, anv 


amounts held by a production credit association pursuant to present 
law in its guaranty fund or in its reserve for bad and doubtful debts 
would be transferred to the surplus account which would be estab- 
lished under section 202. 


Approval of “excess’’ loans (sec. 204) 


Because section 202 would abolish the guaranty fund of associations, 
section 204 would also eliminate from the statute the prohibition 
against use of the guaranty fund for making loans to farmers and would 
amend provisions relating to the size of loans which require prior ap- 
proval by the production credit corporation or by the corporation and 
the Farm Credit Administration. Under present law such approvals 
are required if a proposed loan exceeds specified percentages of the 
lending association’s capital and guaranty fund. Section 204 would 
change the provisions as regards prior approval of loans by providing 
that no loan could be made by an association which would cause the 
aggregate indebtedness of the borrower to the association to exceed 
15 percent of the capital and surplus of the association unless the loan 
is approved by the production credit corporation, and a loan could 
not exceed 35 percent of the capital and surplus of the association 
unless it is approved also by the Farm Credit Administration. The 
new provisions with respect to prior approval of loans would require 
approval of substantially the same size loans as must have prior 
approval under existing law. 


Taxable status of associations (sec. 205) 


Under present law a production credit association is exempt from 
most taxes so long as the production credit corporation owns any of 
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its stock. When all stock of the association owned by the corporation 
is retired, such tax exemption would terminate. Section 205 would 
provide that where the production credit corporation holds no class A 
stock of an association but owns class C stock (authorized by the 
Farm Credit Act of 1953), the association would be subject to taxation. 


TITLE HI--FEDERAL LAND BANK SYSTEM 


Title III contains amendments relating to the land-bank system, 
the purpose and objective of which are to increase borrower participa- 
tion in the operations of the system, to increase operating efficiency, 
and to render a more complete long-term credit service ta agriculture. 
Reports to Farm Credit Administration (sec. 301) 

Under present law, the Federal land banks and the national farm 
loan associations are required to furnish the Farm Credit Administra- 
tion with a quarterly statement of their condition. In addition, it is 
the duty of the secretary-treasurer of each national farm loan associa- 
tion to furnish a quarterly report to the Farm Credit Administration. 
Experience has shown that such reports are not necessary quarterly 
and that it may be preferable to have them at other intervals, such as 
annually or semiannually. Section 301 would amend such provisions 
to require that the reports involved be made to the Farm Credit 
Administration ‘“‘as required by it,” instead of “quarterly.” 

Stock subscriptions by the United States (sec. 302) 

The Federal Farm Loan Act contains a paragraph, added in 1932, 
which provides for subscriptions by the United States to the capital 
stock of the Federal land banks, authorizes an appropriation of $125 
million therefor, and directs that repayments of such stock be held 
in a revolving fund available for further stock subscriptions. The 
last of the stock held by the United States in the land banks was paid 
off and retired in 1947 and, as directed by the Congress, the revolving 
fund was covered into the general fund of the Treasury in 1950. At 
the present time, therefore, there is no appropriation available for 
further subscriptions by the United States to the capital stock of the 
land banks and section 302 would repeal the statutory authority for 
such subscriptions and appropriations. 


Appraisals by land bank designees (sec. 303) 


Before a Federal land-bank loan now may be closed, the application 
therefor must be referred to a land-bank appraiser, who is a public 
official appointed by the Farm Credit Administration, to investigate 
and make a written report on the security offered for the loan. The 
loan may not be made unless such written report of the land-bank 
appraiser is favorable. Also, the amount of any loan may not exceed 
65 percent of the normal value of the security as determined by the 
land-bank appraiser. A loan made within such requirements, among 
others, may then be pledged by the bank as collateral security for 
farm loan bonds at the amount of its unpaid balance. 

As a result of long experience in making and servicing such loans, 
there are now employees of national farm loan associations and of 
Federal land banks, as well as certain others in each district, suffi- 
ciently familiar with the appraisal standards prescribed by the Farm 
Credit Administration to enable such employees, subject to subsequent 
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review by a regular land-bank appraiser, to make the investigation 
and appraisal of the security now required to be made by a land-bank 
appraiser. Section 303 would amend section 10 of the Federal Farm 
Loan Act to authorize a Federal land bank, with the approval of the 
Farm Credit Administration, to make a loan on the basis of an investi- 
gation and a favorable written report by a person designated by the 
Federal land bank of the district. A loan so made could then be used 
as collateral for bonds at its unpaid balance. A bank making any 
such loan would be required to obtain, within 1 year, a written report 
on the security for the loan by a regularly appointed land-bank 
appraiser. In the event that the unpaid balance of the loan is more 
than 65 percent of the normal value established by the land-bank 
appraiser, the loan could not thereafter be carried as bond collateral 
at an amount in excess of such 65 percent. Further, the loan could 
not thereafter be used as bond collateral in any amount unless the 
report by the land-bank appraiser establishes that the security meets 
the standards prescribed by the Farm Credit Administration for a 
land-bank loan. 


Purposes of loans (sec. 804 (a)) 

The Federal Farm Loan Act enumerates five purposes for which 
Federal land-bank loans may be made. One of the specified purposes 
is to provide the owner of the land mortgaged with funds for general 
agricultural uses. This purpose is broad enough to include such other 
specified purposes as the purchase of land for agricultural uses; the 
purchase of equipment, fertilizers, and livestock for operation of the 
mortgaged farm; and to provide buildings and farmland improvements. 
The other specific purpose of such loans is to liquidate indebtedness 
of the owner of the land mortgaged incurred for agricultural purposes, 
or incurred at least 2 years prior to the date of the loan application. 
In some instances, an applicant may desire to obtain a loan for a 
purpose which is sound and appropriate in his circumstances, but the 
purpose is not plainly within those enumerated in the existing law. 
Section 304 (a) would restate the existing purposes in a single compre- 
hensive provision which would recognize not only all general agricul- 
tural purposes, but, under rules and regulations of the Farm Credit 
Administration, also other requirements of the owner of the land to 
be mortgaged as security for the loan. 


Basis of farm appraisal (sec. 304 (b)) 

The law now provides that a Federal land-bank loan may not exceed 
65 percent of the normal value of the farm mortgaged, as ascertained 
by appraisal, and that ‘In making said appraisal the value of the 
farm for agricultural purposes shall be the basis of appraisal and 
the normal earning power of said farm shall be a principal factor.”’ 
Section 304 (b) would amend the sentence to add that, ‘‘consistent with 
community standards, the appraisal may also reflect home advantages, 
and the availability to a typical operator of the property of earnings 
from other dependable sources to supplement the normal earning power 
of the farm.” 

Appraisals under the existing statutory standard have reflected to 
some extent the home advantages of the farm offered as security, 
as well as the availability of earnings from other dependable sources. 
However, under existing statutory restrictions these factors in many 
instances could not be sufficiently reflected in the appraisals so that 
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so-called part-time farms, the operators of which commonly avail 
themselves of other employment, could be deemed acceptable security 
for land-bank loans. The amendment made by section 304 (b) would 
enable the Federal land banks to extend their loan service to cover 
many of such part-time farm properties. 

Loans to farming corporations (sec. 304 (c)) 

Since 1935, the Federal Farm Loan Act has included a provision 
that Federal land-bank loans may be made to a corporation engaged 
in the raising of livestock if at least 75 percent in value and number of 
shares of the stock of the corporation is owned by individuals them- 
selves personally actually engaged in the raising of livestock on the 
farm to be mortgaged as security for the loan, and if the owners of at 
least 75 percent in value and number of shares of the stock of the 
corporation assume personal liability for the loan. The conditions 
applicable to livestock corporation loans make such loans available, 
for the most part, only to cases of closely held or family-type corpora- 
tions. Section 304 (c) would amend the existing provision to authorize 
loans to corporations engaged in general farming operations if they 
meet the same requirements which now apply to corporations engaged 
in the raising of livestock. 


Mazimum loans (see. 304 (d)) 


Under existing law the amount of land-bank loans to any one bor- 
rower is limited to $100,000, but loans to any one borrower may not 
exceed $25,000 unless approved by the Farm Credit Administration. 
Section 304 (d) of the bill would increase the maximum loan limit from 
$100,000 to $200,000, and require loans over $100,000 to be approved 
by the Farm Credit Administration. 

Deferment of installment payments (sec. 505) 

Federal land-bank loans are required to be made on an amortization 
plan under which the loan will be repaid within an agreed period of 
not more than 40 years. The land banks now have authority to per- 
mit borrowers to defer the payment of principal installments on their 
loans in distress cases. The Federal Farm Loan Act also includes a 
provision which specifically authorizes the banks to permit a borrower 
to defer payment of the principal portions of installments on his loan 
in order that he may pay indebtedness secured by a lien junior to the 
lien of the bank upon the farmland mortgaged to secure his land- 
bank loan. Section 305 would permit deferments for other purposes 
for a period not exceeding 5 years under regulations prescribed by the 
Farm Credit Administration. 

Legal reserves (sec. 306 (a)) 

Federal land banks.—Under existing law, each land bank is required 
to carry to reserve account semiannually a certain percentage of its 
net earnings (not less than 50 percent until said reserve equals its 
capital stock and thereafter 10 percent). There is no limitation on 
the total amount of legal reserve which is thus required to be estab- 
lished. Section 306 (a) would limit the legal reserve required to be 
accumulated by a Federal land bank to 150 percent of its outstanding 
capital stock, and permit any land bank having a legal reserve in 
excess of such 150 percent to withdraw such excess from the legal 
reserve account with the approval of the Farm Credit Administration. 
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National farm loan associations (see. 306 (6)).—Under existing law, 
each national farm loan association is required to carry to reserve 
account semiannually a certain percentage of its net earnings (not 
less than 10 percent until said reserve equals 25 percent of its capital 
stock and thereafter 5 percent). As in the case of the Federal land 
banks, there is no limitation on the total amount of legal reserve 
which is thus required to be established. Section 306 (b) would 
limit the legal reserve required to be accumulated by a national farm 
loan association to 50 percent of its outstanding capital stock, and 
would permit any association having a legal reserve in excess of 50 
percent of its outstanding capital stock to withdraw such excess from 
the legal reserve account with the approval of the Farm Credit 
Administration. 

Effective date—Section 306 (c) of the bill would make the new 
limitations on the legal reserves of land banks and farm loan associa- 
tions effective on the next January 1, or July 1 whichever first occurs 
after enactment. 


Examination costs of national farm loan associations (sec. 307) 

Under existing law, the costs of examinations of the national farm 
loan associations by the Farm Credit Administration is assessed 
against and collected from the Federal land bank in the district, and 
there is no provision for recovery of such costs from the national farm 
loan associations. Section 307 would provide that such costs of 
examinations shall be apportioned to the national farm loan associa- 
tions but shall continue to be assessed against and collected from 
the Federal land bank of the district, with the bank being authorized 
to collect such amounts from the associations in a manner approved 
by the Farm Credit Administration. 


TITLE IV—MISCELLANEOUS PROVISIONS 
Elections 


Directors of district boards.—Section 401 (a) would amend section 
5 (b) of the Farm Credit Act of 1937 to make ineligible for election 
to a district farm credit board any salaried officer or employee of 
the Farm Credit Administration or of any corporation operating under 
the supervision of the Farm Credit Administration. Any such officer 
or employee is now ineligible for appointment to membership on the 
district board. This amendment would not affect the term of office 
eo person serving on such board on the date of enactment of the 

ill. 

Three of the 7 members of a district farm credit board are elected 
1 each by 3 groups of associations in the district (national farm loan 
associations, production credit associations, and cooperatives which 
are stockholders or subscribers to the guaranty fund of the regional 
bank for cooperatives). Each of these groups is entitled to elect an 
additional director to the district farm credit board to serve in lieu 
of an appointed district director (or third district director), whenever, 
as determined by the Farm Credit Administration, the Government 
capital devoted to such group has either been returned or reduced 
below a specified level. Under existing law, such an election may not 
be begun until the required determination is made by the Farm 
Credit Administration as of the date 3 months before the expiration of 
the term of office to which the additional elected director is to succeed. 
Section 401 (b) would change such determination date from 3 months 
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to 6 months before the expiration of the term to which the additional 
elected director is to succeed and permit the Farm Credit Administra- 
tion to begin such elections as much as 3 months earlier, or at any time 
within 6 months before the expiration of the term. 

Nominations for appointment to Federal Farm Credit Board (see. 
402 (a)—Twelve of the 13 members of the Federal Board are 
appointed by the President after considering nominations by the 3 
voting groups in each farm credit district. If there should be a tie in 
the final voting by any of the three voting groups, present law provides 
that the election procedure shall be repeated for the particular group 
until the tie is broken. Section 402 (a) would eliminate the present 
requirement of any further election to break such a tie and would 
provide instead that all SE so tied shall be considered designated 
as nominees. 


Term of office of members of Federal Farm Credit Board (see. 402 (b) (e)) 


The term of office of the appointed members of the Federal Farm 
Credit Board now begins on December 1. Section 402 (c) would 
extend existing terms of office 4 months so that in the future the term 
of office of all successors would begin on April 1. Since there is a 
provision in the existing law as to how long a member of such Board 
shall be eligible to serve, section 402 (b) of the bill would amend that 
provision to permit a member to serve an additional 4 months if his 
term is one which would be extended for 4 months. 


Separability provision (sec. 403) 
Section 403 of the bill contains the usual separability provision and 
reserves the right to alter, amend, or repeal the enacted bill. 


CuanGces in Existina Law (H. R. 5168) 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in brackets, 
new matter is in italics, and existing law in which no change is pro- 
posed is shown in roman): 


Act oF JuNE 16, 1933 


AN ACT To provide for o-ganizations within the Farm Credit Administration to make ‘oans for the 
production and marketing of azricultural products, to amend the Federal Farm Loan Act, to amend the 
Agricultural Marketing Act, to provide a market for obligations of the United States, and for other 
purposes, 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
Tite I 


Secrion 1. This Act shall be known as the “Farm Credit Act of 1933.” 
* * * a * * - 


Sec. 21. The stock of such associations shall be divided into shares of $5 each; 
and there shall be two classes of such stock: (1) Class A stock which is to be held 
by the Production Credit Corporations, and which may be purchased and held by 
investors, and (2) Class B stock which may be purchased only by farmer borrowers 
from the association and individuals eligible to become borrowers. Class B stock 
only shall be entitled to voting rights but each holder of such stock shall be entitled 
to no more than one vote. No Class B stock or any interest therein or right to 
receive dividends thereon, shall be transferred by act of parties or operation of 
law except to another farmer borrower or an individual eligible to become a 
borrower, and then only with the approval of the directors of the association. 
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Each holder of Class B stock, within two years after he has ceased to be a borrower, 
shall exchange such Class B stock at the fair book value (not to exceed par) 
thereof, as determined by the association, for Class A stock. [All stock shall 
share in dividend distributions without preference] Dividends may be paid on 
Class A stock and Class B stock without preference or on Class A stock alone, as the 
board of directors of the association may determine, but the directors of the associa- 
tion, may, in their discretion, apply the amount of any dividend payable to a 
holder of Class B stock to any indebtedness of such holder to the association. 
Class A stock shall be preferred as to assets of the association upon liquidation. 
During such time as any Production Credit Corporation is a holder of any stock 
of any such association, the appointment or election of directors, the secretary- 
treasurer, and the loan committee of such association shall be subject to the ap- 
proval of the president of the Production Credit Corporation and during such 
time any such director, secretary-treasurer, or other officer may, at any time, be 
removed by the president of the Production Credit Corporation. 

[Sec. 22. Each Production Credit Association shall, at the end of its fiscal 
year, apply the amount of earnings in excess of operating expenses during such 
fiscal year, first, to making up any losses in excess of its reserve for bad and doubtful 
debts; second, to the restoration of the amount of the impairment, if any, of 
capital; third, to the creation and maintenance of a reserve account for bad and 
doubtful debts, the amount of which account shall be prescribed by the Production 
Credit Corporation; and, fourth, to the creation and maintenance of a guaranty 
fund equal to at least 25 per centum of the paid-in capital of the association. Any 
sums remaining may, with the approval of the Production Credit Corporation, 
be devoted to the payment of dividends but no rate of dividend in excess of 7 
per centum per annum shall be paid. Sums in the guaranty fund herein provided 
for shall be invested subject to such rules and regulations as may be prescribed by 
the Production Credit Corporation.] 

Sec. 22. (a) Each Production Credit Association shall, at the end of each fiscal 
year, apply the amount of its earnings in excess of operating expenses (including 
provision for reasonable valuation reserves) during such fiscal year, first, to the restora- 
tion of the impairment, if any, of capital; and, second, to the establishment and 
maintenance of a surplus account, the minimum amount of which shall be prescribed 
by the Production Credit Corporation. 

(b) A Production Credit Association may pay dividends of not ta exceed 7 per 
centum per annum when such payments are approved by the Production Credit 
Corporation of the district and are consistent with policies established under regula- 
tions issued by the Farm Credit Administration. 

[Sec 23. ach Production Credit Association shall under such rules and 
regulations as may be prescribed by the Production Credit Corporation of the 
district with the approval of the Governor, invest its funds and make loans to 
farmers for general agricultural purposes, but such part of its funds as is repre- 
sented by the guaranty fund provided for in section 22 shall not be devoted to 
making loans to farmers. Such loans shall be made on such terms and conditions, 
at such rates of interest, and with such security as may be prescribed by the 
Production Credit Corporation. No loan shall be made for a less amount than 
$50, nor shall any one borrower be indebted to the association at any one time in 
an amount in excess of 20 per centum of the capital and guaranty fund of the 
association or, if the loan is secured by collateral approved by the Corporation, 
in an amount in excess of 50 per centum of the capital and guaranty fund, but 
loans may be made to any borrower in an amount in excess of 50 per centum of 
the capital and guaranty fund if the loan is approved by the Production Credit 
Commissioner of the Farm Credit Administration. Borrowers shall be required 
to own, at the time the loan is made, class B stock in an amount equal in fair 
book value (not to exceed par), as determined by the association, to $5 per $100 
or fraction thereof of the amount of the loan. Such stock shall not be canceled 
or retired upon payment of the loan but may be transferred or exchanged as 
provided in section 21.] 

SEC. 23. Each Production Credit Association shall, under such rules and regula- 
tions as may be prescribed by the Production Credit Corporation of the district with 
the approval of the Farm Credit Administration, invest its funds and make loans to 
farmers for general agricultural purposes. Such loans shall be made on such terms 
and conditions, at such rates of interest, and with such security as may be prescribed 
by the corporation. No borrower shall be indebted to the association at any one time 
in an amount in excess of 15 per centum of the capital and surplus of the association 
unless the loan has the prior approval of the corporation, or in excess of 35 per centum 
of the capital and surplus of the association unless the loan also has the prior approval 
of the Farm Credit Administration. Borrowers shall be required to own, at the time 
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the loan is made, Class B stock of the association in an amount equal in fair book 
value (not to exceed par), as determined by the association, to $5.00 per $100 or frac- 
tion thereof of the amount of the loan. Such stock shall not be canceled or retired 
upon payment of the loan but may be transferred or exchanged as provided in section 21 
of this Act. 

* * * * . * * 


(Board of Central Bank 


(Sec. 31. (a) The board of directors of the Central Bank for Cooperatives shall 
consist of seven members, one of whom shall be the Cooperative Bank Commis- 
sioner of the Farm Credit Administration, who shall be chairman of the board of 
directors. The other six directors shall be appointed by the Governor, of whom 
the successors of the three first appointed shall be appointed from nominees se- 
lected by borrowers as provided in subsection (b). The terms of the directors 
first appointed shall be for one, two, and three years as designated by the Governor 
at the time of appointment and their successors shall hold their offices during a 
term of three years, but a director appointed to fill a vacancy shall hold his office 
for the unexpired term of the director whose place he is selected to fill. Any 
appointed director may at any time be removed for cause by the Governor. No 
compensation shall be paid any director as a director of the corporation, but the 
corporation, subject to the approval of the Governor, may allow directors a 
reasonable per diem and expenses. 

{(b) The successors of three of the directors first appointed shall be selected 
one each year by the Governor from among individuals nominated by borrowers 
(except Banks for Cooperatives). The Governor shall, not less than sixty days 
prior to the end of the term of any director whose successor is to be appointed 
from among nominees as herein provided, or as soon as practicable after a vacancy 
occurs in the office of such director other than by the expiration of his term, cause 
notice of the vacancy to be sent to each borrower eligible to vote for nominees. 
Each such borrower shall be eligible to cast one vote. The Governor shall not 
count any ballot received after the expiration of thirty days after the sending of 
notice. From those (not exceeding three) receiving the highest number of votes, 
as shown by his count, the Governor shall appoint the director.] 

Sec. 31. Board of Directors of Central Bank The Central Bank for Cooperatives 
shall have seven directors. Of this number four shall be appointed by the Governor of 
the Farm Credit Administration by and with the advice and consent of the Federal 
Farm Credit Board and three shall be elected by the regional banks for cooperatives 
and cooperative associations: Provided, That the terms of office of directors established 
prior to the effective date of title I of the Farm Credit Act of 1955 shall continue 
through the thirty-first day of December next fallowing the effective date of said title I 
and shall expire at the end of that day. Three of the directors appointed by the Farm 
Credit Administration shall be appointed for terms of one year, two years, and three 
years respectively as designated at the time of appointment and the fourth appointed 
director shall be appointed for a term of three years and thereafter each appointed 
director shall be appointed for a term of three years. Any appointed director may be 
removed at pleasure at any time by the Farm Credit Administration. The Farm 
Credit Administration shall prescribe rules and regulations for the nominations and 
elections required by this section. Sufficiently in advance of the first day of January 
next following the effective date of title I of the Farm Credit Act of 1955, and at any 
time subsequent to the enactment thereof, the Farm Credit Administration shall take 
all action necessary in order to permit the elections hereby provided and shall group 
the several farm credit districts into three areas, each of which shall be comprised of 
four contiguous farm credit districts, and a director shall be elected from nominees 
from each of such areas by regional banks for cooperatives of the area and cooverative 
associations of the area eligible to vote. The three elected directors shall be elected for 
terms of one year, two years, and three years respectively, as shall be designated by 
the Farm Credit Administration and thereafter elected directors shall be elected for 
terms of three years: Provided, That whenever, as determined by the Farm Credit 
Administration, the sum of the capital stock and subscriptions to the guaranty fund 
of the Central Bank held by persons other than the Governor of the Farm Credit 
Administration on behalf of the United States and surplus and reserve accounts of 
said bank shall equal or exceed 66% per centum of the total capital stock, subscriptions 
to the guaranty fund and surplus and reserve accounts of said bank as of the date siz 
months before the expiration of the term of office of any appointed director, except 
the fourth appointed director, whose term next expires, the successor to such director 
shall be elected from nominees for a term of three years by regional banks for coopera- 
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tives of the area and cooperative associations of the area eligihle to vote on a basis of 
areas comprised of two contiguous farm credit disiricts as designated by the Farm 
Credit Administration. Appointed directors except the fourth appointed director 
shall continue to be replaced by elected directors in accordance with the foregoin 
provisions until the total number of elected directors shall be siz, elected one from sack 
of siz such areas comprised of two contiguous farm credit districts. Whenever, as 
determined by the Farm Credit Administration, the sum of the capital stock and sub- 
scriptions to the guaranty fund of the Central Bank held by persons other than the 
Governor of the Farm Credit Administration on behalf of the United States and surplus 
and reserve accounts of said bank shall not equal or exceed 6634 per centum of the 
total capita! stock, subscriptions to the guaranty fund and surplus and reserve accounts 
of the bank as of ine date siz months before the expiration of the term of office of any 
elected director whose term next expires, the successor to such elected director shall, if 
the number of eiected directors then exceeds three, be appointed by the Governor of 
the Farm Credit Administration by and with the advice and consent of the Federal 
Farm Credit Board for a term of three years. In any such case where only one addi- 
tional appointed director is needed in order to increase the total number of appointed 
directors to four, and the terms of office of more than one elected director nert expire, 
the Farm Credit Administration shal! designate the one of such next expiring terms 
of office which shall be replaced by the additional appointed director. Any vacancy 
in the board whether filled by EA ese oe or by election shall be filled for the unexpired 
term in the same manner tn which the vacant office was filled. Each regional bank 
for cooperatives, each cooperative association which is a direct borrower from the 
Central Bank, each holder of one or more shares of Class C stock in a regional bank 
for cooperatives which is eligible to vote under section 42 (a) (3), and each holder of 
one or more shares of stock in the Central Bank or any regional bank for cooperatives 
issued before the effect*ve date of title I of the Farm Credit Act of 1955 which is 
eligible to vote shall be eligible to vote for directors of the Central Bank and each such 
holder shall be entitled to one vote only without regard to the number of shares held 
in any one or more of said banks, and the vote of any such holder of stock in more 
than one bank shall be cast only with respect to elections in the area in which ts located 
the main office of such holder. Elected directors shall have been, for at least two 
years, residents of the area for which they are elected. No person shall be eligible for 
nomination, election or appointment as a director if such person has within one year 
next preceding the commencement of the term been a salaried officer or employee of 
the Farm Credit Administration or of any corporation operating under its super- 
vision. Any person who is a member of the Federal Farm Credit Board or a district 
farm credit board when appcinted or elected as director shall resign as a member of 
the Federal Farm Credit Board ocr the district board before assuming his duties as 
director of the Central Bank. No person who becomes such director shall be eligible 
to continue to serve if he becomes a member of the Federal Farm Credit Board or any 
district farm credit board or an officer or employee of the Farm Credit Administration 
or an officer or employee of any corporation operating under the supervision of the 
Farm Credit Administration. 


(Powers of Chairman and Board 


[Sec. 32. The chairman of the board of the corporation shall be the executive 
officer of the corporation and the powers of the board of directors shall be such 
powers as may be prescribed in the charter and bylaws. ] 

Sec. 82. Powers of Board of Directors of Central Bank. The board of directors 
of the Central Bank for Cooperatives shall elect a chairman and vice chairman from 
among its members. The powers of the board of directors shall be such powers as 
may be prescribed in the charter and bylaws with the approval of the Farm Credit 
Administration: Provided, That said board without limitation of powers conferred 
by section 60 shall have power, subject to approval of the Farm Credit Administration, 
to appoint and fiz the compensation of the chief executive officer and such other officers 
and employees, experts, and consultants as may be necessary for the efficient conduct 
of the bank’s business: Provided further, That the chief executive officer of the bank 
shall not be an officer or employee of the Farm Credit Administration. 

Sec. 33. The capital stock of the Central Bank shall be in such amount as the 
Governor determines is required for the purpose of meeting the credit needs of 
eligible borrowers from the bank under this title, and the Governor may from 
time to time increase or decrease such amount, subject to the limitations contained 
in sections 35 and 37, in accordance with such needs. The stock of such bank 
shall be divided into shares of $100 each. Out of the revolving fund created 
under section 6 of the Agricultural Marketing Act, as amended, the Governor, on 
behalf of the United States, shall subscribe for and make payments for stock in 
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the Central Bark and such payments shall be subject to call in whole or in part 
by the pe pte of the board] board of directors of the Central Bank with the 
approval of the Governor. 

Sec. 34. Subject to such terms and conditions as may be prescribed by -the 

chairman of its board of directors] Farm Credit Administration, the Central 

ank is authorized: (a) to make loans to cooperative associations as defined in 
the Agricultural Marketing Act, for any of the purposes and subject to the con- 
ditions and limitations set forth in such Act, as amended; (b) to make loans (by 
way of discount or otherwise) to banks for cooperatives organized under section 
2 of this Act; (c) to buy from, and sell to any such bank or any Federal inter- 
mediate credit bank any note, draft, bill of exchange, debenture, or other obliga- 
tion, or any interest therein; and (d) to borrow from, and discount or rediscount 
paper with, any and all such banks and commercial banks. Notwithstanding 
any limitations or conditions imposed by law, but subject to the availability of 
funds, the Central Bank for Cooperatives shall have power and authority to 
make separate loans to cooperative associations as defined in the Agricultural 
Marketing Act, as amended, for the purpose of financing the construction of 
structures for the storage of agricultural commodities (other than structures to 
provide refrigerated cold storage or structures located in areas in which existing 
privately owned storage facilities for the commodity concerned are adequate) in 
amounts up to a maximum of 80 per centum of the cost of such structures, as 
approved by such bank: Provided, That the cooperative association which has 
applied for any loan shall have furnished to such bank an appropriate commit- 
ment from the Commodity Credit Corporation that the mmodity Credit 
Corporation will lease or guarantee utilization of not less than 75 per centum of 
the storage space contained in such structures when completed for a period of at 
least three years if such structures were not additions to existing structures or 
two years if such structures are additions to existing structures. 


[Stock Subscriptions of Borrowers From Central Bank 


[Sec. 35. (a) Cooperative associations borrowing from the Central Bank shall 
be required to own, at the time the loan is made, an amount of stock of the bank 
equal in fair book value (not to exceed par), as determined by the bank, to $100 
per $2,000 or fraction thereof of the amount of the loan, except that, in connection 
with any loan made on the security of commodities, the borrower shall be re- 
quired to own, at the time the loan is made, only such amount of stock as may be 
prescribed by rules and regulations of the Governor. Upon discharge of the 
loan, stock held by the borrowing association may be, and upon the concurrent 
or subsequent request of the borrowing association shall be, retired and canceled, 
and the association shall be paid therefor an amount equal to the amount paid 
for such stock or loaned to subscribe therefor, as the case may be, minus the pro 
rata impairment, if any, of capital and guaranty fund of the Central Bank, as 
determined by the Chairman of the Board of the Central Bank. 

[(b) In any case in which a cooperative association applying for a loan is not 
authorized, under the law of the State in which it is organized, to subscribe for 
stock in the Central Bank, the bank shall, in lieu of stock subscription, require 
the borrowing association to pay into a guaranty fund, or the bank may retain 
out of the amount of the loan and credit to the guaranty fund, an amount equal 
to the amount which the borrowing association would have been required to own 
in stock if such association had been authorized to hold such stock. Upon 
discharge of its loan, the provisions of the last sentence of subsection (a) shall 
apply with respect to sums of such association in the guaranty fund in the same 
manner as if such sums were represented by stock. 

{(c) In any case where the debt of a borrower to the Centr..1 Bank is in default, 
the bank may, in accordance with rules and regulations prescribed by the governor, 
retire and cancel all or a part of the stock of the defaulting borrower at the fair 
book value thereof (not exceeding par), in total or partial liquidation of the debt, 
as the case may be.] 

Sec. 35. Application of regional bank stock provisions to Central Bank. All 
provisions of law with respect to Class A, Class B, and Class C stock in the regional 
banks for cooperatives shall apply to the Central Bank for Cooperatives except as they 
may be inconsistent with the provisions of this section. Each Sooreuer from the Cen- 


tral Bank shall be required to own at the time the loan is made at least one share of 
Class C stock in such regional bank as the Farm Credit Administration shall designate 
and shall be required to invest quarterly in Class C stock in such regional bank or banks 
@s the Farm Credit Administration shall designate an amount equal to not less than 
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10 nor more than 25 per centum, as prescribed by the board of directors of the Central 
Bank with the appreval of the Farm Credit Administration, of the amount of interest 
payable by such borrower to the Central Bank during the calendar quarter. Payments 
for such stock shall be made quarterly or when the regular interest payments of such 
borrower are payable; but the stock shall be issued to the borrower as of the end of each 
fiscal year in the amount of the payments for stock made by it during such year. The 
regional bank whose stock is so issued to such borrower shall purchase a corresponding 
amount of Class C stock in the Central Bank. 


(Earnings and Reserves of Central Bank 


[Sec. 36. The Centra! Bank for Cooperatives shall, at the end of its fiscal year, 
apply the amount of its earnings in excess of operating expenses during such fiscal 
year, first, to making up any losses incurred; second, to the restoration of the 
amount of the impairment, if any, of capital and guaranty fund as determined by 
the chairman of the board; and at least 25 per centum of the remainder of such 
excess of earnings shall be applied to the creation and maintenance of a surplus 
equal to at least 25 per centum of the amount of capital and guaranty fund. Any 
sums remaining may, with the approval of the chairman of the board, be devoted 
to the payment of dividends. Subscribers to the guaranty fund shall be entitled 
to dividends in the same amounts as subscribers to stock. No rate of dividend in 
excess of 7 per centum per annum shall be paid. Dividends on stock held by the 
Governor, when paid, shall be credited to the revolving fund created under section 
6 of the Agricultural Marketing Act, as amended.}] 

Sec. 86. (a) Application of savings. Each bank for cooperatives, at the end of each 
fiscal year, shall determine the amount of its net savings after paying or providing for 
all operating expenses (including reasonable valuation reserves and losses in excess of 
any such applicable reserves) and shall apply such savings as follows: (1) To the 
restoration of the amount of the impairment, if any, of capital stock, as determined by 
its board of directors; (2) 25 per centum of any remaining savings shall be used to 
create and maintain a surplus account; (3) if said bank shall have outstanding capital 
stock held by the United States during the whole or any part of the fiscal year, it shall 
next pay to the United States as a franchise tar, a sum equal to 25 per centum of its 
net savings then remaining, not exceeding, however, a rate of return on such Govern- 
ment capital calculated at a rate equal to the computed average annual rate of interest 
on all public issues of pvdlic debt obligations of the United States issued during the 
fiscal year ending next before such tax 1s due, as certified to the Farm Credit Admin- 
istration by the Secretary of Treasury; (4) reasonable contingency reserves may he estab- 
lished; (5) dividends on Class B stock may be declared as provided in section 42 (a) (2); 
and (6) any remaining net savings shall be distributed as patronage refunds as pro- 
vided in subsection (b) of this section: Provided, That any patronage refunds received 
by a regional bank from the Central Bank shall be excluded from net savings of the 
regional bank for the purpose of computing such franchise tax. Amounts applied as 
provided in (2) and (4) above after the effective date of title I of the Farm Credit Act 
of 1955 shall be allocated on a patronage basis approved by the Farm Credit Admin- 
istration. At the end of any fiscal year, any portion of the reserve established under 
(4) above which is no longer deemed necessary shall be transferred to the surplus 
account and, if the surplus account of any such bank for cooperatives exceeds 25 per 
centum of the sum of all its outstanding capital stock, the bank may distribute in the 
same manner as a patronage refund any part or ell of such excess which has been 
allocated. In making such distributions, the oldest outstanding allocations shall be 
distributed first. Wherever used in this Act, the words “surplus account’ as applied 
to any bank for cooperatives shall mean any surpluses and contingency reserves shown 
on the books of the banks as of the effective date of title I of the Farm Credit Act of 1955 
and any amounts applied as provided in (2) above after the effective date of said title I. 
Said surplus account shall be divided to show the amounts thereof subject to allocation 
as provided in this section and may be further subdivided as prescribed by the Farm 
Credit Administralion. In the event of a net loss in any fiscal year afler providing 
for all operating expenses (including reasonable valuation reserves and losses in excess 
of any such applicable reserves), such loss shall be absorbed by: first, charges to allo- 
cated contingency reserves; second, charges to allocated surplus; third, charges to other 
contingency reserves and surplus; fourth, the impairment of Class C stock; and fifth, 
the impairment of all other stock. 

(b) Patronage refunds. The patronage refunds of each regional bank for coopera- 
tives shall be paid in Class C stock to borrowers, as defined by the Farm Credit Admin- 
istration for the purposes of this subsection, during the fiscal year for which the 
refunds are declared. Patronage refunds of the Central Bank for Cooperatives shall 
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be Pres in Class C stock to the regional banks for cooperatives upon the basis of interests 
he the Central Bank in loans made by the regional banks and upon direct loans 
made by the Central Bank to cooperative associations; and any part ef such refunds 
derived from such direct loans of the Central Bank shall be paid in Class C stock 
issued to the regional bank or banks which issued to the borrower the stock incident to 
the loans, or to a regional bank or banks designated by the Farm Credit Administra- 
tion, and such bank or banks shal? issue a like amount of Class C stock to the borrowers. 
All patronage refunds shall be paid in the proportion that the amount of interest 
earned on the loans of each borrower bears to the total interest earned on the loans of all 
borrowers during the fiscal year. 

(c) Application of assets on liquidation or dissolution. In the case of liquidation 
or dissolution of any bank for cooperatives, after the payment or retirement, as the case 
may be, first, of ail liabilities; second, of all capital stock issued before the effective 
date of title I of the Farm Credit Act of 1955 held by cooperative associations at par, 
all Class A stock at par, and all Class B stock at par; and third, of all Class C stock 
at par; any surpluses and contingency reserves existing on the effective date of said 
title I shall be paid to the holders of outstanding capital stock issued before the effec- 
tive date of pos title I, Class A stock and Class C stock pro rata, and any remaining 
surplus and contingency reserves shall be distributed to those entities to which they 
are allocated on the books of the bank. If it should become necessary to use any surplus 
or contingency reserves to pay any liabilities or to retire any capital stock, allocated 
contingency reserves and surplus shall be exhausted first in accordance with rules 
prescribed by the Farm Credit Administration. 

- * * * * *x * 

Sec. 38. The Governor shall, by regulation or by prescribing the terms of the 
charters issued to the Central Bank for Cooperatives and the Banks for Coopera- 
tives, or both, provide such limitations as between the two types of banks, on the 
classes of borrowers to which loans may be made and the amount of the loans 
which may be made to individual borrowers, as will best insure the absence of 
duplication of effort by the two types of banks and will secure the greatest effi- 
ciency in extending the benefits of this title and title IV to borrowers. After the 
effective date of title I of the Farm Credit Act of 1955 any amendment in the terms of 
the charter issued to any bank for cooperatives and any regulation issued under 
authority of this section or otherwise affecting lending operations of any such bank 
shall be consistent with the principle that the Central Bank shall make loans only in 
cases where it is not practicable for the loan to be made by a regional bank. 

* * ae oe * * 

Sec. 41. Subject to such terms and conditions as may be prescribed by the 
Farm Credit Administration, the banks for cooperatives are authorized (a) to 
make loans to cooperative associations as defined in the Agricultural Marketing 
Act, as amended, for any of the purposes and subject to the conditions and 
limitations set forth in such Act, as amended; (b) to make loans (by way of dis- 
count or otherwise) to any bank organized under this Act; (c) to buy from, and 
sell to, any such bank or any Federal intermediate credit bank any note, draft, 
bill of exchange, debenture, or other obligation, or any interest therein; and 
(d) to borrow from, and discount or rediscount paper with, any and all such 
banks and commercial banks. Notwithstanding any limitations or conditions 
imposed by law, but subject to the availability of funds, each Bank for Coopera- 
tives shall have power and authority to make separate loans to cooperative asso- 
ciations as defined in the Agricultural Marketing Act, as amended, for the pur- 
pose of financing the construction of structures for the storage of agricultural 
commodities (other than structures to provide refrigerated cold storage or struc- 
tures in areas in which existing privately owned storage facilities for the com- 
modity concerned are adequate) in amounts up to a maximum of 80 per centum 
of the cost of such structures, as approved by the Bank for Cooperatives to 
whom application is made for the loan: Provided, That the cooperative associa- 
tion which has applied for any loan shall have furnished to the Bank for Coop- 
eratives an appropriate commitment from the Commodity Credit Corporation 
that the Commodity Credit Corporation will lease or guarantee utilization of not 
less than 75 per centum of the storage space contained in such structures when 
completed for a period of at least three years if such structures are not additions 
to existing structures, or two years if such structures are additions to existing 
structures. 

Notwithstanding any other provision of law, any officer or employee of the Farm 
Credit Administration or of any bank for cooperatives designated to act as custodian 
of. collateral securing loans made by any such bank to any cooperative association 

‘igible to borrow therefrom may, in accordance with regulations of the Farm Credit 
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Administration, act at the same time.as custodian of collateral securing loans. made. 
— —~ other lenders to any cooperative association eligible to borrow from any such 


[Stock Subscriptions and Earnings and Reserves 


[Sec. 42. The provisions of section 35, as amended, and the provisions of 
section 36, as amended, shall apply in the case of Banks for Cooperatives in the 
same manner and to the same extent as such provisions are applicable to the 
Central Bank for Cooperatives, except that powers conferred on the Chairman 
of the Board of the Central Bank for Cooperatives shall be exercised by the 
Boards of Directors of the Banks for Cooperatives, subject to the approval of 
the Farm Credit Administration.] 

Sec. 42. (a) Classes of stock; ownership; voting rights; dividends; and retirement 
of stock. Except as provided in section 12 of the Farm Credit Act of 1955, each 
regional bank for cooperatives shall have the following classes of stock, all of which 
shall have a par value of $100 per share: 

(1) Class A stock shall be issued to and held by the Governor of the Farm Credit 
Administration on behalf of the United States, and stock of such banks held by the 
Governor on the effective date of the Farm Credit Act of 1955 shall be exchanged, share 
for share, for Class A stock of the respective banks. Class A stock shall be nonvoting 
and no dividends shall be paid thereon. At the end of each fiscal year, each of such 
banks, subject to the provisions of sections 33 and 40, shall determine the amount of 
Class A stock that shall be retired at par by that bank. The minimum amount of 
Class A stock that shall be retired shall be the equivalent in dollar vatue of the amount 
of Class C stock issued for that year, except that Class C stock issued by a regional 

ank on account of Class C stock tssued to it by the Central Bank, Class C stock issued 
by a regional bank in exchange for Class B stock the proceeds of which were used to 
retire an equivalent amount of Class A stock, and Class C stock issued by a regional 
bank in exchange for capital stock of the bank outstanding on the effective date of the 
Farm Credit Act of 1955, shall not be included in such bank's calculation. Any 
amount of Class A stock retired in any one year in excess of the minimum amount 
required to be retired may be used to reduce to the extent of such excess the amount 
of such stock required to be retired in any subsequent year. Funds from the retirement 
of Class A stock shall be paid into the revelving fund authorized by the Agricultural 
Marketing Act, as amended, and shall continue to be available for the purchase of 
Class A stock in the banks in accordance with sections 33 and 40. 

(2) Class B stock may be issued in series and amounts approved by the Farm 
Credit Administration, and may be sold or transferred to any person subject to the 
approval of the issuing bank. Such stock shall be issued only at par end shall be 
nonvoting. Any bank may pay dividends of not to exceed 4 per centum per annum 
on Class B stock if declared by the board of directors and approved by the Farm 
Credit Administration and if the surplus account of the bank, after payment of such 
dividends, will not be less than 25 per centum of the sum of all its oulstanding capital 
stock. Dividends on Ciass B stock shall not be cumulative, but no bank shall distribute 
in any year any of ils net savings as patronage refunds as provided in section 36 (a) 
unless for that year a dividend of at teast 2 per centum is declared and paid upon out- 
standing Class B stock of the bank. Each series of Class B stock shall be issued only 
with the approval of the Farm Credit Administration and shall carry on the face of 
each certificate a statement of the maximum dividend which may be declared and paid 
thereon and of the minimum dividend which shall be declared and paid thereon before 
the bank may distribute any of its net savings as patronage refunds: Provided, T hat 
such mazimum and minimum dividends may be the same amount. Afiler all Class 
A stock has been retired, Class B stock may be called for retirement at par with the 
approval of the Farm Credit Administration and shall be called in such manner that 
the oldest outstanding stock at any given time will be retired first. Any holder of Class 
B stock whose siock has been called for retirement may elect, with the approval of the 
tssuing bank, to leave his stock in the bank subject to its being included in the next 
call for retirement. 

(8) Class C stock, except as approved by the Farm Credit Administration and 
consented to by the issuing bank, may be issued only to banks for cooperatives and 
farmers’ cooperative associations as defined in section 15 (a) of the Agricultural 
Marketing Act, as amended. Such stock may be issued in fracticnal shares, shall 
be issued at its fair book value not exceeding par, as determined by the bank, and no 
dividends shall be paid on it. Each holder of one or more shares of Class C stock 
which 7 eligible to borrow from a bank for cooperatives shall be entitled to one vote 
only: Provided, That any such holder which within the period of two years next pre- 
ceding a date, fixed by the Farm Credit Administration, prior to commencement of 
the voting has not been a borrower from a bank of which it holds Class C stock shall 
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not. be entitled to vote. From time to time each bank for cooperatives shall obtain . 
information concerning its Class C stockholders to determine whether they continue 
to be eligible to borrow from the bank and to vote. Any Class C stockholder found 
by the bank to be ineligible to borrow shall not be entitled to vole until its eligibility 
is reestablished to the satisfaction of the bank. Whenever in section 5 of the Farm 
Credit Act of 1937, as amended, and section 4 (a) of the Farm Credit Act of 19538, 
provision *s made for a nomination or election by cooperatives which are stockholders 


or subscribers to the guaranty fund of any bank for cooperatives the term “cooperatives , 


which are slockholders or subscribers to the gucranty fund” or the equivalent of that 
term, shall mean such cooperatives which are eligible to vote. Each borrower from a 
bank for cooperatives shall be required to own at the time the loan is made at least one 
share of Class C stock. The purchase price of such stock may be retained out of the 
loan. In addition, each borrower as defined by the Farm Credit Administration for 
purposes of this sentence, shall be required to invest quarterly in Class C stock an 
amount equal to not less than 10 nor more than 25 per centum, as prescribed by the 
board of directors of the bank with the approval of the Farm Credit Administration, 
of the amount of interest payable by it to the bank during the calendar quarter, Pay- 
ments for such stock shall be made quarterly or when the regular interest payments 
of the borrower are payable; but the stock shall be issued to the borrower as cf the end 
of each fiscal year in the amount of the payments for stock made by it during the year. 
Each cantonal baiik shall purchase at least one share of Class C stock of the Central 
Bank. In addition, the regional bank shall be required to invest quarterly in Class C 
stock of the Central Bank an amount equal to not less than 10 nor more than 25 per 
centum, as prescribed hy the bcard of directors of the Central Bank with the approval 
of the Farm Credit Administration, ef the amount of interest payable by the regional 
bank io the Ceniral Bank during the calendar quarter by reason of any interest pur- 
chased by the Central Bank in a loan made by the regional bank. Payments for 
such stack shall be made to the Central Bank and the stock shall be issued to the regional 
bank in the same manner, inscfar as practicable, as is provided in this section for 
payments fcr and issuance of stock on account ef loans by the regional bank in which 
the Central Bank does not purchase any interest, Subiect to rules prescribed by the 
board of directors of the lending bank with the approval of the Farm Credit Adminis- 
tration, a borrower may convert Class B stock into Class C stock for the purncse of 
making the investment in Class C stock required by this paragraph. Af'er retirement 
of all Class A stock Class C stock also may be retired at par by calling the oldest 
outstanding Class C stock but Class C stock that was issued for a fiscal year period 
shall not be called for retirement until all Class B stock that was issued during or 
prior to that fiscal year has been called for retirement. 

(6) Guaranty fund subscriptions in lieu of stock. If a cooperative association is 
not authorized under the laws of the State in which it ts organized to take stock in the 
bank, the bank shall, in lieu thereof, reauire the association to pay into or have on 
deposit in a guaranty fund of the bank, or the bank may retain out of the amount of 
the loan and credit to the guaranty fund, a sum equal to the amount of Class C stock 
which the association would otherwise be required by subsection (a) (8) of this section 
to own at the time the loan is made and to purchase thereafter. Any such association 
may meke additional payments into the quaranty fund from time to time tn lieu of 
the purchase of Class B stock, and shall receive credits to such fund in lieu of patronage 
refunds payable in Class C stock. Each reference in this Act to capital stock or Class 
B or Class C stock shell include also the guaranty fund equivalents of such stock, and, 
to the extent permitled under the laws of a State in which a cooperctive association is 
organized, a holder of guaranty fund equivalents of either Class B or Class C stock 
shall have the same rights and status as a holder of Class B or Class C stocks, respec- 
tively. The rights and obligations of the bank as respects such quoranty fund equiva- 
lents shall be identical to its rights and obligations as respects Class B or Class C stock, 
respectively. 

(c) Lien on stock. Except as hereinafter provided in the case of an association 
which is a direct borrower from the Central Bank, each bank for cooperatives shall have 
a first lien on all stock in the bank owned by each cooperative association as additional 
collateral for any indebtedness of such association to the bank. In the case of an 
association which is a direct borrower from the Central Bank, the Central Bank shal! 
have a first lien on any amount of Class C stock which the borrowing association owns 
in any regional bank on account of direct loans of such association from the Central 
Bank; and the regional bank shall have a lien on such stock junior only to the lien of 
the Central Bank. In any case where the debt of a borrower is in default, the bank 
may, in accordance with regulations of the Farm Credit Administration, retire and 
cancel all or a part of the stock of the defaulting borrower at the fair book value thereof, 
not exceeding par, in total or partial liquidation of the debt, as the case may be, and, 
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to the extent required, corresponding shares held by a regional bank in the Central 
Bank shall be retired. 

(d) Calculation of proportionate interests in banks. For the purpose of deter- 
mining pursuant to section 5 (d) (2) (C) of the Farm Credit Act of 1937, as amended, 
the amount of the capital stock and subscriptions to the guaranty fund of a regional 
bank for cooperatives held by cooperatives the term “capital stock and subscriptions to 
the guaranty fund held by cooperatives’’ or the equivalent of that term shall also mean 
all outstanding Class B and Class C stock and the guaranty fund equivalents thereof. 

. * * » * * + 

Sec. 63. The Central Bank for Cooperatives, and the Production Credit 
Corporations, Production Credit Associations, and Banks for Cooperatives, 
organized under this Act, and their obligations, shall be deemed to be instru- 
mentalities of the United States, and as such, any and all notes, debentures, 
bonds, and other such obligations issued by such banks, associations, or corpora- 
tions shall be exempt both as to principal and interest from all taxation (except 
surtaxes, estate, inheritance, and gift taxes) now or hereafter imposed by the 
United States or by any State, Territorial, or local taxing authority. Such 
banks, associations, and corporations, their property, their franchises, capital, 
reserves, surplus, and other funds, and their income, shal! be exempt from all 
taxation now or hereafter imposed by the United States or by any State, Terri- 
torial, or local taxing authority; except that any real property and any tangible 
personal property of such banks, associations, and corporations shall be subject 
to Federal, State, Territorial, and local taxation to the same extent as other 
similar property is taxed. The exemption provided herein shall not apply with 
respect to any Production Credit Association or its property or income after the 
Class A stock held in it by the Production Credit Corporation has been retired, 
or with respect to the Central Bank for Cooperatives, or any Production Credit 
Corporation or Bank for Cooperatives, or its property or income after the stock 
held in it by the United States has been retired. 

* * * * * * * 


Sec. 65. Upon default of any obligation of any Production Credit Corporation, 
Production Credit Association, or [regional] Bank for Cooperatives, such bank, 
association, or corporation may be declared insolvent and placed in the hands 
of a receiver by the Governor and proceedings shall thereupon be had in accord- 
ance with the provisions of law relating to the insolvency of national farm loan 
associations. Any such bank, association, or corporation may, with the consent 
of the Governor, liquidate voluntarily, but only in accordance with such rules 
and regulations as the Governor may prescribe. 

[Sec. 66. No director, officer, or employee of the Central Bank for Cooperatives, 
or of any Production Credit Corporation, Production Credit Association, or 
Bank for Cooperatives shall be paid compensation in excess of $13,800 per annum.J] 






































Act or Junge 15, 1929 


AN ACT To establish a Federal Farm Board to promote the effective merchandising of agricultural com- 
modities in interstate and foreign commerce, and to place agriculture on a basis of economic equality 
with other industries 









Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
* kK ok *” * * * 


Sec. 8. [(a) Loans to any cooperative association shall bear such rates of 
interest as the Governor of the Farm Credit Administration shall from time to 
time determine to be necessary for the needs of the lending agencies and shall 
by regulation prescribe (but in no ease shall the rate of interest exceed 6 per 
centum per annum on the unpaid principal): Provided, however, That the rate of 
interest on any loan made under the provisions of section 7 (a) (1) hereof, other 
than upon the security of commodities, shall conform as nearly as may be practi- 
cable to a rate 1 per centum in excess of the prevailing interest rate paid by produc- 
tion credit associations to the Federal intermediate credit bank of the farm credit 
district. in which the principal business office of the borrower is located; the rate 
of interest on any loan made upon the security of commodities shall conform, as 
nearly as may be practicable, to the prevailing interest rate on commodity loans 
charged borrowers from the Federal intermediate credit bank of the farm credit 
district in which the principal business office of the borrower is located; and that 
the rate of interest on any loan made under the provisions of section 7 (a) (2) 
hereof shall conform as nearly as may be practicable to the prevailing rate on 
mortgage loans made to members of national farm loan associations.] 
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(a) Loans to cooperative associations made by any bank for cooperatives shall 
bear such rates of interest as the board of directors of the bank shall from time to time 
determine with the approval of the Farm Credit Administration, but in no case shall 
the rate of interest exceed 6 per centum per annum on the unpaid principal of a loan. 

* * * * * * * 


Act or Avcust 6, 1953 


AN ACT To increase farmer participation in ownership and control of the Federal Farm Credit System; 
to create a Federal Farm Credit Board; to abolish certain offices; to impose a franchise tax upon certain 
farm credit institutions; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


TITLE — 
Section 1. This Act may be cited as the “Farm Credit Act of 1953’. 
. * * * ~ * * 


Sec. 4. (a) There shall be established, in the Farm Credit Administration, a 
Federal Farm Credit Board (hereinafter referred to as the ‘‘Board”). Said Board 
shall consist of thirteen members. Twelve of the members, one from each of the 
farm credit districts of the United States, shall be known as appointed members 
and shall be appointed by the President with the advice and consent of the Senate. 
In making appointments to the Board the President shall have due regard to a 
fair representation of the publie interest, the welfare of all farmers and the various 
types of cooperative agricultural credit interests: shall give special consideration 
to persons who are experienced in cooperative agricultural credit; and shail, before 
making such appointments, receive and consider nominations made as follows: 
The national farm loan associations in the distriet shall designate one nominee, the 
production credit associations in the district shall designate one nominee, and the 
cooperatives which are stockholders or subseribers to the guaranty fund of the 
bank for cooperatives of the district shall designate one nominee, in accordance 
with the procedure prescribed in sections 5 (e) and 5 (f) of the Farm Credit Act 
of 1937 for the nomination and election of members of a district farm credit board, 
except that only the two persons receiving the highest number of votes shall be 
included in the list of nominees prepared as a result of the voting under the pro- 
cedure prescribed in said section 5 (e): Provided, That the names of all those who 
are tied for second place as a result of said voting shall be included in the list; 
and in case of a tie in the voting under the procedure prescribed in said section 
5 (f) [the procedure prescribed therein shall be followed again until the tie is 
broken J all persons so tied shall be considered designated as nominees: And provided 
further, That if the same person would otherwise be on the list of nominees of more 
than one of said groups as a result of the voting under said section 5 (e) he may 
choose the one list on which his name shall appear, and otherwise his name sliail 
appear only on the list of the two highest nominees of the group which gave him 
the highest percentage of its votes. Subsequent appointments shall be made 
after receiving and considering nominations made in like manner. 

(b) Each appointed member of said Board shall be a citizen of the United 
States and shall have been a resident of the farm credit district from which ap- 
pointed for not less than ten years next preceding his appointment, and the 
removal of residence from the district during his tenure shall operate as a termi- 
nation of his membership on said Board. No appointed member of said Board 
shall be eligible to serve for more than one full term of six vears, and, in addition, 
a term of less than six years if he is one of the first members to be appointed, or is 
appointed to fill, the unexpired portion of one term expiring before his appoint- 
ment to a full term, except thet one full term of six years shail be considered to include 
an additional four months if the particular term is one which was legally extended for 
an additional four months. No person shall be eligible for nomination or appoint- 
ment to membership as an appointed member on said Board if such person has 
within one year next preceding the commencement of the term been a salaried 
officer or employee of the Farm Credit Administration, or a salaried officer or 
employee of any corporation operating under the supervision of the Farm Credit 
Administration. Any person who is a member of the district farm credit board 
when appointed as a member of the Federal Farm Credit Board shall resign as a 
member of the district board before assuming his duties as a member of the Federal 
Farm Credit Board. No person who becomes an appointed member of said 
Board shall be eligible to continue to serve as a member thereof if such person 
becomes a member of any district farm credit board, or an officer or employee of 
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‘the Farm Credit Administration, or an officer or employee of any corporation 
operating under the supervision of the Farm Credit Administration. 

(ce) The term of office of the appointed members of said Board shall be six 
vears, beginning with the first day of the calendar month in which this Act takes 
effect, and such members shall serve until their successors are duly appointed and 
qualified; however, of the first appointed members appointed hereunder, two 
shall be appointed for a term of one year from said date, two for a term of two 
years, two for a term of three vears, two for a term of four years, two for a term 
of five years, and two for a term of six years. All vacancies in the offices of 
appointed members on said Board shall be filled for the unexpired portion of the 
term upon like nominations and by like appointments as herein provided for the 
appointment of the first such members of said Board. Ali terms of office which 
otherwise would expire on November 30 of any year following enactment of the Farm 
Credit Act of 1955 are extended four months to expire on the following March 31 so that 
the term of office of all successors to the terms so extended shall begin with the first day 
of April. 

* * * * * * ~~ 

Src. 7. (a) The offices of the Land Bank Commissioner, Production Credit 
Commissioner, Cooperative Bank Commissioner, and Intermediate Credit Com- 
missioner are hereby abolished. [The Governor shall designate an officer or 
employee of the Farm Credit Administration to serve at the pleasure of the 
Governor as a member of the board of directors of the Central Bank for Coopera- 
tives, as chairman of said board of directors, and as executive officer of said bank, 
in lieu of the Cooperative Bank Commissioner.] The Governor shall desiznate 
an officer or employee of the Farm Credit Administration to serve at the pleasure 
of the Governor as a member of the board of directors of the Federal Farm Mort- 
gage Corporation, in lieu of the Land Bank Commissioner. The Federal Farm 
Mortgage Corporation and its functions and activities are hereby transferred to 
the Farm Credit Administration and shall be administered therein under the gen- 
eral direction and supervision thereof, 


Act or Janvary 23, 1932 


AN ACT Toamend the Federal Farm Loan Act, as amended. to provide for additional capital for Federal 
land banks, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 
* K * * * * * 


Src. 6. The Farm Credit Administration is authorized to make such rules and 
regulations, not inconsistent with law, as it deems necessary or requisite for the 
efficient execution of the provisions of the Federal Farm Loan Act, the Farm Credit 
Act of 1933, and/or any Act or Acts amendatory thereof or supplementary thereto. 


Acr or Juny 17, 1916 


AN ACT To provide capital for agricultural development, to create standard forms of investment based 
upon farm mortgage to equalize rates of interest upon farm loans, to furnish a market for United States 
bonds, to create Government depositaries and financial agents for the United States and for other 
purposes 


Be it enacted by the Senate and Heuse of Representatives of the United States of 
America in Congress assembled, That the short title of this Act shall be “The 
Federal Farm Loan Act.” 

* * * * * OK * 

Sxc. 3. 

a * + * * * * 

(The Farm Credit Administration shall preseribe a form for the statement of 
condition of national farm loan associations and land banks under its supervision, 
which shall be filled out quarterly by each such association or bank and trans- 
mitted to said administration. ] 

The Farm Credit Administration shall prescribe a form for the statement of condition 
of national farm loan associations and land banks under its supervision, which shall 
be filled out by each such association or bank and transmitted to said administration 
as required by it. 

. * * * * * * 
Sere. 5, 
* * ~ + * * 
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{It shall be the duty of the Secretary of the Treasury on behalf of the United 
States, upon the request of the board of directors of any Federal land bank made 
with the approval of the Farm Credit Administration, to subscribe from time to 
time for capital stock of such bank in an amount or amounts specified in such 
approval or approvals, such subscriptions to be subject to call in whole or in part 
by the board of directors of said’ bank upon thirty days’ notice with the approval 
of the Farm Credit Administration. The Secretary of the Treasury is hereby 
authorized and directed to take out and pay for shares having an aggregate 
her value equal to the amounts so called; and to enable the Secretary of the 

reasury to pay for stock issued hereunder there is hereby authorized to be appro- 
priated the sum of $125,000,000 such stock to be nonvoting. Shares of stock 
issued pursuant to this paragraph shall be paid off at par and retired in the same 
manner as the original capital stock of said bank after said original stock out- 
standing, if any, has been paid off and retired: Provided, however, That stock 
issued pursuant to this paragraph may at any time, in the discretion of the 
directors and with the approval of the Farm Credit Administration, be paid off 
at par and retired in whole or in part; and that said Administration may at any 
time require such stock to be paid off at par and retired in whole or in part if in 
the opinion of the Administration the bank has resources available therefor. 
The proceeds of all repayments on account of stock issued pursuant to this 
paragraph shall be held in the Treasury of the United States and shall be available 
for the purpose of paying for other stock thereafter issued pursuant to this 
paragraph. J 

* cd e * a * + 
Sec. 7. 
* *~ . * + ok * 


It shall be the duty of the secretary-treasurer of every national farm loan 
association to act as custodian of its funds and to deposit the same in such bank 
as the board of directors may designate, to pay over to borrowers all sums 
received for their account from the Federal land bank upon first mortgage as in 
this Act prescribed, and to meet all other obligations of the association, subject 
to the orders of the board of directors and in accordance with the by-laws of 
the association. It shall be the duty of the secretary-treasurer, acting under 
the direction of the national farm loan association, to collect, receipt for, and 
transmit to the Federal land bank payments of interest, amortization install- 
ments, or principal arising out of loans made through the association. He shall 
be the custodian of the securities, records, papers, certificates of stock, and all 
documents relating to or bearing upon the conduct of the affairs of the association. 
He shall furnish a suitable surety bond to be prescribed and approved by the 
Farm Credit Administration for the proper performance of the duties imposed 
upon him under this Act, which shall cover prompt collection and transmission 
of funds. [He shall make a quarterly report to the Farm Credit Administration 
upon forms to be provided for that purpose.J He shall make a report to the Farm 
Credit Administration as required by tt upon forms to be provided for that purpose: 
Upon request from said Administration said secretary-treasurer shall furnish 
information regarding the condition of the national farm loan association for 
which he is acting, and he shall carry out all duly authorized orders of said 
Administration. He shall assure himself from time to time that the loans made 
through the national farm loan association of which he is an officer are applied 
to the purposes set forth in the application of the borrower as approved, and shull 
forthwith report to the land bank of the district any failure of any borrower to 
comply with the terms of his application or mortgage. He shall also ascertain 
and report to said bank the amount of any delinquent taxes on land mortgaged 
to said bank and the name of the delinquent. No such secretary-treasurer shall 
engage in the making of land mortgage loans eligible at a Federal land bank 
through or for any other land mortgage company or agency, and the making of 
a such loan by any secretary-treasurer shall forthwith work a forfeiture of his 
office. 


~ * * * * * » 
Sec. 8. 
* aa * * * ~ © 


Every national farm loan association formed under this Act shall by its 
articles of association provide for an increase of its capital stock from time to 
time for the purpose of securing additional loans for its members and providing 
for the issue of shares to borrowers in accordance with the provisions of this 
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Act. [Such inereases shall be included in the quarterly reports to the Farm Credit 
Administration. ] 
* * * * * * ¥ 
Src. 10. 
* * . . * * * 


Notwithstanding any other provision of this Act to the contrary, subject to the 
approval of the Farm Credit Administration, the investigation and the written report 
or reporis on the value of the security pfered for a Federal land bank loan, which 
otherwise are required by this section to be made by land bank appraisers appointed 
under the authority of section 3 of this Act, may be made, in accordance with appraisal 
standards prescribed by the Farm Credit Administration, by any person (including a 
person who is secretary-lreasurer of a national farm loan association) designated so 
to do by the Federal land bank of the district; a Federal land bank is authorized to 
make a loan, tf otherwise authorized, on the basis of such an investigation and report 
by a person so designated; and a loan so made shall be eligible as collateral for farm 
loan bonds under section 19 of this Act, if otherwise qualified thereunder: Provided, 
That, within one year, the land bank shall obtain a written report on the security for 
the loan by a land bank appraiser appointed under section 8 of this Act, in terms and 
form prescribed by the Farm Credit Administration, and such a loan shall be eligible 
as collateral for farm loan bonds thereafier only if such report by a land bank appraiser 
establishes that the security meets the standards prescribed by the Farm Credit Ad- 
ministration for a land bank loan, and in no event shall any such loan thereafter be 
carried as such collateral for bonds at more than 65 per centum of the normal value of 
the security as determined by such land bank appraiser. Except as otherwise spe- 
cifically provided in this paragraph, all provisions of this Act relating to loans made 
through national farm loan associations shall, insofar as applicable, apply with 
respect to loans made on such investigations and writien reports by such designated 






















































persons. 

* x * * 7. * * 
ats Sec. 12. 
Ve * * * * * * * 


Fourth. [Such loans may be made for the following purposes and for no other: 
[(a) To provide for the purchase of land for agricultural! uses. 
{(b) To provide for the purchase of equipment, fertilizers, and livestock 
necessary for the proper and reasonable operation of the mortgaged farm; the 
Be term “equipment” to be defined by the Farm Credit Administration. 
iy [(c) To provide buildings and for the improvement of farm lands; the term 
Bot “improvement” to be defined by the Farm Credit Administration. 
a {[(d) To liquidate indebtedness of the owner of the land mortgaged incurred 
pay: for agricultural purposes, or incurred at least two years prior to the date of the 
t application for the loan. 
{(e) To provide the owner of the land mortgaged with funds for general agri- 
cultural uses.] 
Such loans may be made for general agricultural purposes and other reauire- 
ments of the owner of the land mortgaged, under rules and regulations of the Farm 


HE Credit Administration. 
Be Fifth. No such loan shall exceed 65 per centum of the normal value of the 
ati farm mortgaged, said vajue to be ascertained by appraisal, as provided in section 


10 of this Act. In making said appraisal the value of the farm for agricultural 
purposes shall be the basis of appraisal and the normal earning power of said 
farm shall be a principal factor; and, consistent with community standards, the 
appraisal may also reflect home advantages, and the availability to a typical operator 
of the property of earnings from other dependable sources to supplement the normal 
earning power of the farm. 

. %* * * a * * 


Sixth. No such loan shall be made to any person who is not at the time, or 
shortly to become, engaged in farming operations or to any other person unless 
the principal part of his income is derived from farming operations. In case of 
the sale of the mortgaged land, the Federal land bank may permit said mortgage 
and the stock interests of the vendor to be assumed by the purchaser. In case 
of the death of the mortgagor, his heir or heirs, or his legal representative or repre- 
sentatives, shall have the option, within sixty days of such death, to assume the 
mortgage and stock interests of the deceased. As used in this paragraph (1) the 
term “person” ineludes an individual or a corporation engaged in [the raising of 
livestock] farming operations; and (2) the term ‘corporation’? includes any in- 
corporated association; but no such loan shall be made to a corporation (A) unless 
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all the stock of the corporation is owned by individuals themselves personally 
actually engaged in [the raising of livestock ] farming operations on the farm to 
be mortgaged as security for the loan, except in a case where the [Land Bank 
Commissioner] Farm Credit Administration permits the loan if at least 75 per 
centum in value and number of shares of the stock of the corporation is owned 
by the individuals personally actually so engaged, and (B) unless the owners of 
at least 75 per centum in value and number of shares of the stock of the corpora- 
tion assume personal liability for the loan. No loan shall be made to any corpo- 
ration which is a subsidiary of, or affiliated (either directly or through substantial 
identity of stock ownership) with, a corporation ineligible to procure a loan in the 
amount applied for. 

Seventh. The amount of loans to any one borrower shall in no case exceed a 
maximum of [$100,000] $200,000, but loans to any one borrower shall not exceed 
$525,003 $100,000 unless approved by the [Land Bank Commissioner] Farm 

redit Administration, nor shall any one loan be for a less sum than $100, but 
preference shall be given to applications for loans of $10,000 and under. 


* a » * + a ok 
Sec. 13. 
* © oa a a * co 


Nineteenth. To permit any borrower to defer payment of the principal por- 
tions of installments on his loan in order that he may pay, in whole or in part, 
any indebtedness which is secured by a lien junior to the lien of the bank upon 
the farmland mortgaged to secure his loan. Such a deferment may be permitted 
for other purposes for a period not exceeding five years under regulations prescribed 
by the Farm Credit Administration, 

* * * ~ * * x 


Sec. 23. [That every Federal land bank, and every joint stock land bank, 
shall semiannually carry to reserve account twenty-five per centum of its net 
earnings until said reserve account shall show a credit balance equal to twenty 
per centum of the outstanding capital stock of said land bank. Whenever said 
reserve shall have been impaired, said balance of twenty per centum shall be 
fully restored before any dividends are paid. After said reserve has reached the 
sum of twenty per centum of the outstanding capital stock, five per centum of 
the net earnings shall be annually added thereto. For the period of two years 
from the date when any default occurs in the payment of the interest, amortiza- 
tion installments, or principal on any first mortgage, by both mortgagor and 
indorser, the amount so defaulted shall be carried to a suspense account, and at 
the end of the two-year period specified, unless collected, shall be debited to 
reserve account. 

After deducting the twenty-five per centum or the five per centum herein- 
before directed to be deducted for credit to reserve account, any Federal land 
bank or joint stock land bank may declare a dividend to shareholders of the 
whole or any part of the balance of its net earnings: Provided, That any dividend 
or dividends declared by any joint-stock land bank shall be subject to the approval 
of the Farm Credit Administration. The reserves of land banks shall be invested 
in accordance with rules and regulations to be prescribed by the Federal Farm 
Loan Board. 

{Every Federal land bank shall semiannually carry to reserve account a sur 
not less than 50 per centum of its net earnings until said reserve account shall 
show a credit balance equal to the outstanding capitai stock of said land bank. 
After said reserve is equal to the outstanding capital stock 10 per centum of the 
net earnings shall be added thereto semiannually. Whenever said reserve shall 
have been impaired it shall be fully restored before any dividends are paid. After 
deducting the 50 per centum or the 10 per centum herein directed to be deducted 
for credit to reserve account, any Federal land bank may declare a dividend or 
dividends to shareholders of the whole or any part of the balance of its net earn- 
ings, but only with the approval of the Federal Farm Loan Board. In the case 
of Federal land banks the requirements of this paragraph shall be in lieu of the 
requirements of the first three sentences of the first paragraph of this section and 
in lieu 7 the requirements of the first sentence of the second paragraph of this 
section. 

Every Federal land bank shall semiannually carry to reserve account a sum not 
less than 50 per centum of its net earnings until said reserve account shall show a 
credit balance equal to the outstanding capital stock of said land bank. After said 
reserve is equal to the outstanding capital stock 10 per centum of the net earnings 
shall be added theret¢ semiannually until said reserve account shall show a credit 
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balance equal to 150 per centum of the outstanding capital stock of said land bank, 
and any land bank having a credit balance in said reserve account in excess of 150 
per centum of its outstanding capital stock may withdraw such excess from said 
reserve account with the approval of the Farm Credit Administration. Whenever said 
reserve shall have been impaired it shall be fully restored before any dividends are paid, 

After deducting the 50 per centum or the 10 per centum hereinbefore directed to be 
deducted for credit to reserve account, any Federal land bank may declare a dividend 
or dividends to shareholders of the whole or any part of the halance of its net earnings, 
but only with the approval of the Farm Credit Administration. 

The reserves of land banks shall be invested in accordance with rules and regulations 
prescribed by the Farm Credit Administration. 

* ~ * * * * * 


Sec. 24. Every national farm loan association shall, out of its net earnings, 
semiannually carry to reserve account a sum not Jess than 10 per centum of such 
net earnings until said reserve account shall show a credit balance equal to 25 
per centum of the outstanding capital stock of said association. After said reserve 
has reached the sum of 25 per centum of the outstanding capital stock, 5 per 
centum of the net earnings shall be semiannually added thereto until said reserve 
account shall show a credit balance eaual to 50 per centum of the outstanding capital 
stock of said association, and any association having a credit balance in said reserve 
account in excess of 50 per centum of tts outstanding capital stock may withdraw such 
excess from said reserve account with the approval of the Farm Credit Administration. 


Act or SEPTEMBER 21, 1944 

AN ACT To provide for the control and eradication of certain animal and plant pests and diseases, to 
facilitate cooperation with the States in fire control, to provide for the more efficient protection and man- 
agement of the national forests, to facilitate the carrying out of agricultural conservation and related 
agricultural programs, to facilitate the operation of the Farm Credit Administration and the Rural Elec- 
trification Adminstration, to aid in the orderly marketing of agricultura. commo.tities and tor other 
purposes 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 

* * * * * * * 

Sec. 601. (a) The Farm Credit Administration shall, prior to the first day of 
each fiscal year commencing after June 30, 1944, estimate for the ensuing fiscal 
year the cost of examinations of the [joint-stock land banks,] Federal land banks, 
national farm-loan associations, banks for cooperatives, Central Bank for Cooper- 
atives, Federal intermediate credit banks, production credit corporations, and 
production credit associations: shall anportion the amount so determined among 
the [joint-stock land banks,} Federal land banks, national farm loan associations, 
banks for cooperatives, Central Bank for Cooperatives, Federal intermediate 
credit banks, production credit corporations, and production credit associations 
on such equitable basis as said Administration shall determine; and shall assess 
against and collect in advance the amount so apportioned from the banks, corpora- 
tions, and other organizations among which the apportionment is made, except 
that the amounts apportioned to national farm loan associations shall be assessed 
against and collected from the Federal land bank of the district which may in turn 
collect such amounts from the associations in a manner approved by the Farm Credit 
Administration. 

Act or Avcust 19, 1937 


AN ACT To amend the Federal Farm Loan Act, to amend the Emergency Farm Mortgage Act 0: 1933, to 
amend the Farm Credit Act of 1933, to amend the Federal Farm Mortgage Corporation Act, to amend 
the Agricultural Marketing Act, and for other purposes 

Be it enacted by the Senate and House of Representatives of the United States of 

America in Congress assembled, That this Act may be cited as the “Farm Credit 

Act of 1937’’, 


~ a + > * >» 
Src. 5. 
* * * + * * + 


(b) There shall be in each farm credit distriet a farm eredit board which shall be 
selected as hereinafter specified and shall be composed of seven members. Each 
farm credit board shal! include in its title the name of the city in which the Federal 
land bank, Federal intermediate credit bank, production credit corporation, and 
regional bank for cooperatives of the district are located. Three of the seven 
members of said beard shall be known as elected directors, of whom one shall be 
chosen by national farm loan associations, one shall be chosen by production 
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credit associations of the district, and one shall be chosen by cooperatives which 
are stockholders or subseribers to the guaranty fund of the regional bank for 
cooperatives in the district. Subject to the other provisions hereof, three of the 
seven members shall be known as district directors and shall be appointed by the 
Governor of the Farm Credit Administration by and with the advice and consent 
of the Federal Farm Credit Board. The seventh member of such board sha!! be 
known as director-at-large and shall be appointed by the Governor of the Farm 
Credit Administration by and with the advice and consent of the Federal Farm 
Credit Board. [No person shall be eligible hereafter for nomination or appoint- 
ment to membership as an appointed member on said Board if such person has 
within one year next preceding the commencement of the term been a salaried 
officer or employee of the Farm Credit Administration, or a salaried officer or 
employee of any corporation operating under the supervision of the Farm Credit 
Administration.] After the date of enactment of the Farm Credit Act of 1955, no 
person shall be eligible for election or appointment lo membership on said Board if 
such person has within one year next preceding the commencement of the lerm been 
a salaried officer or employee of the Farm Credit Administration, or a salaried officer 
or emplouee of any corporation operating under the supervision of the Farm Credit 
Adminisiration. Each farm credit board shall elect from its members a chairman 
and vice chairman, and shall appoint a secretary from within or without its 
membership as it may see fit. The chairman, vice chairman, and secretary shall 
each be elected for a term of one yeer and until their successors are elected and 
take office and the board shall elect such officers each vear. The chairman shall 
preside at all meetings and the vice chairman shall preside in the absence or dis- 
ability of the chairman. The board may, in the absence of both the chairman 
and vice chairman. elect a member to act as chairman pro tempore. 
* * * * * * * 
(d) 
a . * * * * *« 

(2) Notwithstanding the above provision with respect to the appointment of 
district directors, one additional member of said board shall be elected by each 
of the groups aforesaid (national farm loan associations and borrowers through 
agencies, production credit associations, and cooperatives which are stockholders 
or subseribers to the guaranty fund of the regional bank for cooperatives of the 
district), and serve in lieu of a district director, under the following circumstances 
and conditions: 

(A) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock held by national farm loan associations, surplus and reserves of 
a Federal land bank shall equal or exceed 66%5 per centum of the total of the capital 
stock, surplus, and reserves of such bank as of the date [three months } siz months 
before the expiration of the term of office of the district director (or third district 
director) whose term next expires, the successor to such director shall be elected 
by the national farm loan associations of the district in the manner herein provided, 
shall be known as an elected director, and successors to that office shall be so elected 
and known from term to term while such conditions obtain: Provided, That if and 
when, as determined by the Farm Credit Administration, such conditions do not 
obtain as of the date [three months] sex monihs before the expiration of the term 
of office of any director so elected under the provisions of this subparagraph, the 
suecessor to such director shall be appointed by the Governor of the Farm Credit 
Administration by and with the advice and consent of the Federal Farm Credit 
Board, shall be known as a district director, and suecessors to that office shall be so 
appointed and known from term to term for such terms as appointment is rot pre- 
elnded by the election of an additional director by one of the groups aforesaid as 
herein provided: And provided further, That such national farm loan associations 
shall again and from time to time elect one additional director as aforesaid if and 
when the required conditions named in this subparagraph shall be determined to 
obtain as aforesaid. 

(B) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock held by persons other than the production credit corporation of 
the district, surplus, and reserves of the production credit associations (collectively) 
of a farm credit district shall equal or exceed 6624 per centum of the total of the 
capital stock, surplus, and reserves of the production credit associations (collec- 
tively) of said district as of the date [three months] six months before the expira- 
tion of the term of office of the district director (or third district cireetor) whose 
term next expires, the successor to such director shall be elected by the production 
credit associations of the district in the manner herein provided, shall be known as 
an elected director, and successors to that office shall be so elected and known from 
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term to term while such conditions obtain: Provided, That, if and when, as deter- 
mined by the Farm Credit Administration, such conditions do not obtain as of the 
date [three months] six months before the expiration of the term of office of an 

director so elected under the provisions of this subparagraph, the successor to suc 

director shall be appointed by the Governor of the Farm Credit Administration 
by and with the advice and consent of the Federal Farm Credit Board, shall be 
known as a district director, and successors to that office shall be so appointed and 
known from term to term for such terms as appointment is not precluded by the 
election of an additional director by one of the groups aforesaid as herein provided: 
And provided further, That such production credit associations shall again and from 
time to time elect one additional director as aforesaid, if and when the required 
conditions named in this subparagraph shall be determined to obtain as aforesaid. 

(C) Whenever, as determined by the Farm Credit Administration, the sum of 
the capital stock and subscriptions to the guaranty fund held by cooperatives 
which are stockholders or subscribers to the guaranty fund of a regional bank for 
cooperatives, surplus and reserves of said bank shall equal or exceed 66% per 
centum of the total capital stock, subscriptions to the guaranty fund, surplus and 
reserves of said bank as of the date [three months] six months before the expira- 
tion of the term of office of the district director (or third district director) whose 
term next expires, the successor to such director shall be elected by the cooper- 
atives which are stockholders or subscribers to the guaranty fund of said bank in 
the manner herein provided, shall be known as an elected director, and successors 
to that office shall be so elected and known from term to term while such conditions 
obtain: Provided, That if and when, as determined by the Farm Credit Adminis- 
tration, such conditions do not obtain as of the date [three months] siz months 
before the expiration of the term of office of any director so elected under the pro- 
visions of this subparagraph, the successor to such director shall be appointed by 
the Governor of the Farm Credit Administration by and with the advice and con- 
sent of the Federal Farm Credit Board, shall be known as a district director, and 
successors to that office shall be so appointed and known from term to term for 
such terms as appointment is not precluded by the election of an additional diree- 
tor by one of the groups aforesaid as herein provided: Provided further, That such 
cooperatives which are stockholders or subscribers to the guaranty fund of said 
bank shall again and from time to time elect one additional director as aforesaid 
if and when the required conditions named in this subparagraph shall be deter- 
mined to obtain as aforesaid: Provided further, That at no time and under no con- 
ditions shall there be in office less than one or more than two members of said board 
who are serving by election of any one of the groups aforesaid (national farm loan 
associations and borrowers through agencies, production credit associations, and 
eooperatives which are stockholders or subscribers to the guaranty fund of the 
regional bank for cooperatives of the district): And provided further, That if two 
or more of said groups shall, under the terms and provisions hereof, become quali- 
fied to elect an additional director pending the expiration of the term of office of 
the district director (or third district director) whose term next expires, preference 
shall be given, first to national farm loan associations and borrowers through 
agencies, next to production credit associations, and next to cooperatives which 
are stockholders or subscribers to the guaranty fund of the regional bank for co- 
operatives, to elect an additional director as herein provided as the terms of office 
of district directors, including the third district director if he be still in office, 
expire. 

(3) In any district which includes more than one State no person shall be 
eligible to be elected by any group if he is a resident of the same State as the other 
member elected by such group and then serving. If two directors are to be 
elected at the same election in any such district by any group, the election of 
the director to he elected by such group under section 5 (b) shall be first deter- 
mined, and the person receiving the most votes for election under section 5 (d) (2) 
who is not a resident of the same State as the director elected under section 5 (b) 
shall be declared elected. 

(4) As directed by the Farm Credit Administration, the election of a director 
under section 5 (d) (2) by any group may be begun any time within siz months 
before the expiration of the term of office to which the director is to succeed, subject to 
the required determination being made as of the date sit months before the expiration 
of such term of office that a director so elected by such group is to serve in lieu of a 
district director (or third district director). 
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847TH CONGRESS \ HOUSE OF REPRESENTATIVES { Report 
Ist Session No. 865 





AUTHORIZING CONSTRUCTION FOR THE MILITARY 
DEPARTMENTS AND THE CENTRAL INTELLIGENCE 
AGENCY 





June 20, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Vinson, from the Committee on Armed Services, submitted the 
following 


REPORT 


(To accompany H. R. 6829] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6829) to authorize certain construction at military, naval, and 
Air Force installations, and for other purposes, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to provide construction and other related 
authority for the military departments within and outside the United 
States and for the Central Intelligence Agency. 
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CONSTRUCTION FOR MILITARY DEPARTMENTS 


Tora, AuTHOoRIZATIONS GRANTED 


Brief of authorizations 
Title I (Army): 
$238, 778, 000 
78, 334, 000 
223, 993, 000 
10, 000, 000 





551, 105, 000 
Title II (Navy): 
Inside continental United States 331, 607, 200 
107, 191; 300 
151, 342, 400 
6, 000, 000 





596, 140; 900 

Title III (Air Force): 
Inside continental United States. 709, 480, 000 
Outside continental United States 450, 973, 000 
Emergency 5, 000, 000 





1, 165, 453, 000 
Title IV (Chairman, JCS) 300, 000 
Title V (Central Intelligence Agency) 56, 000, 000 


CAPRI SOM cco ss 5c a ols eats a hae a eprn aot ace aubctiom mak 2, 368, 998, 900 


TITLE I-—ARMY 


The Army would be authorized $551,105,000 in this bill | This 
military construction Army authorization request is more than double 
the authorization of $236,060,000 granted in fiscal year 1955. 

It is the understanding of the committee that the authorization re- 
quest as submitted by the Department of the Army was predicated on 
the following considerations: 

(a) The sum of $223.9 million for facilities needed to meet firm pro- 
jected operational requirements. 

(6) The sum of $317.1 million, for continuation of the program to 
provide permanent facilities to improve the welfare and morale of our 
troops, to provide family quarters for our married military personnel 
and to provide needed operational and training facilities for our troops. 
This requirement includes 24,096 barracks spaces; 5,765 new and badly 
needed family quarters; 52,000 acres of land for the 3 services on 
Okinawa. 

(c) The sum of $10 million for emergency construction, 

Of the Army total, $160,500,000 or 30 percent is for the continuation 
of the construction of antiaircraft facilities worldwide; $63,900,000 or 
12 percent is for provision of troop-housing and troop-support facili- 
ties ; $88,372,000 or 17 percent is for family housing; $38,300,000 or 7 
percent is for land acquisition ; $26,200,000 or 4 percent is for another 
increment of permanent construction in Aleska and Okinawa. The 
major segments mentioned total $372,700,000 or 70 percent of the 
Army portion of title I. The remaining 30 percent will provide for 
additional construction in Iceland, facilities for research and develop- 
ment, maintenance shops, dredging, and other miscellaneous public 
works throughout the Army Establishment. 

A breakout of the program by broad categories is as follows: 
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Program by caiegories 





























{In thousands} 
Outside con- 
Continental | tinental . 
— United Total 
‘ . States 
1. Operational and training facilities. ............4--.-...---- $163, 719 $75, 553 $239, 272 
2. Maintenance and production fadilities-..-...22222.222.222-- 15, 176 3, 637 18, 813 
3. Research, development, and test facilities. ................. 9, OSS 0 9, 088 
id ET En din di ntenn neetcacsbecansnnkediabbabeail 3, 521 6, 593 10, 114 
4%. Hospital arid medical facilities_...........2......------.-.-- 15, 410 S54 16, 294 
G6. Admiltistrative facilities... 2: 2s... a kee det scweseccus 2, S58 1, 096 3, 954 
7. Housing and community facilities..................-....... 141, 169 40, 425 181, 594 
8. Utilities and ground improvements-........-..........-..- 15, 564 8, 189 23, 708 
V. Real Cbbate ss ss ded ic dei licen sete cocnnete tere dbebeiinn | 7, 773 30. 500 38, 273 
Babee 2 SUE OL Tiisiel led gs | g7aa78 | «168, 827 | 541, 105 
SEE CORT OCI oon cnc circcntinescwsecesccesncccesecnn ER aT ey j 10, 900 
Giotto WUE se ils Sewer Lipeedatnin nas | 551, 105 





Technical ‘services 

Ordnance Corps.—Troop housing, research and development, opera- 
tional and maintenance facilities, community facilities, family housing 
and utilities, $15,006,000 or 2.8 percent. 

Quartermaster Corps.—Troop housing, airfield pavements, opera- 
tional and maintenance facilities, community facilities, storage facili- 
ties, family housing and utilities, $9,851,000 or 1.8 percent. 

Chemical Corps.—Troop housing, storage facilities, operational and 
maintenance facilities, hospital and medical facilities, family housing, 
utilities and land acquisition, $3,697,000 or 0.7 percent. 

Signal Corps.—Troop housing, airfield pavements, operational and 
maintenance facilities, community facilities, storage facilities, family 
housing and utilities, $9,461,000 or 1.7 percent. 

Corps of Engineers.—Troop housing, community facilities, opera- 
tional and maintenance facilities, research and development facilities, 
storage facilities, family housing and utilities, $7,638,000 or 1.3 
percent. 

Transportation Corps.—Troop housing, community facilities, train- 
ing facilities, operational and maintenance facilities, storage facilities, 
utilities, dredging and land acquisition, $22,922,000 or 4.1 percent. 

Medical Corps.—Hospital and medical facilities, research and 
development facilities and training facilities, $9,100,000 or 1.6 percent 





Continental armies 

First Army.—Troop housing, training and administrative facilities, 
community facilities, medical facilities, operational and maintenance 
facilities, and family housing, $15,083,000 or 2.7 percent. 

Second Army.—Troop housing, training and administrative facilities, 
community facilities, medical facilities, operational and maintenance 
facilities, family housing and utilities, $10,525,000 or 1.9 percent. 

Third Army.—Troop housing, community facilities, training and 
administrative facilities, medical facilities, operational and mainte- 
nance facilities, airfield pavements, storage facilities, and family 
housing, $52,337,000 or 9.5 percent. 

Fourth Army.—Troop housing, community facilities, training and 
administrative facilities, medical facilities, operational and mainte- 
nance facilities, family housing and land acquisition, $21,425,000 
or 3.9 percent. 
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Fifth Army.—Troop housing, community facilities, training and 
administrative facilities, hospital and medical facilities, airfield 
oo storage facilities, operational and storage facilities, and 
amily housing, $26,432,000 or 4.8 percent. 

Sizth Army.—Troop housing, community facilities, training 
facilities, medical facilities, storage facilities, waterfront facilities, 
operational and maintenance facilities, liquid fuel dispensing facilities, 
and family housing, $19,764,000 or 3.6 percent. 

Other continental areas 

United States Military Academy, N. Y.—Community facilities and 
utilities, $756,000 or 0.2 percent. 

Armed Forces special weapons project (various locations).—Com- 
munity facilities, maintenance facilities, family housing, and utilities, 
$4,245,000 or 0.8 percent. 

Various locations, tactical installations —Family housing, $8,135,000 
or 1.5 percent. 

Various locations.—Rehabilitation of facilities for family housing, 
$2,661,000 or 0.5 percent. 


Overseas permanent and general areas 

Alaska.—Troop housing, community facilities, operational and 
maintenance facilities, storage facilities, liquid fuel dispensing facili- 
ties, family housing and utilities, $17,338,000 or 3.1 percent. 

Okinawa.—Troop supporting and medical facilities, operational, 
maintenance and administrative facilities, utilities, family housing, 
and land acquisition and resettlement, $43,983,000 or 8.1 percent. 

Pacific.—Storage and community facilities, family housing and 
utilities, $5,071,000 or 0.9 percent. 

Caribbean.—F amily housing, $2,350,000 or 0.4 percent. 

Iceland.—Operational and training facilities, and family housing, 
$3,793,000 or 0.7 percent. 

Classified installations —Family housing, $5,799,000 or 1.1 percent. 


Section 102 

Included in this section is the authorization of $223,933,000 for the 
establishment and development of classified military installations and 
facilities, or 40.5 percent. 
Section 103 

This authorizes the Secretary of the Army to restore and replace 
facilities damaged or destroyed in the amount of $10 million or 
1.8 percent. 


Section 104 

This authorizes the transfer of authorization for a research and de- 
velopment facility in the amount of $2 million from Fort Knox, Ky., 
to Walter Reed Army Medical Center, Washington, D. C. The 
original authorization, granted in Public Law 534, 82d Congress, has 
not yet been utilized. 


Section 105 

This authorizes the transfer of the Department of the Army trans- 
mitting station from the vicinity of Woodbridge, Va., to the vicinity of 
Camp Detrick, Md. The station was authorized at Woodbridge by 
ete 534, 83d Congress, but the authorization has not yet been 
utilized. 
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TITLE II—NAVY 


The Navy would be authorized in this bill to accomplish public 
works totaling $596,140,900. This is another increment in a long- 
range program to modernize the Navy’s shore establishment in keep- 
ing with the advances made and planned in ships, aircraft and weapons; 
and to meet strategic and other urgent requirements. This bill would 
authorize the development of two new installations. Both of these 
are needed for advanced training of Naval and Marine Corps aircraft 
pilots. One is proposed to be established in southern Louisiana and 
the other in southern Texas. The bill would also authorize the reloca- 
tion of the existing inadequate aviation training facilities at the United 
States Naval Academy to a new site to be developed near Annapolis, 
Md., to provide the required aeronautical educational facilities for the 
midshipmen and flight facilities for naval pilots and aviation personnel 
in the area. Last year family housing for the military departments 
was authorized by a special act (Public Law 765, 83d Cong.). This 
year, however, the family-housing program, consisting of 3,088 units 
for the Navy, mostly at overseas installations, is integrated into the 
regular public works projects contained in this bill. Provision is also 
made in the bill for bathelee officers’ quarters for 5,640 officers and 
for barracks for 10,930 enlisted personnel. 

Another noteworthy program which the bill will authorize is that for 
avigation flight clearance. The advent of jet aircraft has introduced 

roblems which must be solved for the safety of personnel and property. 

he heavier and faster jets require a much wider turning area and a 
longer and lower glide angle for landing. The problem is particularly 
serious at fields used for practicing carrier landings. Here the very 
low-approach pattern and carrier landing techniques must be employed 
to simulate actual carrier operating conditions. At the other fields in 
the program the problem is not as critical since the normal jet landing 
technique applies. In both cases, the safety of the lives of the highly 
trained pilots and of the costly aircraft requires clearance of air 
obstructions in the areas used for approach and landing. 

Navy has also requested authority to provide facilities to abate 
sewage pollution of the rivers and harbors adjacent to certain naval 
installations. This request covers only those stations where pollution 
by the Navy is in violation of State laws. It will also permit com- 
pliance with Executive Order 10014 of November 3, 1948. 

In accordance with the use to be made of the proposed facilities, the 
Navy’s program breaks down as follows: 














Amount (in | Percent of 

Category millions) total program 
as ceed phi aden nntanrenaines $345.3 58.0 
SA iad dc nhitenduncudédabone mondgudicdisachapcibthstioednhbedebe 71.0 11.9 
EAE TET PE PEE RS POLS: LOSS OS 56.2 9.4 
Research and development facilities...........-....---.2e0e--eeeenee none. 37.4 6.2 
‘Femmes (Gres COGMED GRANT BSP) odo doéckewensucimenduahionsaninesdoages 22.2 3.7 
I Se smanemndmannaapeciion ebndinean 23.0 3.9 
Morale, welfare, and recreation facilitios...............-.--..-.-.---.-.------ 15.6 2.6 
Pollution-abatement program ___-... 2.22.22 22. 2-- 2a -eenneneneneee-ee----e-- 15.1 2.5 
Land acquisition (for construction) ............--..-...-2-..------2---------- 10.3 1.7 
Total wel et 
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The Navy program is divided into the following 11 classes: 
1. Shipyard facilities 

The program for this class totals $51,454,600. Authorization in 
that amount is needed for development of facilities for repair and 
conversion of the new type carrier, for repair and modernization of 
shop facilities, for replacement of deteriorated berthing facilities, and 
for research and. development facilities in the fields of mine warfare 
and design of ship’s hull, propellers, and related matters. 

2. Fleet base facilities 

The total authorization proposed for this class is $44,597,500. The 
installations for which the facilities are needed are primarily concerned 
with direct support of the operating forces. A major share of the 
program, about $25 million, is required to provide personnel facili- 
ties—barracks, bachelor officers’ quarters, and family housing—chiefly 
at overseas locations. Other important projects in the program are 
for development of waterfront facilities for support of large carriers 
and other fleet units, 

8. Aviation facilities 

The authorization for this class, $314,157.200, is approximately 
52 percent of the Navy’s total in this bill. It is comprised of 4 types 
of stations for continental United States activities and 1 for overseas. 
The major features of these are as follows: 

(a) Naval air training stations.—Authorization for this program 
amounts to $44,410,500. Approximately $30 million of the amount 
is for development of two new air stations adjacent to the Gulf of 
Mexico required for advanced aeronautical training. The balance is 
required to provide for incremental modernization of the Navy's air 
training stations. 

(6) Fleet support air stations —Authorization for stations in this 
group totals $44,440,200. It is primarily required for the further 
development of the fields in the master jet complexes in keeping with 
advanced aircraft design and experience. In general, these fields 
support fleet-carrier operations. Certain of them also provide the 
base for operation of reconnaissance and antisubmarine warfare 
aircraft. 

(c) Marine Corps air stations.—$16,614 ,900 is the amount proposed 
for authorization for the continued development of these stations, 
principally for modernization of the Marine Corps master jet stations 
and satellite fields. These siations generally support fleet marine 
force, carrier, transport, and training aircraft. 

(d) Special purpose air stations —Authorization proposed for sta- 
tions in this group amounts to $73,902,000. Major projects in the 
group include the development of aviation facilities for education of 
midshipmen in the science of aeronautics; various research and devel- 
opment facilities including those for shipboard catapult and arresting 
gear needed to handle the heavier and faster jet aircraft; the program 
at a number of air stations for land acquisition and obstruction removal 
for flight clearance. The need for the latter program has been gener- 
ated by the shift from propeller to jet aircraft, and the wider and 
lower approach and landing techniques required for safe operation of 
jets. 
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(e) Overseas air stations —Authorization for this group amounts to 
$134,789,600. It includes provisions for nearly 700 units of family 
housing; facilities needed in the continental defense program; and 
aviation and related facilities required for strategic purposes. 

4. Supply facilitres 

Authorizations in the bill for this class of facilities amount to 
$9,254,100. The installations for which facilities are proposed have 
been established to support fleet operations and the operation and 
‘maintenance of other naval stations in the general vicimity of each 
supply activity. A part of this program will provide for a small 
number of family housing units, chiefly overseas. A major portion 
of the program is for rehabilitation of existing facilities, including fuel 
piers, a cold storage building, and for construction of a warehouse at 
an important overseas location. 


§. Marine Corps facilities 

Authorization in the bill for this class of facilities is $61,637,300. 
The installations involved are needed for training marines and sup- 
porting their operations. ‘The Marine Corps is geared for immediate 
deployment whenever and wherever required and the supply, training, 
and camp facilities are needed to support this requirement. 


6. Ordnance facilities 

Authorization in amount of $21,462,900 is in the bill for this class. 
The stations to be improved by accomplishment of the proposed 
projects exist to provide the necessary facilities for research, develop- 
ment, and testing of ammunition, other weapons, ordnance material, 
and equipment; the safe storage and issue of ammunition and related 
functions. The major portion of facilities proposed in this program 
are needed to perform these functions. 


?. Service school facilities 

Authorization for this class of facilities is $30,118,800. The pro- 
posed projects will provide much needed personnel housing to replace 
deteriorated and substandard existing barracks, bachelor officer’s 
quarters, and family units; and facilities for training officers and men 
to operate the highly complex and technical shipboard equipment of 
the modern Navy. 
8. Medical facilities 

Authorization in the bill for medical facilities amounts to $2,841,700. 
The program provides for 48 units of family housing for key officer and 
enlisted personnel, correction of deficiencies in the physical plant of 
two naval hospitals, medical research facilities important to fleet 
operations, and preparation of plans and specifications for a hospital 
to replace an existing temporary and substandard hospital and for a 
Department of Defense Medical Library to meet national require- 
ments. 


9. Communications facilities 

Authorization in the bill for this class totals $26,111,800. Except 
for one small radio direction-finder station, this program is for develop- 
ment of communication facilities at various strategic locations overseas, 
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10. Office of Naval Research facilities 
Authorization in the bill is for the amount of $215,000 to provide 
facilities needed for research in specialized scientific fields. 


11. Yards and docks facilities 


Authorization in the bill for facilities in this class totals $34,290,000. 
A portion of this authorization is required to rehabilitate certain 
waterfront loading facilities and utilities and to provide special storage 
facilities to support development and maintenance of overseas bases. 
It also includes a major program for abatement of pollution of the 
rivers and harbors adjacent to certain naval activities. 


TITLE III-——-AIR FORCE 


The Air Force would be authorized $1,165,453,000 in this bill to 
provide for the construction of facilities at 255 principal bases, 151 of 
which are in the continental United States and 104 are located in 
overseas areas. 

The public-works program for the Air Force for fiscal year 1956 will 
provide additional facilities necessary to the phased buildup of the 
137-wing Air Force. The facilities in this program are essential for 
sustained operation of the 137-wing Air Force which by the end of 
1957 will have a base structure consisting of 346 principal operational, 
training, logistic, and research installations. Within the continental 
United States there will be 186 of these installations and 160 in over- 
seas locations. In addition to these, the Air Force will have over 
2,000 ancillary installations such as communications sites, naviga- 
tional aids, radar stations, and classified locations. 

The basic strength of the Air Force has remained at the 137-wing 
force level which was established in December 1953; consequently, 
the base structure required to support the 137 wings has with a few 
exceptions remained what it was in the 1955 program. In continental 
United States there are two new Air Defense Command bases to 
satisfy urgent requirements; Buckingham, near Fort Myers, Fla., 
and a site to be selected in the greater Milwaukee area, Wisconsin. 
Also there are facilities for five new locations in the United States 
Air Force in Europe. 

The breakdown of the Air Force authorization request by major 
commands is as follows: 
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Continental United States (as contained in sec. 301): 








Air: Defense Command a6 i aki idee Ui cee cece $97, 834, 000 
PG ELIE ES ELE OE FO Pea 80, 484, 0CO 
Air Proving Ground Command.-_-__.......------.-------- 7, 966, 009 
Air Training Command. - <2.5 2 2. sc. 6. 22c.--..-5-e 40, 944, 500 
a SII. Si ail Gaetan as achbeuhcewcéone 2, 936, 000 
A ESOS BB, RIES Si acai hiregh ays Aen ree 5, 695, 500 
PIGRUIRTURER UUNUNIORE, oo, on ec casendenecuecaplosecos’ 520, 000 
Military Air Transport Service_.............--...-..---. 19, 446, 000 
Research and Development Command_-_-_.......-.-----. 73, 123, 500 
Rt Lr CO a icist 5 nib huth evened Baie moe ngs 224, 453, 000 
Pee Oe ACUMEN, 5.4 coca cicwcandudcontandounacee 55, 308, 500 
SONU COIN ir i LE SS al calm edleenndewan 387, 000 
Aircraft control and warning system-..-.--..------.------ 1090, 382, 009 

WOR eee eee Sh ea SL oe as _ 709, 480, 4 008 

Outside continental United States (contained in sec. 301): 

CTIA care DON ee Sanur ates 28, 829, 000 
Caribbean Air ¢ SEER IR NACE AT REN SONOS RET OES 163, 000 
Wer Teeny Air POtOOs 2 4, ow neh Le soba kee 42, 017, 000 
Military Air Transport Service. i. «. 22.2 ...4.-.0---25.55 19, 847, 0CO 
Reoreneaet Arr Commie 6s coe oe cud 23, 601, 000 
Semereebenais FADO A Seine |G ok i a Fa bt Be 2, 149, 000 
United States Air Forces in Europe_....._.-...-...-.-... 234, 996, 600 
Ares, control navigational aids... ..- 5 enn cnconcencscncee 526, 000 
Special facilities _____ Sie ar very amp ee Sa eg pA Be NA 293, 000 
Aircraft control and warning sy ‘stem EAD OERE, ONES) pe ae Pees 98, 552, 000 

_ Tots ul. a eS eS Oey ee: eee ee, See LC eee ee 459, 973, 000 


LE A ere eae 5, 000. 000 





Gress tetas 5 diseases 1, 165, 453, 000 


Summaries of the character and extent of the Air Force program and 
the functional responsibility of eacu of the major commands follow: 


Air Defense Command 


The mission of this command is to provide for the air defense of the 
United States. This program provides facilities at 33 locations of 
the Air Defense Goniisatd 3 in the amount of $97,834,000. 

The program provides additional operating facilities at existing 
fighter bases, initiates construction on 2 new bases (Buckingham 
Weapons Center, Florida and greater Milwaukee area, Wisconsin) 
and provides a second increment of construction at the 6 new fighter 
interceptor bases initially authorized last year. 

Also included in this program is $100,382,000 for the expansion of 
facilities for the continental aircraft control and warning system. 


Air Materiel Command 


The mission of this command is to (1) provide adequate and efficient 
systems of procurement, production, maintenance, and supply for the 
United States Air Force; (2) provide general overall logistical support 
for all activities and agencies of the United States Air Force and 
(3) train specialized units for the accomplishment of specified logistics 
functions in overseas areas and theaters; and (4) train individuals 
requiring a long training lead time to fill requirements of air-depot-type 
units scheduled for activation and to fill replacement requirements. 
This program amounts to $80,484,000 and provides facilities at 14 
locations. ‘Two of these locations are in support of a classified project. 
Approximately half of this program is for airfield pavements, the 
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major portion of which provides capacity for receiving jet-type 
aircraft for maintenance in the depot complex. 


Air Proving Ground Command 


The mission of this command is to perform operational suitability 
testing of aircraft, pilotless aircraft, navigational aids, components 
and material; develop techniques and procedures in the use and oper- 
ation of aircraft, pilotless aircraft, armament and components appli- 
cable to Air Force purposes. This program aounts to $7,966,000 for 
Air Proving Ground Command and provides facilities at one location. 
Air Training Command 

The mission of this command is to provide flying training leading 
to an aeronatutical rating; air crew training; technical training lead- 
ing to an Air Force speciality; basic military training, mobile train- 
ing, and such other training as may be directed by the Chief of Staff, 
USAF. This program amounts to $40,944,500 and provides facilities 
at 29 locations. The major portion of this program replaces World 
War II dormitories and dining halls and constructs additional family 
housing. 

Air University 

The mission of this command is to prepare officers for command of 
large Air Force units, wings, groups, and squadrons, and for staff 
duties appropriate to those command positions and to provide educa- 
tion to meet the scientific requirements of the Air Force. This pro- 
gram totals $2,936,000 for the Air University and provides principally 
dormitories and messing facilities for airmen. 


Continental Air Command 


The mission of this command is to discharge within the continental 
United States the field responsibilities of the Chief cf Staff, USAF, 
with respect to: 

The Reserve Forces for the Department of the Air Force that are 
assigned to Continental Air Command, including supervision and 
inspection of the Air National Guard of the United States. 

Administration and training of engineer aviation units assigned to 
Continental Air Command. 

Domestic emergencies. 

Miscellaneous administrative functions. 

In the event of war or other emergency, mobilize the units and/or 
individuals of the Air Force Reserve that are assigned to the Conti- 
nental Air Command. 

Discharge within the continental United States such other responsi- 
bilities as the Chief of Staff, USAF, may direct. 

The program amounts to $5,695,500 for Continental Air Command 
and provides facilities at five regular Air Foree bases, consisting prin- 
cipally of pavements, operational facilities, and recreational facilities. 
Headquarters Command 

The mission of this command is to provide housekeeping and sup- 
port of all Air Force personnel in the Washington area. Specifically: 
Provide administrative and logistic support for Headquarters squad- 
ron, USAF, and for those Air Force units stationed within the Wash- 
ington area whose inherent organizational structure dces not permit 
ree? support. This program contains $520,000 for recreational 
facilities. 
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Military Air Transport Service 

The mission of this command is to provide airlift required in support 
of approved joint war plans; scheduled airlift for the Department of 
Defense within the continental United States; between the continental 
United States and overseas areas and between and within overseas 
areas, as directed by higher authority; worldwide air transport, air 
weather, airways and air communications, and air rescue service sys- 
tems; flight service within the Zone of Interior and as further directed; 
organizations and training of Air Resupply and Communications 
Service and all elements thereof; supervision and control, and mainte- 
nance of primary facilities required for performing its assigned mission; 
theater jurisdiction in overseas areas where MATS units are stationed 
but which are outside the jurisdiction of any theater commander. 
This program totals $19,446,000 for the Military Air Transport Service 
and provides facilities at six locations. 
Air Research and Development Command 

The mission of this command is to attain and maintain qualitative 
superiority of materiel and to conduct or supervise scientific and tech- 
nical studies required for the accomplishment of the Air Force missions. 
To seek new basic knowledge from which improved aeronautical equip- 
ment, matericl, weapons, and techniques can be developed. 'To 
undertake the development and recommend the adoption of appro- 
priate new and improved devices and systems for the conduct and 
support of air warfare, including aircraft, missiles. weapons, tech- 
niques, and procedures applicable to Air Force purposes. This pro- 
gram amounts to $73,123,500 and provides facilities at nine locations 
for continuing the development of nuclear-powered aircraft and inter- 
continental ballistic missiles. 
Strategic Air Command 

The mission of this command is to organize, train, equip, administer, 
and prepare a force capable of conducting strategic air operations in 
accordance with directives and policies issued by Headquarters United 
States Air Force. This program totals $224 ,453,000 for Strategic Air 
Command and provides facilities at 37 locations. Almost one-third of 
the Strategic Air Command program is for airfield pavements to pro- 
vide capability for operation of the B-52 bombers and safe sustained 
operation of the B-47 medium bombers of the Strategic Aur Command 
striking forces. 
Tactical Air Command 


The mission of this command is to provide for Air Force cooperation 
with land, naval, and/or amphibious forces and operational training of 
Air Force units therefor. This program amounts to $55,308,500 for 
Tactical Air Command and provides facilities at 17 locations, the 
majority of which is for airfield pavements and family housing. 
Alaskan Air Command 

The mission of this command is to organize and conduct the air 
defense of Alaska and provide early warning to the United States and 
Canada. Support the Strategic Air Command, Military Air Transport 
Service, COMALSEAFRON, and the United States Army. Support 
the northwest route to the Orient. This program totals $28,829,000 
for Alaska Air Command and provides facilities at six locations. 
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Caribbean Air Command 


The mission of this command is for the defense of the Panama Canal 
Zone, Latin American and foreign mission schools, air weather, air 
communications, air rescue, and theater jurisdiction of the Caribbean 
area. This program provides communication facilities amounting to 
$163,000. 


Far East Air Force 


The mission of this command is to conduct tactical operations, the 
air defense of Japan, Ryukyus, Mariannas, and the United States 
installations in the Philippines; to conduct troop carrier, airborne, 
air-transportation operations, and medium-bomber operations in the 
Far East; to provide logistic support to FEAF forces. The program 
for FEAF provides facilities at 11 bases, amounting to $42,017,000. 
Military Air Transport Service 

The mission of this command is to provide aircraft required in sup- 
port of approved joint war plans, scheduled airlift for the Department 
of Defense between the continental United States and overseas areas; 
between and within overseas areas, as directed by higher authority; 
worldwide air transport; air weather; airways and air communications, 
and air rescue service systems organization and training of Air 
Resupply and Communications Service and all elements thereof, 
supervision, control, and maintenance of primary facilities required 
for performing its assigned mission; theater jurisdiction in overseas 
area, where MATS units are stationed but which are outside the juris- 
diction of any theater commander. $19,847,000 is the total fiscal 
year 1956 program for this command. 


Northeast Air Command 


The mission of this command is to provide airbase facilities and 
support to units of Strategic Air Command; support of the Danish 
and Canadian Governments and their command in accordance with 
established policies and agreements; Air Defense coverage of North- 
east Air Command and the Northwest approaches to the United States, 
air resupply of isolated United States-Canada and United States- 
Danish weather and communications outposts. The total program 
for NEAC amounts to $23,601,000. 


Strategic Air Command 


The mission of this command is to organize, train, equip, administer, 
and prepare a force capable of conducting strategic air operations in 
accordance with directives and policics issued by Headquarters, 
United States Air Force. This program provides for facilities at one 
location, totaling $2,149,000. 

United States Air Forces in Europe 

The mission of this command is to support the Supreme Allied Com- 
mander, Europe; support the United States Commander in Chief, 
Europe, and the other component commanders under USCINCEUR 
in their assigned missions. To fulfill responsibilities assigned the 
Joint Chiefs of Staff in areas not included in either the NATO or the 
USCINCEUR’s area of responsibility. To support commanders 
operating directly under the Joint Chiefs of Staff. To participate in 

e preparation of joint United States plans. To support the United 
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States policy within the scope of this command’s responsibility, new 
authorization amounting to $234,996,000 is required. 
The Air Force program by major category of projects is as follows: 
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The committee has thoroughly reviewed the Air Force program, 
and has made a number of minor adjustments with respect to some 
of the line items presented. The major change accomplished by the 
committee consisted of deleting the request for various facilities at 
Portland International Airport, Portland, Oreg. In denying the Air 
Force request for these facilities, the committee took into considera- 
tion the inability of the Air Force, the Civil Aeronautic Authority, 
and local interests to arrive at a mutually satisfactory agreement for 
the use of the airport. The committee advised representatives of 
the Air Force that further delay in providing this operational facility 
is not in the best interest of national defense; therefore, the possibility 
of locating this activity at another site should be investigated and a 
report of the results made to the committee at the next session. 


FORMULATION OF THE PROGRAM 


There are set out above what the committee considers all of the basic 
facts and figures of the Army, Navy, and Air Force construction pro- 
grams for fiscal year 1956. Bare ststistics, however, tell only what 
the program is. For the kind of understanding which the committee 
feels it is obligated to convey to the Huose, it is necessary also to 
know the how and why. 

Every construction program presented to the Congress by the De- 
partment of Defense is, in the first instance, based on requirements. 
There are differences of opinion as to what the requirements are and 
it is these differences of opinion and approach that make the program 
when presented to the Congress the combined thinking of the best 
military and civilian minds within the Department of Defense. The 
first step in the formulation of a military construction program is to 
obtain from the field offices of the military departments the needs of 
the individual military establishments within the geographical or 
other jurisdiction of each of the field offices. These requests are con- 
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sidered, in most instances, by the next echelon, or echelons, of field 
offices prior to their submission to the Department concerned. 

- ‘The next step is consideration within the Department itself. Here 
again the program goes through several processes of review, until final 
approval cf the Secretary of the Military Department. Each of the 
Secretaries then submits his recommendations to the Assistant Secre- 
tary of Defense (Properties and Installations), a position now held by 
Mr. Franklin G. Floete. Mr. Floete’s office is a relatively small one, 
but staffed with experts in military construction and in fields allied to 
it. Here, with a singleness of purpose that has been most encourag- 
ing to the committee, all of the programs are reviewed, coordinated, 
and assembled into a single program reflecting the overall construc- 
tion needs of all of the military departments. 

As originally received in the Office of the Assistant Secretary of 
Defense (Properties and Installations), the service requests for this 
year’s construction program contained in excess of 10,500 line items, 
As indicated above, these requests had been previously screened by 
appropriate divisions of the military departments. As a result of this 
detailed review, many items were eliminated or reduced in scope or 
cost. The original total dollars request was in excess of $2.8 billion. 
The sum recommended in the present bill, exclusive of family housing 
is slightly less than $2 billion. 

The value of any construction program is in direct ratio to the 
amount of planning, thought, and review that is put into it. These 
factors, in turn, are dependent for their worth upon the individuals 
with the responsibility for formulating the program. The committee 
is convinced that there has been a great improvement over the past 
few years in all of these aspects of the formulation of the military 
construction programs. The Department of Defense and its military 
departments have, in the opinion of the committee, engendered a 
confidence in this respect that is now deserved. 

Witnesses from the Office of the Secretary of Defense, and from each 
of the military departments were questioned most closely with respect 
to the foregoing matters, and the committee received an assurance 
which by the end of the hearings it accepted completely that every 
item in the bill as presented had received the closest scrutiny and 
consideration during every step toward its final submission to the 
Congress. 

SUMMARY 


The biil is divided into six titles. The money amounts authorized 
for titles I through V are as follows: 


IGE ARENT Sanne vb acliddons dbUsabnuculedsas thn dhdebe $551, 105, 000 
Title I] (Navy) 596, 140, 900 
Title III (Air Force) 1, 165, 453, 000 
Title IV (Chairman, Joint Chiefs of Staff) 300, 000 
Title V (Central Intelligence Agency) 56, 000, 000 





$2, 368, 998, 900 


Title VI contains all of the general provisions in the bill and relates 
to the previous five titles in one way or another. 
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NEW INSTALLATIONS 


The establishment of new installations or the insertion of new types 
of items in a military construction bill have a particular pertinence in 
that they show the growth of a a or a cl.ange in emphasis. 

The new installations for each of the military departments are set 
out below: 

Army: West coast Ammunition Terminal, California 
Navy: 

Naval Auxiliary Air Station, Port Isabel, Tex. 

Naval Auxiliary Air Station, New iberia, La. 

Naval Air Facility (John H. Towers Field) Annapolis Area, Maryland 
Air Foree: 

Buckingham Weapons Center, Fort Myers, Fla. (ADC) 

Greater Milwaukee area, Wisconsin (ADC) 


ITEMS ADDED BY COMMITTEE 


The Department of Defense submitted a well-rounded program and 
one directed to its concept of the needs of the military departments. 
The committee, during its consideration of the bill, felt the need for 
the addition of certaim items not contained in the program. It, 
therefore, took upon itself to insert certain additional projects. They 
are as follows: 

Title I (Army): Camp Jackson, S. C.: Hospital, $8 million. 
Title II (Navy): 
Naval Air Facility, Annapolis area, Maryland, $16,900,000. 
Naval Academy, Annapolis, Md: Addition to Bancroft Hall, $7,500,000; 
and fill to provide land area $3,785,000 

The committee also added a new title IV which will authorize the 
construction or rehabilitation of five units of housing, a communica- 
tion facility, and other related items for the Chairman, Joint Chiefs 
of Staff, and certain commissioned officers and enlisted personnel 
attached to his staff. At the present time, each of the Chiefs of 
Staff is provided with quarters appropriate to his rank, position, and 
duties. The Chairman of the Joint Chiefs of Staff has never been so 
accommodated. The committee felt that such quarters should be 
provided, and by unanimous vote inserted in the bill appropriate 
authority. 

OTHER CHANGES IN BILL AS PRESENTED 


During the consideration of the bill there were, of course, many 
other additions and deletions which would be too numerous to be 
included in this report. Suffice it to say that there were in the order 
of 125 amendments to the original bill. Some of them were recom- 
mended by the departments, while others were expressions of the 
committee’s belief. The bill as originally presented totaled $2,354,- 
352,300. The bill as reported out of committee totals $2,368,998 ,900. 
This represents an increase of $14,646,600. In the process, the com- 
mittee eliminated items in the amount of $33,368,000, and added 
items in the amount of $48,014,600. 


SPECIAL DELIBERATIONS 


As is true in any program of the magnitude of that contained in 
H. R. 6829, there are items which are in one way or another contro- 
versial. This bill was no exception. The committee appropriately 
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gave these items the special consideration which is inherent in our 
democratic process. For example, military forces of the United States 
now occupy some 40,000 acres in Okinawa. ‘This land was originally 
occupied by conquest. In addition, it now requires 12,000 acres more 
for a new activity on the island. The occupancy of this land and its 
effect on the indigenous population has a history which began in 1945. 
Obviously, the removal of much of this presently occupied 40,000 acres 
from the economy of Okinawa, which is principally agricultural, had a 
seriously adverse effect. Permission was requested and granted that 
Mr. Shuhei Higa, Chief Executive of the Government of the Ryukyu 
Islands, accompanied by other governmental officials, appear before 
the committee and make a presentation of their views in connection 
with the land occupancy and acquisition. Mr. Higa, and all of those 
accompanying him, were afforded full opportunity to present oral 
testimony to the committee, and, although the committee did not 
take action in accordance with the representations of the Okinawans, 
neither did it give the Army (as agent of the United States Government 
for all agencies) the authority that it desired. A subcommittee of the 
Armed Services Committee will make an on-site investigation and 
inspection of this matter this fall. 

Another item of a generally similar nature involved the acquisition 
of over 10,000 acres within the Wichita Mountains Wildlife Refuge in 
Oklahoma. ‘This land, the Army contended, was urgently required for 
the expansion of Fort Sill, the Army artillery center and school. 
Again, the committee granted local people, both for and against the 
acquisition, the opportunity to appear. In this instance the acquisi- 
tion was finally approved. 

A third matter, also involving the acquisition of land, arose in con- 
nection with the establishment of a new naval jet training base in 
New Iberia, La. Local people opposing this, and others favoring the 
establishment of the base in this location, were heard by the committee. 
After extended testimony by all concerned, including representatives 
of the Navy Site Selection Board, itself, the committee permitted this 
authorization to remain in the bill. 

The Navy’s proposal for the acquisition of a large additional area 
of land at Port Chicago, Calif., was brought to the attention of the 
committee by the Representative from that area. It was obvious that 
the acquisition of the land would have a serious effect on the small 
towns within or contiguous to the land to be acquired. Here the 
committee, after taking testimony, reviewing maps, and considering 
the defense requirements involved, struck this land acquisition item 
from the bill and will give further study to it through a subcommittee 
during the coming recess. 

Lastly, considerable doubt had arisen in the minds of the members of 
the Maryland delegation as to the wisdom of the proposed move of the 
headquarters of the Air Research and Development Command from 
Baltimore to Wright-Patterson Air Force Base, Dayton, Ohio. On 
the other hand, representatives of the Ohio delegation considered it 
wise move. Both sides were heard, as was the Commanding General 
of Air Research and Development Command. After due deliberation 
of the testimony, the committee decided that the move proposed by 
the Department of the Air Force was clearly in the best interests of the 
Government, and that authorization remains in the bill. 

The foregoing illustrations seem to the committee to be a whole- 
some sign that the voice of the people is heard in the committee halls 








our 
ites 
ally 
ore 
| its 
45. 
ores 
id a 
hat 
kyu 
fore 
Lion 
Lose 
oral 
not 
Ans, 
lent 
the 
and 


tion 
6 in 
| for 
ool. 

the 
lisi- 


-on- 
e in 

the 
tee. 
ives 


this 


area 

the 
that 
mall 

the 
ring 
tem 
ittee 


rs of 
f the 
rom 

On 

ita 
eral 
ition 
1 by 
f the 


10le- 
halls 





CONSTRUCTION FOR MILITARY DEPARTMENTS AND CIA 17 


of Congress. It was not necessary to be a Member of Congress or & 
high ranking officer in order to be afforded an opportunity to appear 
and give testimony. It is entirely possible that some of the witnesses 
whom the committee heard were making their first visit to Washington. 
It can be said for the military departments concerned in each instance 
that they cooperated fully and indicated at no time any objection to 
the hearing of all sides of the question by the committee. 


CENTRAL INTELLIGENCE AGENCY 


While the Central Intelligence Agency is not a part of the Depart- 
ment of Defense, the military authorization bill was used this year as 
an appropriate vehicle for obtaining authority to construct a head- 
quarters for it. Testimony was taken in closed session from the 
Director of Central Intelligence Agency, Hon. Allen W. Dulles, and 
his assistants. This testimony revealed that the situation in which 
that agency finds itself, being distributed as it is today in 34 different 


buildings, makes the need for a single integrated facility obvious. 


FIFTH ARMY HEADQUARTERS 


Fifth Army Headquarters is now located in Chicago, Ill. The 
belief has been expressed by some interested Members of Congress 
that this headquarters would be more appropriately located at the 
existing, but unused, Army facility at Fort Des Moines, lowa. Sec- 
retary Stevens was queried concerning his views in this respect, and, 
while indicating that the location of the headquarters in the Chicago 
area was proper, assured the committee that he would make a prompt 
report of the situation and furnish advice as to his conclusions in 
this respect in the near future. 


MILITARY FAMILY HOUSING 


This bill contains a proposed authorization for the construction 
of 17,000 family housing units. It represents a continuation of a 
program initiated last year which the committee hopes will result 
within the next 4 or 5 years in providing proper family accommoda- 
tions for all of those members of our Armed Forces who by law are 
eligible for such housing. There is no doubt that one of the most 
serious problems confronting our Armed Forces is the lack of family 
housing. There is a total gross requirement worldwide for 727,000 
units of military family housing. This total is based on using the 
1956 projected military personnel strength of almost 2,900,000 and 
applying to it the percentages of married men as developed from 
service experience. 

Using this same basis, the requirement within the continental 
United States is 538,000 units. To meet this requirement, the 
military departments have available to them the following units: 





Permanent public quatteteesosei si cisc ck sc asecacdcadsacdbuaseescsce 32, 600 
NN a aliaid a Lasik dels biilclsndencsuedipedcuwcnncsesccbood 17, 000 
WeONIOIIENN SU aU iia Clas esns db dadild eeiiedaiss Gs lLinapuais 78, 800 
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From the resulting deficit of 398,000 must be deducted the number 
of available privately owned dwellings estimated to be 218,000 units. 
Therefore the net deficit in the continental United States is 180,000 
units, broken down into 53,000 for the Army, 37,000 for the Navy, 
and 90,000 for the Air Force, 

In addition to the continental United States deficit of 180,000, 
there is a similar deficit of 11,000 in the Territories and possessions and 
56,000 in foreign countries. The total deficit, worldwide, is therefore 
247,000 units. 

In the forezoing calculations do not include approximately 79,000 
Government-owned units of temporary construction. These were 
originally designed for emergency wartime use and are inadequate in 
many respects, including quality and size. They should be replaced 
with permanent structures as part of the long-range program. These 
79,000 units include 54,500 in the United States, 6,500 in Territories 
and possessions, and 18,000 in foreign countries. 

In recent years the requirement has been augmented by the rapid 
increase in the size of our Armed Forces and the increase in marriage 
rates. Furthermore, adequate provision has not been made for re- 
placement of deteriorated houses of wartime construction. The 
result is that the military personnel who are paid a monetary quarters 
allowance are forced to compete for housing in a highly competitive 
and inflationary civilian housing market. Much of such available 
housing has been inferior and high rental rates have been prevalent. 

This does not mean that the Government has been unmindful of 
its obligation to meet this humane requirement. It has encouraged 
and assisted the civilian economy in providing housing through such 
statutory devices as the Wherry Act and other laws administered by 
the Federal agencies. These programs have been of substantial help 
in alleviating the shortage but they have fallen far short of meeting 
the total needs. 

The family housing situation has grown so acute that it is imperative 
that a comprehensive program be inaugurated at this time. Such a 
program is needed not only as a significant morale factor, but also to 
end the costly practice of maintaining converted barracks and other 
temporary structures that have long since passed their period of useful 
economic life, It is also needed to lessen the drain upon the Treasury 
through the continued payment of quarters allowances to personnel 
who cannot be supplied with public quarters. During the past 3 
fiscal years the amounts of quarters allowances paid in millions of 
dollars are as follows: 





1952 1953 | 1954 








Army biicddochbnccddestsebusben Bi cial aH 456. 3 524.1 506. 8 
er and Marine Corps... 345.4 383.9 393. 3 
Air Force ost wt 414.5 | 394. 1 





1, 322.5 1, 204. 2 





The real question at this time is not whether the Federal Govern- 
ment should provide a comprehensive program for military family 
housing, but rather what is the best method of putting such a program 
into effect. The Department of Defense has considered various 
methods, including deferred payment through annual appropriations, 
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lease-purchase contracts, working capital funds utilizing unexpended 
balances of — appropriations, creation of a military housing cor- 
poration with authority to issue bonds, and direct appropriations. 
The simplest method, and the cheapest one in the long run, involves 
the providing of public quarters through the traditional use of funds 
directly appropriated for that purpose. That method avoids the 
costly payment of quarters allowances and is therefore self-liquidating 
within a reasonably short period of time. It also provides greater 
control over the assignment of housing to meet operational require- 
ments. The 83d Congress recognized this method in Public Law 
765, which provided a start toward the solution of this housing 
problem. 

The committee strongly recommends the continuation of that 
method and accordingly is requesting authorization in this bill for 
$254,983 300, distributed as follows: 





Total (including overseas) 














Units | Cost Average 
REUEGS RE aa baie <b3 Sh doh atne bbb ihedéndnhbadbbercteena 5,765 | $84,055,000 | $14, 580 
A RAPIER, BAI Ta Gala nda hares 3,088 | 56, 185, 300 18, 195 
BEF FR cts cnet wesw dinceniinest asbantcnsscavkivesebs 8,118 | 110, 426, 000 | 13, 603 
Rene Rape Ai NE 2A EE 16,971 | 250, 666, 300 | 14, 770 
AIRES TINE bo hie 6 Sickie han nh iia eeeeantanes j 3,119 | 4, 317, 000 | 1, 384 


WGN WOUNE A, esd clinads dldngmdasindd ck cne nk daeedbdilGecdded bebuibbkededicten 254, 983, 300 | 
! 





The total of 16,971 units of new construction includes 13,736 within 
the Zone of Interior at an average cost of $13,480 each, including 
utilities and site preparation and 3,235 units at overseas locations at 
an average cost per unit of $20,245 which represents an overseas 
factor of 1.5. 

The committee believes that this method of appropriated fund 
housing should be followed in succeeding years under an orderly plan 
to provide approximately 135,000 units at the rate of about 27,000 
per year. 

It is the intention of the military departments to request appro- 
priation of $365 million this year. This:sum includes the amount of 
the authorization requested herein and $110,016,700 of the $115 
million unfunded under Public Law 765, 83d Congress. This appro- 
priation will provide a total of 29,224 housing units consisting of 
24,839 new units, 1,266 trailers, and the rehabilitation of 3,119 existing 
units. 

SECTION 609—-WHERRY HOUSING PROJECTS 


Section 609 of the bill would authorize the Secretaries of the Military 
Departments, upon application by the mortgagor, to accept on behalf 
of the Government the mortgagor’s title to, or lease interest in, Wherry 
housing projects at those installations where housing units are to be 
constructed under the authority of H. R. 6829. This provision in 
the bill has been the subject of some concern to Wherry housing 
sponsors throughou: the country. 

Some of this concern arises, the committee thinks, from a belief 
that it applies to all Wherry housing projects, and not only to those 
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at which housing is authorized by this bill: Another part of the 
concern arises from a belief that this places an authority in the military 
departments which may prove disadvantageous to Wherry housing 
project owners. 

To the committee, this concern is unfounded. In the first instance, 
a Wherry housing project cannot be acquired by a Military Depart- 
ment unless the owner thereof wishes the Military Department to 
acquire it. It is entirely voluntary on the part of the project owner. 
It is safe to assume that if the project is a good business proposition, 
insofar as the owner is concerned, he will continue to operate it and 
will have no desire to have it acquired by a Milit Department. 
On the other hand, if the project is unprofitable, or if the owner for 
some other reason wishes to rid himself of the responsibilities attendant 
upon ownership, then this section provides him with a reasonable 
means of transferring the project to a Military Department. 

Project owners have indicated in their correspondence to the com- 
mittee, and to its individual members, that they felt that the military 
departments would be so anxious to acquire Wherry housing projects 
that there would be a tendency to be uncooperative with the project 
owners with the end result that the vacancy factor might become so 
large as to make it an unprofitable business venture, and thereby, in a 
sense, force the project owners to ask that it be acquired by the military 
departments. 

While there may be individual instances where a military com- 
mander might wish to acquire a Wherry housing project, it is the view 
of the committee that, on the whole, the intent and purpose of the 
Department will be to continue these projects in operation by the 
owners in exactly the same way that obtains today. 

Briefly stated then, the acquisition of a project by a military depart- 
ment must be at the request of the project owner and, second, the 
committee has no reason to believe that there is any purpose on the 
part of a military department to engage in any activity which would 
force an owner to ask a military department to acquire his holdings. 

Representations have been made to the committee also that the 
direct construction of housing under this bill would adversely affect 
existing Wherry housing projects. There is set out below, a table on 
which housing statistics are given with respect to every installation in 
the bill at which there is a Wherry housing project, and at which 
housing would be built under H. R. 6829. It will be noted that the 
last column headed “Unsatisfied deficit” indicates quite clearly that 
there could be no effect on Wherry housing projects at these installa- 
tions. It will be noted also that in arriving at the unsatisfied deficit, 
every possible asset, whether Government-owned, Wherry, or privately 
owned, has been taken into consideration and given due weight: 
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Analysis of family housing requirements at installations with existing Wherry projects 














Family E c 
Name and location of | housing | Existing | Existing) Com. | nee | H.R, | Unsatis 
y fied 
installation a Wherry ment | support deficit 6829 
ARMY 
Aberdeen Proving Ground, Md. 1, 442 796 73 200 373 36 337 
Wert Bee, VEo 5 65t-d.6555550552- 1, 207 300 8 493 496 150 346 
Dugway Proving Ground, 

St Redhat nres 495 400 30 0 65 16 49 
Fort Belvoir, Va..-............ 1, 814 450 608 350 406 114 292 
Fort Devens, Mass_.......-.... 2, 182 202 lll 594 1, 275 400 875 
|, 2. i 2, 841 800 35 985 1, 021 400 621 
Fort Knox, Ky---.... 3, 815 1, 700 422 600 1,093 360 
Fort Benning, Ga. s 6, 627 1, 000 935 1, 232 3, 460 150 3, 310 
Fort Bragg, N. C.- 8, 074 2, 000 243 2, 500 3,331 490 2, S41 
Fort Campbell, Ky-..-- 8, 476 1, 200 336 3, 390 3, 550 401 8, 149 
Fort McClellan, 140 49 400 375 150 
Fort Hood, ‘Tex...............- 7, 367 568 | 1,372] 2,963] 2,464 400 2, 
Fort Riley, Kans.............-- 2, 932 400 298 1, 543 691 200 491 
Fort Sheridan, I!..-----.------ 414 100 121 40 153 100 53 
Sandia Base, N. Mex....--..-- 1, 428 300 $22 300 506 90 416 

NAVY 

NAAS, Whiting Field, Fia..... 699 96 158 155 290 24 286 
NTC, Great Lakes, [l]_....-..-- 3, 323 1,000 110 1, 744 288 1, 456 

Twentynine Palms, MCTC, 
Pi ociachensrheicbaaninntin 931 493 0 148 290 2 238 

AIR FORCE 

McGuire AFB, N. J....-..----- 2, 238 200 10 895 1, 133 270 863 
Mountain Home AFB, Idaho... 1, 192 500 124 55 513 150 363 
Shaw AFB, 8. O...........-... 1, 979 500 152 487 840 300 540 
METI «ood Ganeireennsbnicn: 60, 530 13, 145 5, 517 17, 799 24, 069 4,491 19, 578 


























en lt rnga housing requirements are estimated by use of marriage factors determined by the 
military services. 

Housing now in existence and assured for future availability is used to reduce requirements to a current 
net deficit. Such housing includes Wherry completed and under construction; existing permanent Gov- 
ernment quarters and rental housing plus quarters authorized by Public Law 765, 83d Cong.; and adequate 
private rental housing within 15 miles or 30 minutes of the station as based on actual field reports except 
when additional support is credited by Department of Defense as a precaution to avoid over-programing. 

Housing requested in the fiscal year 1956 public works bill is then subtracted from the current net deficit 
to indicate the requirements which will be unsatisfied if the current request is authorized. 


LAND ACQUISITION 


The development of new and more powerful weapons, and the 
development of jet aircraft has made some military installations 
partially obsolete for the purposes which they must serve. For 
these, and other similar reasons, additional land is required at a 
number of the existing installations, and land also, of course, will be 
required for the new ones. It is only after the closest scrutiny that 
the committee approved authorizations for any additional land 
acquisition. It might be said also, that it is only with reluctance 
that the committee recommends these acquisitions to the House—a 
reluctance, however, that is tempered by the realization that the land 
is actually required and that our defense would seriously suffer were 
its approval withheld. 

Title VI of Public Law 155, 82d Congress, provides the committee 
with an additional opportunity to consider a land proposal by the 
military departments and, without clearance with the committee and 
the Senate Armed Services Committee, the authority granted in a 
public-works law cannot be exercised where the acquisition involves 
an expenditure in excess of $25,000, or otherwise falls within the 
provisions of title VI. 
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In this bill, land acquisition authority would be provided the 
military departments to the extent set out in the following table: 
Army 

United States: 55,814 acres at a cost of $7,773,000. 
oo (Okinawa): 52,088 acres at a cost of $30,500,000 (including resettle- 
ment). 

Navy 

United States: 54,909 acres (fee) and 138,000 acres (easement), at a cost of 
$33,444,000. The acreage and the money include many items such as relocation 
of utilities, removal of structures, removal of timber, and cost of timber in connec- 
tion with the flight-clearance program. These miscellaneous items represent 
approximately $8,300,000 of the total cost. 

Air Force 


United States: 16,890 acres (fee) and 23,000 acres (easement), at a cost of 
$9,900,000. In addition to the foregoing fee and easement acquisitions, mineral 
rights will be acquired at some 72,000 acres at an estimated cost of $332,000, 
Also mineral rights will be extinguished in some 234 million acres in Alaska at 
what is roughly estimated to be a cost of $50,000, 


SECTION 610 (RESCISSIONS) 


In substance this section will repeal, as of July 1, 1956, all authoriza- 
tions for military public works, and all authorizations for appropria- 
tions thereof that are contained in acts approved prior to October 1, 
1951, and not superseded or otherwise modified by a later authorization. 

It is expected that this will result in the repeal of construction au- 
thorizations in an amount approximately $1,300 million for all three 
military departments. There are set out in the hearings on H. R. 
6829 the specific installations affected by these rescissions which can 
now be identified. 

EFFECT OF LAW 


The committee wishes to emphasize that it considers a military 
construction authorization law to be comparable in virtually every 
respect to other laws passed by Congress. More specifically, the 
committee feels that construction items recommended by the Depart- 
ment, reported by the committee to the House, approved by the 
Congress and appearing in an act signed by the President are manda- 
tory and not merely permissive. 

o the extent that funds have been appropriated against such items, 
they must be built unless there is such a change in circumstances in 
the particular instance as to make it a wasteful or otherwise improper 
action. 

FISCAL DATA 


Enactment into law of this proposed legislation will involve the 
expenditure of $2,368,998,900 of Federal funds. 


DEPARTMENTAL DATA 


. H. R. 6829 is part of tho legislative pro of the Department of 
Defenso for tho 84th Congress, as is evidenced by the letter dated 
April 20, 1955, from Mr. Richard A..Buddeke, Director, Legislative 
Programs, Department of Defense, which is set out below and made 
a part of this report. 
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Orrice OF THE AssISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PuBLic AFFAIRS, 
Washington, D. C., April 20, 1955. 
Hon. Sam RayspurRNn 
Speaker of the House of Representatives. 

Dear Mr. Speaker: There is forwarded herewith a draft of proposed legislation 
to authorize certain construction at military, naval and Air Force installations, 
and for other purposes. 

This proposed legislation is a part of the Departr-ent of Defense legislative 
program for 1955, and the Bureau of the Budget advises that this legislation is in 
accord with the program of the President. The Department of Defense recom- 
mends that it be enacted by the Congress, 


PURPOSE OF THE LEGISLATION 


The proposed legislation would authorize the construction of additional military 
publie works that are urgently needed by the military departments at this time 
and the construction of a headquarters installation for the Central Intelligence 
Agency. Appropriations for construction will be requested at a future date. 

Included in this proposal is authorization totaling $254,983,300 for the con- 
struction of approximately 17,000 units of family housing that are urgently 
needed for our military personnel and their dependents. This proposal also re- 
quests an additional $75 million for family housing to be acquired through the 
surplus agricultural commodities program. The housing units covered by this 
proposal, together with the housing authorized by Public Law 765, 83d Congress, 
constitute the initial stage of what is intended to be a long-range housing program 
which should be a major factor in raising the morale of our military personnel. 
Moreover, the cost of providing such family housing will be more than offset in the 
future by savings in appropriations for quarters allowanccs. 

This proposal would also repeal the authorizations for all military public works, 
with certain exceptions, that are contained in laws enacted prior to October 1, 1951. 
Such a repeal would eliminate those projects which are no longer deemed to be of 
sufficient importance to be ste wea! the military construction program and 
place that program on a more current basis. It will be a significant step in the 
development of a realistic military construction program and enable the Depart- 
ment of Defense to clarify its presentations of that program to the Congress. 
A report to the Congress pursuant to section 408 (b) of Public Law 564, 81st 
Congress, as to those construction projects which have been authorized by the 
Congress but which have not been financed is being submitted separateiy. 


COST AND BUDGET DATA 


The total cost of the construction, exclusive of the construction of family 
housing totaling $75 million through the surplus agricultural commodities pro- 
gram, that is to be authorized by this proposal is $2,354,352,300. Of that amount 
$543,365,000 is for the Department of the Army, $581,197,300 is for the Depart- 
ment of the Navy, $1,173,790,000 is for the Department of the Air Force, and 
$56 million is for the Central Intelligence Agency. Increases in estimates for 
construction work previously authorized will call for additional appropriations 
totaling $91,051,000, including $75 million for family housing to be acquired 
through the surplus agricultural commodities program. 

Sincerely yours, 
Ricuarp A, BuppEKE, 
Director, Legislative Programs. 


WiSRARIES 
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Summary of Military Public Works bill, fiscal year 1956 


CONTINENTAL UNITED STATES 
$16, 453, 000 


Army: 
Fort McClellan (housing, $1,999,000) 2, 611, 000 
Camp Rucker 2, 070, 000 
2, 865, 000 
Navy: Naval Auxiliary Air Station, Barin Field 151, 000 
Air Force: 
Brookley AFB, Mobile 4, 170, 000 
Craig AFB, Selma 1, 650, 000 
Gunter AFB, Montgomery 275, 000 
Maxwell AFB, Montgomery 2, 661, 000 


17, 869, 000 


Army: 
Fort Huachuea (housing, $3,320,000) 4, 648, 000 
Yuma Test Station (housing) 709, 000 
Air Force: 
Davis-Monthan AFB, Tucson 7, 803, 000 
TAIKG APT. PROGR ooo. ees oe Bs ogee 
Williams AFB, Chandier 
Yuma County Airport, Yuma 


Army: Pine Bluff Arsenal (including Midwest Chemical 
Depot) 
Navy: Naval Ammunition Depot, Shumaker 
Air Force: 
Blytheville AFB, Blytheville 
Little Rock AFB, Little Rock (housing, $1,350,000) 5, 317, 000 


120, 316, 600 


y: 
West Coast Ammunition Terminal, San Francisco Bay... 12, 860, 000 
Oakland Army Base 1, 923, 000 
I OE OIG eS oe es 1, 878, 000 
Two Rock Ranch Station (housing, $803,000) 1, 298, 000 
Sacramento Signal Depot (housing, $158,000) 715, 000 
Sierra Ordnance Depot 1, 075, 000 
Sharpe General Depot (housing, 337, 000 
Fort Ord 1, 407, 000 
144, 000 
United States Disciplinary Barracks. ..............-... 184, 000 


y: 
Naval Air Station, Alameda 3, 729, 000 
Marine Corps Supply Center, Barstow 501, 000 
Naval Auxiliary Air Station, Brown Field (housing) 214, 600 
Naval Hospital, Corona (housing) 256, 800 
Naval Amphibious Base, Coronado 
Naval Auxiliary Air Station, El Centro 
Marine Corps Air Station, El Toro 
Naval Ammunition Depot, Fallbrook 
Naval Ordnance Test Station, Inyokern 
Naval Shipyard, Mare Island, Vallejo 
Naval Air Station, Miramar 
Naval Air Station, Moffett Field 2, 581, 000 
Marine Corps Auxiliary Air Station, Mojave (housing, 

$2,177,400) 2, 305, 400 
Naval Postgraduate School, Monterey 119, 000 
Naval Supply Center, Oakland 62, 000 
Marire Corps Base, Camp Pendleton 648, 000 
Naval Air Missile Test Center, Point Mugu............ ‘i 926, 000 
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Summary of Military Public Works bill, fiscal year 1956—Continued 


CONTINENTAL UNITED STATES—continued 


California—Continued 




















Navy—Continued 
Naval Magazine, Port Chicago_.__..._____________.__. $241, 000 
Naval Construction Battalion Center, Port Hueneme... _1, 225, 000 
Fleet Sonar School, San Diego._..._.......-.-- 2. ee 2, 753, 000 
Naval Air Station, San Diego__....___...----22 lll 2, 748, 000 
Naval Electronics Laboratory, San Diego_..........-- 143, 000 
Naval Repair Facility, San Diego__._.._.....--.______. 629, 000 
Naval Shipyard, San Francisco..............-...-.-.-. 4, 369, 000 
BOI TR, SORT ee mea 57, 000 
Naval Station, Treasure Island___.._.......-...-----.. 3, 147, 000 
Marine Corps Recruit Depot, San Diego__..-...._____. 120, 000 
Marine Corps Training Center, Twentynine Palms (hous- 
SN a a ae Ms ee aye he sae BS PIE ys kG 47, 300 
Naval Ammunition and Net Depot, Seal Beach.._.____- 1, 029, 000 
Naval Ordnance Test Station, Inyokern__.-........-__. 2, 615, 000 
Air Force: 
Beale AFB, Marysville (housing, $1,525,000)_........... 2, 125, 500 
COMB AT is. Te CWON Ce oe Ee ebes 4, 453, 000 
MAWOEUN BP, BROING ewe e wl cesaakudcdGaddeadu 12, 429, 000 
ee uC Sere Oe ee oamaneanmamue 1, 598, 000 
FAMNIOn APE. GME MOO Ss occ ccccccacecccacccccuce 1, 501, 000 
On Paar ne ee Se oouean 3, 741, 000 
eee Fe te, COT ONOO so ok an cccbcmccaweae 1, 516, 000 
McClellan AFB, Sacramento_................-.22- 2... 9, 522, 000 
Norton AFB, San Bernardino_.............---...---.. 3, 205, 000 
Osan Ar ts) WRONG = ooo ccd ceccdtdccinudandaadediend 2, 445, 000 
TIAVIS BED; POMNONOs ccccccccdcsccsac cde kis 2, 125, 000 
cic cree arn hate sae n eek aoe ewek eset thbabetiead s8h 13, 128, 000 
Army: 
Py RS 9 ee ee en ee a 7, 487, 000 
Puedio Ordnance Depots = 2sicessccche cle RA ee 1, 843, 000 
mocky Mountain Arsenal. oop cecccne bee eden dewet's 773, 000 
Air Force: 
RAWET Ae We” DOOCR = == 32s oc os eee ORL he 1, 217, 000 
Ent AFB, Colorado Springs (housing, $1,350,000)... ..-- 1, 808, 000 
eS 20 Fs he eee ea ethintieamsuckocuce 23, 196, 600 
Navy: 
Naval Submarine Base, New London__..........------ 755, 000 
Naval Underwater Sound Laboratory, New London 
AIR asia ae a es mia eiermmnneelndenes 66, 600 
Air Force: Hartford Research Facility..............-.----- 22, 375, 000 
ci em oS ee ey ageuGult Jeeelaekt wus 7, 577, WOO 
Air Force: 
Dover AFB, Dover (housing, $4,752,000)___.........--- 7, 073, 000 
New Castle County Municipal Airport, Wilmington____-- 504, 000 
FOI a os a re ae en Ee Par delawolada 63, 119, 100 
Navy: 
Naval Air Station, Cecil Field__..............----.-.-- 7, 400, 000 
Whitehouse Field, Duval County__.....--...--.------- 1, 087, 000 
Naval Station, Green Cove Springs............--.----- 72, 000 
Naval Air Station, Jacksonville. _.................-.-.- 2, 224, 000 
Naval Fuel Depot, Jacksonville (housing)_...........--- 15, 200 
Naval Air Station, Key West.....-.......... 0.252... 211, 000 
FUVes SROUINCRS, SOGMBON YEO... oon ccccocccasccecescece 46, 000 
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Summary of Military Public Works bill, fiscal year 1956—Continued 
CONTINENTAL UNITED STATES—continued 


Florida—Continued 
Navy—Continued 

Marine Corps Air Station, Miami $1, 223, 000 

Naval Auxiliary Landing Field, Mayport (housing, 
$74,000) 812, 000 
Naval Mine Countermeasures Station, Panarma City 3, 379, 000 
Naval Air Station, Pensacola 3, 453, 000 
Naval Auxiliary Air Station, Sanford (housing) 188, 900 
Naval Auxiliary Air Field, Whiting Field (housing) 385, 000 

Air Force: 

Buckingham Weapons Center, Fort Myers (housing, 
$1,350,000) 11, 577, 000 
Carabelle Test Site, Carabelle 1, 000 
Eglin Air Force Base, Valparaiso 7, 966, 000 
Homestead AFB, Homestead (housing, $1,134,000) 4, 428, 000 
Ses APR, TOMO cls on omadute toctenendetetre 5, 251, 000 
Palm Beach AFB, Palm Beach 818, 000 
Patrick AFB, Cocoa 7, 600, 000 
Pinecastle AFB, Orlando 4, 118, 000 
Tyndall AFB, Panama City 478, 000 
36, 861, 000 


Camp Stewart 

Fort Benning (housing, $1,979,000) 10, 392, 000 

Camp Gordon 261, 000 

Atlanta General Depot 84, 000 
Navy: 

Marine Corps Supply Center, Albany 3, 157, 000 

Naval Ordnance Plant, Macon 3, 800, 000 

Naval Air Station, Glynco 1, 886, 000 
Air Force: 

Dobbins AFB, Marietta 758, 000 

Hunter AFB, Savannah 4, 115, 000 

Moody AFB, Valdosta (housing, 4, 322, 000 

Robins AFB, Macon 3, 375, 000 

Turner AFB, Albany 3, 744, 000 


~~ 5, 961, 000 


Air Foree: Mountain Home AFB, Mountain Home (housing, 
$2,025,000) 5, 961, 000 


Illinois 14, 120, 800 


Savanna Ordnance Depot 342, 000 

Decatur Signal Depot 303, 000 

Granite City Engineer Depot (housing) 1, 822, 000 

Rock Toland Arpenel a iiik Go ii5 ds cn sivanciinwnmetin dbGietinne 347, 000 

Fort Sheridan (housing) 1, 268, 000 
Navy: 

Naval Hospitel, Great Lakes. oo. ..<-cncanncnccaccns 750, 000 

Naval Training Center, Great Lakes...........-...---. 8, 038, 800 
Air Force: 

Chanute AFB, Rantoul 3, 000 

Scott AFB, Belleville 1, 247, 000 


559, 000 
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Summary of Military Public Works bill, fiscal year 1956—Continued 


CONTINENTAL UNITED STATES—continued 


ins caahisttndhbisaddacnsuncsccsessakCiasasalabonanasnee $343, 000 


oe 
‘ort Leavenworth mine ok ooo ete ct died 
Fort Riley (housing, $2,649,000) ...........-...--.- 2. 
Navy: Naval Air Station, Hutchinson 
Air Force: 
Worbed Ais: Tepe ces sans ses ss bcc coke 
McConnell AFB, Wichita_.....--------.---..-------- 


Smoky Hill AFB, Salina (housing, $3,442,500) 


eee 


Kentucky 


y: 
Fort Knox (housing, $4,837,000) 
Blue Grass Ordnance Depot----...............-------. 
Lexington Signal Depot (housing, $169,000) 
Fort Campbell (housing, $5,427,000) 

Navy: Naval Grdsanta Plant, Louisville 

Air Force: Campbell AFB, Hopkinsville 


I ESF NO A ce OP VRE ES Fs SCO EN 
Army: New Orleans Army Base_...............------..--. 
py 4 Naval Auxiliary Air Station, southern Louisiana 
Air Force: 
Alexandria AFB, Alexandria 
ee ee 
Lake Charles AFB, Lake Charles 


eee eee 


Navy: Naval Air Station, Brunswick 
Air Force: 
ra a a ee ec aicalaaniain 
RT TAS ae” SII ads ciaisw a kann eidlir ning ymin cid Sele 
Presque Isle AFB, Presque Isle (housing, $1,350,000) ___. 
Searsport AF Tank Farm, Searsport 


SS ieee eaci de widdaconssteseeewwnsesuewenwnsecese 
Army: 
Fort George G. Meade 


See 
eee eee 
ee eee eee ee 
ee eee 


Camp Detrick 
Navy: 

Naval Air Test Center, Patuxent River_................ 
Naval Photographie Interpretation Center, Suitland 
David Taylor Model Basin, Carderock 
Naval Research Laboratory, Chesapeake Bay Annex, 

peer OA | ss 5 esi a sani adicaeccecicucecencce 
National Naval Medical Center, Bethesda 
Naval Powder Factory, Indian Head 
Naval Academy, Annapolis 
Naval Siete, AMMA pORis keen csc bisi eecscscccccce 
Naval Powder Factory, Indian Head 


eee ee meee ne 


ee ee 


eee eee ew ee mem eee mee em eee 


Naval Ordnance Laboratory, White Oak 
Naval Air Facility, Annapolis area 
Air Force: Andrews AFB, Camp Springs.............------ 


343, 000 


————- 


30, 983, 500 


104, 000 


~ 8, 773, 500 


8, 999, 000 
509, 000 
538, 000 

12, 377, 000 
927, 009 
1, 975, 000 


36, 937, 000 
117, 900 
24, 361) COO 





2, 684, 000 
7’ 379, 000 
2’ 396. 090 
19, 953, 000 


3, 200, 000 











11, 155, 000 
2, 93), COO 
2, 056, 000 

133, v00 


64, 394, 000 


923, 000 

1, 736, 000 
1, 248, 000 
62, 000 
612, 000 
452, 000 


8, 677, 000 
2, 345, 000 


TES 


> 
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Summary of Military Public Works bill, fiscal year 1956—Continued 


CONTINENTAL UNITED STATES—Ccontinued 
See ne OAR: SSSR RENE TERE DUES ERS ST EE SORE LORENA A ERC $33, 675, 800 


a Fort Devens (housing, $5,381,000) 7, 275, 000 
avy: 
Naval Air Station, South Weymouth 270, 000 
Naval Shipyard, Boston 8, 441, 000 
Naval Hospital, Chelsea (housing) 192, 800 
Air Force: 
Laurence G. Hanscom Field, Bedford (housing, $810,000)... 3, 705, 000 
Otis AFB, Falmouth (housing, $4,050,000) 6, 076, 000 
Westover AFB, Chicopee Falls................-....... 7, 716, 000 


Michigan ~ 16, 035, 000 


Army: Camp Lucas 145, 000 
Air Force: 
Kinross AFB, Sault Sainte Marie (housing, $1,350,000)_.. 2, 029, 000 
iia Fe Sawyer Municipal Airport, Marquette (housing, 
$2,700,000) 3, 943, 000 
Selfridge AFB, Mount Clemens 5, 526, 000 
Traverse City’ rs eae iy 1, 881, 000 
Wurtsmith AFB, Oscoda (housing, $675, 000)... 2 511, 000 


Minnesota 2, 623, 000 


Air Force: 
Duluth Municipal Airport, Duluth 1, 200, 000 
Minneapolis-St. Paul International Airport 1, 423, 000 


Mississippi 
Air Force: 
Columbus AFB, Columbus (housing, $1,350,000) 


ATOR LIN koe CON ENN ce cones 
Has Technical Training Air Force, Gulfport 


Grandview AFB, Kansas City (housing, $1,350,000) 3, 402, 000 
Sedalia AFB, Knobnoster (housing, $5,400,000) 9, 646, 000 
ms Louis Aeronautical Chart Information Center, St. 

RAB RL NB aieig FOBT eB AAR CAN Se RIE Se NE 


Montana 10, 141, 000 


Giasgow Site (housing, $1,350,000) 4, 706, 000 
Great Falls AFB, Great Falls 5, 435, 000 


Nebraska 6, 723, 000 


Lincoln AFB, Lincoln 6, 595, 000 
Offutt AFB, Omaha 128, 000 


New Hampshire 


Navy: 
Naval Retraining Command, Portsmouth 
Naval Shipyard, Portsmouth 
Air Force: 
Mount Washington Climatic Projects Laboratory, Mount 
Washington 588, 000 
Portsmouth AFB, Portsmouth (housing, $13,500,000).... 24, 850, 000 
————— 








S 
S 
o 


| 


3) 33 


33 | 


| 
| 
li 


}, 000 


| 


», 000 
}, 000 


3, 000 
), 000 


—————= 





CONSTRUCTION FOR MILITARY DEPARTMENTS AND CIA 29: 


Summary of Military Public Works bill, fiscal year 1956—Continued 
CONTINENTAL UNITED STATES—Ccontinued 

















He i ns co esas ce acl tens eckeeeehossas nue best.sew cus $31, 684, 080 
Army: 
Fort Dix (housing, $5,495,000) _.....-.-.-.--------- 2. 6, 698, 000 
Belle Meade General Depot eRe fe ata Sey eek eed eae 174, 000 
ST nN cise adh andes nicsthisisenmenataeueibinaehhademeeaes 615, 000 
Navy: 
Navy Air Station, Atlantic City.............--......-. 233, 000 
Naval Ammunition Depot, Earle..........-.-.----. -. 59, 000 
Naval Air Station, Lakehurst --...:...........-----.-- 16, 311, 000 
Air Force: McGuire AFB, Wrightstown (housing, $3,645,000). 5, 564, 000 
Oe PE hiininsdadidsddean, sebtdoswasducaadutakddudsaca 16, 809, 500 
aaay: 
ingate Ordnance Depot_.............<.......--...-. 632, 000 
White Sands Proving Ground. --...................... 1, 247, 000 
Air Force: 
Clovis AFB, Clovis (housing, $2,524,500)_..-...-....--. 2, 570, 500 
Holloman AFB, Alamogordo_-_--...........-.-.---.---- 4, 965, 000 
Martiand AFB; Albuquerque. <.<.<..00<0..-ccnencnnnse 905, 000 
Walker AFB, Roswell._......-------------.---------- 5, 259, 000 
ree NR CRONE i nn re a enncicaepeeeme ei 1, 231, 000 
Pte ta tiinicceticce- eoiaiibnnubaid aakndeeradeiceamniiawenataatpeendie ip onde hin bear: 8, 492, 200 
Navy: 
Naval Auxiliary Air Station, Fallon (housing, $131,700)_. 1, 172, 700 
Naval Ammunition Depot, Hawthorne......--...--.__- 1, 424, 000 
Air Force: 
Indian Springs AFB (Kirtland Auxiliary No. 1), Clark 
CN ST ns vec eee oe haeead eines 555, 500 
Wells AVE, Uae Vem. 1, 153, 000 
Stead AFB, Reno (housing, $2,700,000) ....-..........--- 4, 187, 000 
ii a a a a 46, 799, 000 
y: 
1: Si eI OR ee aewaiae 756, 000 
RE on nt ceweaseueunand 170, 000 
BES: DEN c. Cal cGandnakneakacwanenedenaaceasnceu 209, 000 
Ta ia a ia eae ib A dart tiie tnd ieee eiaiinie 731, 000 
(RS eS oe Ee 1, 055, 000 
eNseR CINCO DOU. 6 aig oc eece cc dwnccccdcesue 129, 000 
Air Force: 
Griffiss AFB, Rome (housing, $2,403,000) __............- 15, 803, 000 
I eat ROUEN on dtr ae aneanndacead 1, 891, 000 
Niagara Falls Municipal Airport__..........-.----.-... 1, 748, 000 
Plattsburg AFB, Plattsburg (housing, $12,825,000) _..... 21, 988, 000 
Stewart AFB, Newburgh__.....--: o Hot ett Sa er eee 112, 000 
Suffolk County AFB, Westhampton (housing, $675,000)_. 2, 207, 000 
RR ee eg iain ewumeadacdaus 33, 097, 500 
eee Fort Bragg (housing, $6,531,000) -.....-.-.-...-...- 15, 659, 000 
avy: 
Marine Corps Air Station, Cherry Point.........-...... 1, 762, 000 
Marine Corps Air Facility, New River.........--.----. 2, 762, 000 
Naval Air Facility, Weeksville.._..................... 342, 000 
Marine Corps Base, Camp Lejeune_-_..-....--.-------. 1, 059, 000 


Marine Corps Auxiliary Landing Field, Edenton (housing). _1, 421, 500 
Air Force: 


en Se L cabnanwoiacemene 2, 548, 000 
Seymour Johnson AFB, Goldsboro..------------------- 7, 429, 000 
aS 


LISGRARIES 
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Summary of Mititary Public Works bill, fiscal year 1956—Continued 


CONTINENTAL UNITED sSTATES—continued 
North Dakota 





Air Force: 
Grand Forks Site (housing, $1,350,000) 
Minot Site 


Army: 
Marion Engineer Depot 
Rossford Ordnance Depot 
Erie Ordnance Depot 
Lordstown Ordnance Depot 
Air Force: 
Lockbourne AFB, Columbus 
Wilkins AFB, Station, Shelby 
Wright-Patterson AFB, Dayton 
Youngstown Municipal Airport, Youngstown 


Oklahoma 
Army: Fort Sill 3, 053, 000 
Air Force: 

Altus AFB, Altus (housing, $2,025,000) ____........- 2, 920, 000 
Ardmore AFB, Ardmore (housing, $5,400,000) 6, 800, 000 
Clinton-Sherman AFB, Clinton (housing, $2,632,500)__.. 10, 208, 500 
Tinker AFB, Oklahoma City 205, 000 
Vance AFB, Enid 871, 000 
2, 134, 000 
Navy: Naval Station, Tongue Point, Astoria__............-- 92, 000 

Air Force: Klamath Falls Municipal Airport, Klamath Falls 
(housing, $999,000) 2, 042, 000 


Pennsylvania 25, 622, 000 


Army: 
Frankford Arsenal 855, 000 
Tobyhanna Signal: Denot oi. oe ks eee 649, 000 
me New Cumberland General Depot (housing) 568, 000 
Navy: 
Marine Corps Clothing Depot, Annex No. 3, Philadelphia_ 30, 000 
Naval Hospital, PHUSHeIDHIA. ... ..-. ape ncdsmnecanmmte 60, 000 
Naval Receiving Station, Philadelphia 1, 428, 000 
Air Force: 
Greater Pittsburgh Airport, Coraopolis 404, 000 
Olmstead AFB, Middletown 21, 264, 000 


Rhode Island ~~ 9, 937, 000 


Navy: 
Naval Construction Battalion Center, Davisville 
Naval Station, Newport 
Naval Supply Depot, Newport 
Naval Underwater Ordnance Station, Newport 
Naval Air Station, Quonset Point 














|Sses Sess isiss is 
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Summary of Military Public Works bill, fiscal year 1956—Continued 


CONTINENTAL UNITED sTATES—continued 








PROUD bbs Gukidadsnssnecdetnbucawbabkeodadetd ede sadéiea $41, 682, 000 
Army: 
Charleston Transportation Depot._...............----- 329, 000 
Camp Jmekeotts sais os bleeds sakes le beck dues 8, 000, 000 
Navy: 
Marine Corps Auxiliary Air Station, Beaufort........__- 4, 649, 000 
Naval Ammunition Depot, Charleston__..........._-.- 193, 000 
Naval Minecraft- Base, Charleston___...........-....- - 5, 800, 060 
Naval Industrial Reserve Shipyard, Charleston____..__-- 427, 000 
Naval Receiving Station, Charleston_._____.......---.- 553, 000 
Marine Corps Reeruit Depot, Parris Island. ........._-- 1, 654, 000 
Air Force: 
Chariesten- AFB, Charleston... csweww woes nu ww nwu nee oe 4, 032, 000 
Bee har as, ONE ocd eiecdvsccduuccddccsae 2, 403, 000 
Myrtle Beach Municipal Airport, Myrtle Beach__.__.-~- 6, 303, 000 
Shaw AFB, Sumter (housing, $4,050,000)__........._--- 7, 035, 000 
BG SPRMOUR Soho rrd nr nneninireswumdinide cis bclitis 11, 246, 000 
Army: Black Hills Ordnance Depot (housing)..........._.- 78, 000 
Air Force: Elisworth AFB, Rapid City_.............------- 11, 168, 000 
SI) OS edsads Dosa sae aSLaneekeces we enbeseeckseéndeoenad 5, 029, 000 
Army: Memphis General Depot (housing).............----- 99, 000 
Navy: Naval Air Station, Memphis. .__..............----. 759, 000 
Air Force: 
McGhee-Tyson Airport, Knoxville................--.-- 582, 000 
Beware ATS Bmyrnas oo: a Sos seized 3, 589, 000 
FON oe wtleriweceewse wees SUD eee si sik 72, 888, 100 
Army: 
Fort Hood (housing, $5,381,000)__............-....-- - 12, 922, 090 
Port Bas Brounen ee ee eee saueldde dX 805, 000 
OG PMNs B54 2 cA asta weunnee dae uta elUeleee kd 4, 645, 000 
Brooke Army Medical Center. .............-..-.--.... 549, 000 
William Beaumont Army Hospital_...............--.-- 586, 000 
UN TRGGT ION ike ccc cccimadeeoduedudesn GdUZuLIS. 140, 000 
Navy: 
Naval Auxiliary Landing Field, Alice-Orange Grove, area_ 1, 487, 000 
Naval Auxiliary Air Station, Chase Field (housing, 
BOSD GOO can cece sed cute seg ata ctivewsisw 1, 953, 500 
Naval Air Station, Corpus Christi_...........-....---- 664, 000 
Naval Ordnance Aerophysics Laboratory, Daingerfield_.. _1, 111, 000 
Naval Auxiliary Air Station, Kingsville............----- 3, 686, 000 
Peete Ue, COPOIIND © oe ees che cesccaussecce 399, 000 
Naval. Auxiliary Air Station, Port Isabel_............--- 5, 544, 000 
Naval Hospital, Corpus Christi_................-...... 162, 100 
Air Force: 
PDMS Ee iy AONOk doc cécckadtccucbdclediwtecds cs 4, 214, 000 
AvsarGio- AFB, -AMOMNOds cdvcsecccecccdescucstltacinls 98, 000 
permswom-Ars, Aasting o..560 dence itescdiccsewe 1, 770, 000 
Ur TN IN a ie tains ies ca 2, 427, 000 
Bregns- Awe. mam Amn os. ee cies bewe sv cccsecuece 590, 000 
PVG Oe iy NEN cos cee nsncdeetiuecuusdo ales ls 914, 000 
Carswell- AFB, Porth Worth. .........ccsesbu. eceecce 2, 322, 000 
Paneten Ale, moustens..6soc) PAU cudse si acd. 2, 816, 000 
Foster AFB, Victoria (housing, $4,050,000) _......-.---- 4, 624, 000 
Goodfellow AFB, San Angelo. ........--.-------------- 4, 081, 000 
NA A io on, aminin cen tdlibinnitini Uatims widen 482, 000 
Hariingsn- APB, Havlingens. ou. 2062 ee 446, 000 


James Connally AFB, Waco..........--.------------- 883, 000 


LIBRARIES 
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Summary of Military Public Works bill, fiscal year 1956—Continued 
CONTINENTAL UNITED STATES—continued 


Texas—Continued 
Air Force—Continued 
Kelly AFB, San Antonio 
Laredo AFB, Laredo (housing, $1,147,500) 
Laughlin AFB, Del Rio (housing, $2,700,000) 
Perrin AFB, Sherman 
Randolph AFB, San Antonio 
Reese AFB, Lubbock 
Sheppard AFB, Wichita Falls 
Webb AFB, Big Spring (housing, $2,295,000) 
Wolters AFB, Mineral Wells 


Army: 
Dugway Proving Ground (housing, $232,000) 
Deseret Chemical Depot 
Air Force: Hill AFB, Ogden 
Vermont 
Air Force: Ethan Allen AFB, Winooski 
Virginia 


Arm 


y: 

POPC HOME. coin 6 Raia a ak ek ewe umeb ae anue aman 6, 597, 000 
Vint Hill Farms Station 

Fort Lee (housing, $2,056,000) 

Fort Story 41, 000 
Fort Belvoir (housing, $1,445,000) 4, 608, 000 


Navy: 

‘Naval Aviation Ordnance Test Station, Chincoteague-_--- 644, 000 

Naval Auxiliary Air Station, Chincoteague 

Fleet Air Defense Training Center, Dam Neck 

Naval Air Station, Norfolk 

Naval Air Station, Oceana 

Naval Base, Norfolk 

Naval Shipyard, Norfolk 

Naval Supply Center, Norfolk 

Public Works Center, Norfolk 

Naval Radio Station, Northwest. _..........--..-.-.-- 

Naval Ammunition Depot, St. Juliens Creek 

Marine Corps Schools, Quantico 

Naval Mine Depot, Yorktown 113, 000 
Air Force: Langley AFB, Hampton 3, 384, 000 


33, 459, 000 


Army: 
Madigan Army Hospital 333, 000 
Camp Hanford 167, 000 
re Fort Lewis (housing, $5,381,000) 15, 275, 000 
avy: 
Naval Shipyard, Puget Sound, Bremerton 200, 000 
Navai Torpedo Station, Keyport 376, 000 
Naval Station, Tacoma 3, 024, 000 
Naval Air Station, Whidbey Island 1, 958, 000 
Air Force: 
Fairchild AFB, Spokane 1, 707, 000 
Larson AFB, Moses Lake 3, 574, 000 
McChord AFB, Tacoma (housing, $2,025,000) 2, 959, 000 
Paine, AFB, Everett 1, 039, 000 
Geiger Field, Spokane (housing, $270,000) 1, 716, 000 


SaaS 








00 
00 
00 
00 
00 
00 
00 
00 
00 
100 
100 
100 
100 
00 
100 
100 
100 
100 
100 
100 
00 
00 
)00 
00 
00 
00 
00 
00 
00 
00 
00 
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D00 
D00 
000 
000 
000 
000 
000 
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Summary of Military Public Works bill, fiscal year 1956—Continued 
CONTINENTAL UNITED STATES—continued 





Nn reece on anes maa ddanucnueat $17, 871, 000 
Air Force: 

Greater Milwaukee Area (housing, $1,620,000) _......... 16, 608, 000 

"TYGGS Tae, MANO nS ee ae ee 1, 263, 000 

Mikttanatnedeunrentnaminedenscccndcleedsbiddaoweecke 1, 403, 000 

Air Force: Francis E. Warren AFB, Cheyenne_._.........-- 1, 403, 000 

SURE aT cap rey te So si Celt 2 yd eee 8, 696, 000 

Sony: Walter Reed Army Medical Center_..........--..-- 7, 632, 000 

avy: 

Naval Research Laboratory...............-.-.-.---.-. 163, 000 

Navy Department (housing).......................... 81, 000 

Al Pues: De Bee ee ety Beet eet 520, 000 


Office of the Secretary of Defense: Joint Chiefs of Staff housing- 300, 000 








Various locations (Zone of Interior)...............--.---..---.- 157, 749, 000 
ary (noose, $10,796,000) = 23 oe eee os Se Se SSei sce 13, 810, 000 
1” eae Res, BR eat sti aerate ee San ee ee 38, 149, 000 
PE OS Be nr a rig sa ees 8 ey Bd Se ares 120, 939, 000 

OUTSIDE CONTINENTAL UNITED STATES 

(ANGERS Tae ke PEER ea) SORA en cle $C on ow RS ee ee ae $58, 695, 100 

Army: 
Big Delta (housing, $2,368,000) .................-.-__ 3, 638 000 
Tg aR SER eile hearer ae A ae ean mS 1, 047, 000 
POEe SOOO iS eteccceSeecccésscdodsdsddsénade 9, 079, 000 
pO Ef REG RS RS manne ec toners fete Ae ment ate me eR ee 266, 000 
WW NOUN sons pete rn i a eg i oo nn ee mie es 1, 183, 000 
Wildwood Station (Renal) -<< cc: 526205 eS ew 469, 000 
- Various locations (rehabilitation of family housing)... .- 1, 656, 000 
avy: 
Naval Communication Station, Adak (housing, 
Se RT oe ee ES | My 3 Pe iis 2, 924, 000 
Naval Communication Station, Kodiak (housing, 
PA GLO OOO i kori ck acc eo ceseeesckiswécecccecs 9, 604, 100 
Air Force: 
pp > URES Peau es GSTS oe SOG Le ears Oe eee ee ee 1, 307, 000 
Pamentot ANS oo oc cccsctcce se 2d Pee ee Sa 23, 275, 000 
E'S ER EN EEE OF ie IR Seen viernes 518, 000 
Tees BIN eas os waste ewe bdcsa ae cuswaabad 356, 000 
ee ar OI a a oe 1, 510, 000 
eT SRR te a 1, 863, 000 
eee Were ORR 3 on aa a an arn SN GR bi ile i a 91, 090 














Navy: Naval Station, Bermuda.......................-... 91, 000 

a eo te 5, 582, 000 

poe: wore Gravion. ©).0. (he@aing) ooo cece cue 2, 350, 000 

Navy: Fifteenth Naval District (housing, $540,000)_.....__- 3, 069, 000 

Air Force: Aibrook Air Force Base... ...............<...-- 163, 000 

© a cates APRS Fold: SPR ® Aas 5 Ran mates 4, 351, 300 
Navy: 

Naval Air Station, Guantanamo Bay (housing, $492,300). 2, 977, 300 

Naval Base, Guantanamo Bay...._...........--..--.- 56, 000 

Naval Supply Depot, Guantanamo Bay...............- 1, 318, 000 

—$$$————————— 
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Summary of Military Public Works bill, fiscal year 1956—Continued 
OUTSIDE CONTINENTAL UNITED sTATES—continued 
ON SEEGER DONE LE LADEN OER RAE BS gE po nap $4, 807, 100 


Navy: 
Naval Air Facility, Port Lyautey (housing, $1,891,500).. 1, 958, 500 
Naval Communication Facility, Port Lyautey (housing, 

Pk TE ciddih ninad ts cdimowracdihbimmdecusininanmatent 2, 848, 600 


Bind anvecemiiapincn hikcinemelciereunn Cw dnesukine ening arimipin® 13, 890, 600 




























rmy: 
OMONE DENIM 5 iidwoanc cys samuueh cc scemecntenne 3, 162, 000 










Waiawa (Waipo) Radio Licainisatses Station (housing, 
SONI a 5s hice indhieiaigsnie Giek Rien whic eoeiigib aad od aaedaiemaneesiak 363, 000 
TAGNCIIN, CII oe cn Case ka A kn ee laos 714, 000 
Navy: 
Fleet Training Center, Pearl Harbor..............-.... 44, 000 
Marine Corps Air Station, Kaneohe Bay (housing, 
Oe ING, 505 ccna aes ote ardeteeh titres ern tiniai a tis teleww awa cart 3, 227, 600 
Naval Ammunition Depot, Oahu__..........--.-.-.--. 1, 132, 000 
Naval Supply Center, Pearl Harbor_.................-. 270, 000 
Air Force: Hickam AFB, Honolulu. ................-.----- 






ee RR RRR HR RH RE EERE RE RE RE REE eee 
ee ee ew ee wee 


eee EEE EEE EE RRR OREO 


as a at 155, 000 
AR EPR BRERA ROD o isterlaneak Ney ener aA nie NT 1S 12, 182, 300 








# Fleet ROOD, Bin sncinkaniciaunid sanianendaeewe 57, 000 
7p Naval Air Facility, pT RE ORE et DRS p A Neen) ae 975, 000 









Naval Air Station, Atsugi (housing, $1,514,800)_........ 1, 978, 800 
Naval Ordnance Facility, PS or nb Cdk awe wis 66, 000 
Naval Radio Facility, Kami-Seya (housing, $2, 439 700)... 2, 564, 700 
Fleet Activities, Yokosuka On ih Bes ERR abe ah, Se 6, 540, 800 






BEL SRR RRR REISE AYR SP AI iar CRE Aeterna 182, 000 
Ais Foren: Jonneston 1fend AVE. oc nccccn coc skdeckcuen 182, 000 


EE Ss en i omeg La Bae Fe Peel 14, 996, 000 





























Navy: 








RN oon a ea ane ee i ee Se a ae 940, 000 
Naval Air Station, Agana, Guam_....-.......-.....-.. 6, 525, 000 
Naval Base, Guam et eee eee Cen ue eee inkts oie 1, 835, 000 
Naval Hospital, 2 RENAE ES SO AERO: REN Re ee 269, 000 
Naval Supply Depot, RRA sa tooo ce NOR hea San aon 5, 427, 000 
PEPNEI EE. Os i ccncinadcdccancboobebacbacncunec names 4, 411, 000 






Navy: Naval Station, Kwajalein. ..............--......-.. 4, 411, 000 







SR y nuitc aio xiciotasinnuddieaecadbianapuniaacndda skin 


pea ios Babs nk sce gg as tess no em ba nano ase 0a erate ke at 1, 518, 000 
PT Raicbtg acne ntah enn bdcanceneaabdeat ene oes 303, 000 


— 











ISIS (Sisisissss S$ Ss 5 Isle Ss Ie 


, 000 
, 000 
, 000 
, 000 
”, 000 


~~ -— ] 


|, 000 


1, 000 
|, 000 


3, 000 
3, 000 


—_ 
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Summary of Military Public Works bill, fiscal year 1956—Continued 


OUTSIDE CONTINENTAL UNITED STATES—continued 








RIN iii to eininnith siietdiaiereinniaabig ld se See wes $8, 589, 800 

Navy: Naval Station, Argentia (housing, $7,515,800) ......_- 8, 589, 800 

ES SIREGTRRRE ISD Bete Bla ir CPE Pe, oh ele 43, 983, 000 

Army: Okinawa (housing, $2,300,000)...............-......- 43, 983, 0600 

PN a cian cen ts ciinininihminnnintapuebbendstivneeutitbies 32, 930, 100 

SE CIEE BIO bo ek bled ccincncckscciccncseutece 832, 000 
Navy: 

Naval Air Facility, Cubi Point........................ 8, 260, 000 

i INE: TUIOE BNO Ss o oo biac eg bk owns wn comencintein 7, 739, 000 

Naval Communication Facility (housing, $5,852,500)__._. 8, (61, 500 

Naval Station, army ond Point Chousing) .. ...2.......... 2, 900 

Naval Base, Subic Bay (housing)_............-..-.----- 7, 514, 700 

NN cinch iniccbilaadatctaceaiiens Sik icbuitheslanichaatiobais wistlasdasernliabaidiabaeladh Maes 870, 000 

Navy: Naval Station, Roosevelt Roads_._...........-..-.- 3, 721, 000 

a 5 | AIEEE IRS Lae ae eae Se eee eee 2, 149, 000 

| EEE ERENT OT SPE MRCS ORE oS Oe ee RRS 2, 991, 000 

a ene A AEE, ee ean aE Saat 5D Re RR N totes Go 2, 991, 000 


ee ee ee ee 


ee ee 


411, 378, 000 


411, 378, 000 


21, 000, 000 


a ak lik a ta a a ee ee eieidsiinerccabaaaumn 10, 000, 000 
Ro ok wiicmsnalimiaianien 6, 000, 000 
Pe oy Se eeeg ey eee ee i as 5, 009, 000 


381, 134, 000 


—_—— 


1D SEE Te SE UL eas Fo PNR Ie, ON. Tat CeO aS, PO ONE MERE 229, 792, 000 
TO iia bie ca ech ee eh aaa ee ane dali a hale ino ws 151, 342, 400 
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1st Session No. 866 





PROVIDING FUNDS FOR THE EXPENSES OF THE STUDIES, 
INVESTIGATIONS, AND INQUIRIES AUTHORIZED BY 
HOUSE RESOLUTION 203 





June 20, 1955.—Ordered to be printed 





Mr. Burteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 204] 


The Committee on House Administration, to whom was referred 
House Resolution 204, having considered the same, report favorably 
thereon with an amendment and recommend that the resolution, as 
amended, do pass. 

The amendment is as follows: 

Line 10, strike out “or subcommittee’’, 
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84TH CoNGRESS ! HOUSE OF REPRESENTATIVES { Report 


_ Ist Session No. 868 





AUTHORIZING PERMANENT APPOINTMENTS IN THE 
UNITED STATES NAVY AND IN THE UNITED STATES 
MARINE CORPS 





June 21, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


{To accompany H. R: 2109] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2109) to authorize permanent appointments in the United 
States Navy and in the United States Marine Corps, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 

The amendment is as follows: 

On page 1, lines 6 and 7, strike out the words “in the Regular Navy 
and in the Regular Marine Corps, respectively,’”’ and substitute in 
lieu thereof the words “not above lieutenant in the Regular Navy and 
captain in the Regular Marine Corps,’’. 

he purpose of the proposed legislation is to provide permanent 
authority for the Navy and Marine Corps under which Navy and 
Marine Corps Reserve and temporary officers may be transferred 
into the Regular service. 

Following World War II, the Congress enacted Public Law 347 of 
the 79th Congress, portions of which provided for the authority for 
the transfer of certain officers to the Regular Navy and Marine 
Corps. That portion of Public Law 347, 79th Congress, which 
granted the authority to appoint Reserve and temporary officers in 
the Regular Navy and Marine Corps was to expire 6 months after 
June 30 of the fiscal year following that in which the World War II 
terminated. This expiration date occurred December 31, 1953. Pub- 
lic Law 549, 83d Congress, reenacted and amended those provisions 
of Public Law 347, 79th Congress, so as to extend the appointive 
authority to July 1, 1955, and to limit such appointments to grades 
not above lieutenant in the Regular Navy and captain in the Regular 
Marine Corps, 
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2 PERMANENT APPOINTMENTS IN THE NAVY AND MARINE CORPS 


With the expansion incident to Korea and the prospects of having 
to maintain a Navy and Marine Corps of more than 67,000 com- 
missioned officers for the foreseeable future it became necessary to 
commission and order to active duty additional Reserve officers. In 
addition, for the immediate expansion after the Korean incident, 
many Reserve officers volunteered for active duty and some of these 
remain on active duty. To grant an opportunity for these Reserve 
officers who have served well and who have expressed a desire to 
make the Navy or Marine Corps a career, the Navy Department in 
1952 established a program for the transfer of a few of the outstanding 
Reserve officers to the Regular service. 

For the next several years many young Reserve officers will be 
required on active duty for short periods and the Navy and Marine 
Corps particularly desire to continue to have the authority to select 
outstanding young Reserve officers for a career in the Regular Navy 
or Marine Corps. 

The original law, Public Law 347, 79th Congress, was enacted prior 
to the Officer Personnel Act of 1947. At that time, officers who were 
permanently appointed pursuant to its authority were simultaneously 
appointed temporarily to the grade in which they were serving, under 
the authority of the wartime temporary promotion act. The Officer 
Personnel Act, however, set up a new authority and system for 
temporary appointments. Authority is provided in the proposed 
legislation to assure that officers appointed permanently under the 
proposed legislation receive their appropriate temporary grade. The 
same authority was included in Public Law 549, 83d Congress, which 
extended the augmentation authority until July 1, 1955. 

The Committee on Armed Services urges the enactment of the 
proncees legislation since it will continue a vital means of procuring 

egular officers for both the Navy and Marine Corps. 

Enactment of the proposed legislation would result in no increase 
in the budgetary requirements of the Department of Defense. 

The Department of Defense recommends enactment of the proposed 
legislation and the Bureau of the Budget interposes no objection, as 
indicateb dy the following attached letter. 

DEPARTMENT OF THE Navy, 
Orrick oF THE SECRETARY, 
Washington, January 6, 1955. 
Hon. Sam Rayrsvurn, 
Speaker of the House of Representatives, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Speaker: There is forwarded herewith a draft of legislation, 
to authorize permanent appointments in the United States Navy and in the 
United States Marine Corps. 

This proposal is part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that it has no objection to the 
submission of this proposal for the consideration of the Congress. The Depart- 
ment of the Navy has been designated as the representative of the Department 
of Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to establish permanent authority 
in law under which Naval and Marine Corps Reserve and temporary (Regular) 
officers can be transferred into the Regular components of those services. 

The need for new integration authority arises in connection with present and 
future plans for the increase of officer strength of the Regular Navy through fiscal 
year 1958, and plans to meet the permanently increased officer strength of the 
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Regular Marine Corps. In order to accomplish the planned increases of Regular 
officer strength, it will be necessary to ene: numbers of qualified officers, as 
needed, from some source to augment the number of officers obtained from the 
graduates of the Naval Academy, direct procurement, and officer candidate pro- 

The authority to transfer Reserve and temporary (Regular) officers, after 
selection to the Regular components, provides a highly desirable and convenient 
source of officers to help meet the planned increased strengths. 


LEGISLATIVE REFERENCES 


A similar proposal was submitted to the 83d Congress by the Department of 
the Navy on July 13, 1954, as a part of the Department of Defense legislative 
program for 1954, but was not introduced. 


COST AND BUDGET DATA 


Enactment of this proposal would result in no increase in the budgetary require- 
ments of the Department of Defense. 
Sincerely yours, 


C. 8. THomas. 


O 





: 
% 
_ 


GAN 


UNIVERSITY OF MIC 





1st Session 


84TH CoNGREss HOUSE OF REPRESENTATIVES { Report 


No. 869 





AMENDING THE ACT OF FEBRUARY 21, 1946 (60 STAT. 26), TO 
PERMIT THE RETIREMENT OF TEMPORARY OFFICERS OF THE 
NAVAL SERVICE AFTER COMPLETION OF MORE THAN 20 YEARS 
OF ACTIVE SERVICE 





June 21, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany H. R. 2112} 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2112) to amend the act of February 21, 1946 (60 Stat. 26), to 
permit the retirement of temporary officers of the naval service after 
completion of more than 20 years of active service, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendment is as follows: 

On page 2, after line 7, add a new section as follows: 


Sec. 2. (a) Any person who, on the date of enactment of this Act, is a member 
of the Fleet Reserve or Fleet Marine Corps Reserve and who prior to his transfer 
thereto— 

@) was serving under a temporary appointment in a commissioned grade, 
anc 
(2) had completed more than 20 years of active service in the Navy, 
Marine Corps, Army, Air Force, or Coast Guard, or the Reserve Com- 
ponents thereof, including active duty for training, at least 10 years of which 
was active commissioned service, 
may, in the discretion of the President, be placed on the retired list with the 
highest rank in which he served satisfactorily before his transfer to the Fleet 
Reserve or Fleet Marine Corps Reserve, if application therefor is made within 
90 days after the enactment of this Act. 

(b) Any person transferred to the retired list under subsection (a) is entitled 
to retired pay at the rate of 2% per centum of the active-duty pay, with longevity 
credit, of the grade in which he is placed on the retired list, multiplied by the 
number of years of service for which entitled to credit in the computation of his 
active-duty pay at the time of transfer to the Fleet Reserve or Fleet Marine 
Corps Reserve, not to exceed a total of 75 per centum of the active-duty pay of 
that rank. A fractional year of six months or more shall be considered a full 
year in computing the number of years of service by which the rate of 24 per 
centum is multiplied. 
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2 AMEND THE ACT OF FEBRUARY 21, 1946 


The purpose of the proposed legislation is to correct an existing 
inequity with regard to certain officers of the Navy and Marine Corps 
who hold appointments as temporary officers, although their per- 
manent status is that of enlisted personnel. The Army and Air Force 
do not have a similar category of officers. 

Public Law 305 of the 79th Congress provides that when any officer 
of the Regular Navy or Marine Corps or the Reserve components 
thereof completes 20 or more years of active duty, 10 of which has 
been commissioned service, he may apply for retirement as an officer. 
If the President approves his request, he is then entitled to be retired 
and paid retired pay as an officer. 

In 1952 the Comptroller General ruled that temporary officers of 
the Navy and Marine Corps who hold permanent enlisted status were 
not commissioned officers of the Navy or Marine Corps for the pur- 
poses of this law and therefore were not entitled to apply for retire- 
ment under this provision of law. Thus, these individuals under 
existing law can only do one thing if they wish to leave the active 
list with less than 30 years of active duty—they can revert to their 
enlisted status and apply for transfer to the Fleet Reserve and draw 
retainer pay. Upon the completion of 30 years of service, including 
time in the Fleet Reserve, they are then retired and advanced on the 
retired list but only to the highest grade satisfactorily served up to 
June 30, 1946. 

Because the term “temporary officer” is sometimes subject to con- 
fusion with other categories of commissioned officers in the various 
services it should be observed that in the Navy and Marine Corps a 
temporary officer is a person serving under a temporary appointment 
to a commissioned grade while retaining a permanent enlisted or war- 
rant status. They are Regular Navy or Regular Marine Corps per- 
sonnel, both in their permanent enlisted or warrant status and in their 
officer status. The individuals concerned were outstanding petty 
officers and warrant officers who helped fill the greatly expanded war- 
time needs for commissioned officers and who have continued since 

to fill the gap between the permanently commissioned officer structure 
and the current needs of the two services. Their store of practical 
experience and service knowledge has been an important stabilizing 
factor in the utilization of large numbers of young and inexperienced 
officers to meet requirements. Although they 5 retained per- 
manent enlisted or warrant status for record purposes their responsibil- 
ties, duties, authority, and service relationships have been appropri- 
ate to the commissioned grades in which they are serving. 

The adverse opinion of the Comptroller General occurred at a time 
when voluntary retirements of officers generally were limited by a 
provision in the current appropriation act. Request for remedial 
legislation, therefore, was deferred until these temporary restrictions 
on the operation of normal retirement laws were discontinued. In 
the 2d session of the 83d Congress these restrictions were removed. 
In addition, the Warrant Officer Act of 1954 made temporary warrant 
officers eligible to apply for voluntary retirement upon the completion 
of 20 years or more of active service. Temporary commissioned 
officers remain as the sole category of officer personnel who may not 
be retired in the grade in which serving for other than physical dis- 
ability, on the completion of 20 years or more of active service, includ- 
ing at least 10 years of service in commissioned rank. 
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The proposed legislation therefore does two things. First, it per- 
mits temporary commissioned officers of the Navy and Marine Corps 
to apply for retirement in the same manner as Regular and Reserve 
officers of the Navy and Marine Corps who qualify for retirement 
under Public Law 305 of the 79th Congress. Secondly, the proposed 
legislation repeals that section of Public Law 305 which limits the 
retired pay of officers retired under this law to the highest grade 
attained on or before June 30, 1946. 

If the proposed legislation is enacted into law, temporary commis- 
sioned officers of the Navy and Marine Corps will be allowed to apply 
for retirement prior to the completion of 30 years of active duty and 
upon retirement will be paid retired pay in the highest grade satisfac- 
torily served. Likewise, other officers of the Navy and Marine Corps 
hereafter retired under Public Law 305 who received promotions under 
the Temporary Promotion Act to grades higher than that which they 
attained under the Officer Personnel Act, will be entitled to retired pay 
based upon the highest temporary grade in which they satisfactorily 
served, 

COMMITTEE AMENDMENT 


The amendment provides relief for individuals who have already 
reverted to enlisted status and transferred to the Fleet Reserve as 
enlisted personnel who did so because the 1952 Comptroller General’s 
decision precluded them from applying for retirement as officers. 
Voluntary retirements were of course limited during the war in Korea, 
but nevertheless there are 175 individuals today in the Fleet Reserve 
who would have been entitled to apply for retirement as officers had 
it not been for the Comptroller General’s decision which held that 
they were not commissioned officers for the purposes of Public Law 
305. Therefore, the committee amendment permits these individuals 
to be retired as officers in their highest grade satisfactorily served. 

Under the amendment, they will be required to request retirement 
and if they do not make a request within 90 days after the enactment 
of the proposed legislation they will then be required to complete 
30 years of total service before being entitled to advancement to 
officer grade. Thus, the amendment will place present members of 
the Fleet Reserve in the position in which they would have been had 
they been eligible for retirement as officers when they transferred to 
the Fleet Reserve, except that no retroactive pay would be awarded. 

There are approximately 3,683 temporary officers in the Navy who 
could be benefited by enactment of the proposed legislation. In addi- 
tion, there are approximately 153 temporary officers in the Marine 
Corps who are expected to be immediately eligible for the retirement 
benefits provided under the proposed legislation. In addition, the 
committee amendment will benefit approximately 175 members of 
the Fleet Reserve. 

It is estimated that the proposed legislation would cost approxi- 
mately $4,500,000 in fiscal 1957, including the committee amendment. 
Thereafter, the total additional cost as a result of the enactment of 
the proposed legislation will decrease. 

The estimated additional cost for fiscal 1956 will be approximately 
$166,000 as a result of the amendment adopted by the committee. 
No new additional cost is anticipated for fiscal 1956 since it is expected 
that reductions of temporary officers on active duty can be accom- 
plished by retirements of individuals with 30 years of service or more 
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up until fiscal 1957. Thereafter, the increased cost as a result of the 
enactment of the proposed legislation will be approximately $4,500,000 
in fiscal 1957 and decreasing amounts in each year thereafter. 

The Department of Defense recommends enactment of the proposed 
legislation and the Bureau of the Budget interposes no objection as 
indicated by the proposed attached letter. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 5, 1956. 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
House of Representatives, Washington, D. C. 


My Dear Mr. Speaker: There is forwarded herewith a draft of legislation 
to amend the act of February 21, 1946 (60 Stat. 26), to permit the retirement of 
temporary officers of the naval service after completion of more than 20 years of 
active service. 

This proposal is part of the Department of Defense legislative program for 1955 
and the Bureau of the Budget has advised that there is no objection to the pre- 
sentation of this proposal for the consideration of the Congress. The Department 
of the Navy has been. designated as the representative of the Department of 
Defense for this legislation. It is recommended that this proposal be enacted 
by the Congress. 

PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to make temporary officers of the 
naval service, whose permanent status is enlisted, eligible for voluntary retirement 
on completion of more than 20 years of active service, at least 10 years of which 
is commissioned service. 

Section 6 of the act of February 21, 1946 (60 Stat. 27), provides that ‘“‘When 
any officer of the Regular Navy or the Regular Marine Corps or the Reserve 
components thereof has completed more than 20 years of active service in the 
Navy, Marine Corps, or Coast Guard, or the Reserve components thereof, in- 
cluding active duty for training, at least 10 years of which shall have been active 
commissioned service, he may at any time thereafter, upon his own application, 
in the discretion of the President, be placed upon the retired list on the Ist day of 
such month as the President may designate.” 

The Comptroller General, in a decision dated July 22, 1952 (B-109511), has 
held that enlisted personnel serving under temporary appointments as commis- 
sioned officers are not “officers of the Regular Navy” within the meaning of that 
term as used in section 6 of the act of February 21, 1946 (60 Stat. 27), and there- 
fore are not eligible to retire under that act. The effect of this decision is to limit 
these temporary officers to retirement under the laws relating to enlisted per- 
sonnel. Under these laws they may transfer in their enlisted status to the Fleet 
Reserve or Fleet Marine Corps Reserve after the completion of 20 years of active 
service, with further transfer to the retired list on completion of 30 years’ service, 
including time in the Fleet Reserve or Fleet Marine Corps Reserve, and advance- 
ment to their officer rank at that time. 

When section 6 of the act of February 21, 1946, was enacted there were no 
temporary officers who could have qualified for retirement under its provisions 
and the possibility at that time that any of the temporary officers would complete 
the required 10 years of service in commissioned grades was considered remote. 
Substantial numbers of temporary officers, however, have continued to serve in 
commissioned grades and now have the required 10 years of commissioned service. 
The exclusion of these temporary officers from the privilege of retiring in their 
officer status after 20 years’ service is an inequity which has no basis in value or 
type of service rendered. Their treatment in respect to voluntary retirement is 
discriminatory when it is considered that other classes of officers may retire under 
the law on the basis of service which is factually similar to that of these tem- 
porary officers. Among those are Reserve officers whose original status was 
enlisted, limited-duty officers, and commissioned warrant officers, including com- 
missioned warrant officers who are serving temporarily in higher commissioned 
grades. 
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The effect of this inequity will become more aggravated in the very near future. 
The readjustment of active-duty officer strength to meet reduced budgetary 
provisions will require that many of the temporary appointments will be termi- 
nated. Many of these temporary officers with more than 20 years’ service will 
be faced with the option of serving in enlisted grades or of transferring to the 
Fleet Reserve or Fleet Marine Corps Reserve in a status which gives no recognition 
to their years of valuable service in commissioned grades. 

Enactment of the proposed amendments to the act of February 21, 1946, would 
make those temporary officers, whose permanent status is enlisted, eligible for 
voluntary retirement after the completion of more than 20 years of active service, 
at least 10 years of which has been commissioned service, and would permit 
them to have the highest rank in which they satisfactorily served when placed 
on the retired list. 

LEGISLATIVE REFERENCES 


This proposal was submitted to the 83d Congress by the Department of the 
Navy as a part of the Department of Defense legislative program for 1954 but 
no further action was taken thereon. 


COST AND BUDGET DATA 


Enactment of this proposed legislation would result in additional cost to the 
Government, representing, in each individual case, the difference between retired 
pay in the commissioned grade to which the officer would be entitled to be retired 
and the retainer Ray to which he would be entitled if transferred to the Fleet 
Reserve or Fleet Marine Reserve, for the period of time from the date of retire- 
ment to the date when he would complete 30 years’ service. There are now on 
active duty in the Navy 3,683 and in the Marine Corps 153 temporary officers, 
whose permanent status is enlisted, who as of July 1, 1954, will have less than 
30 years’ service. No estimate can be made of the number of these officers who 
would apply for voluntary retirement if the proposed legislation is enacted. It 
is expected that necessary reductions in numbers of temporary officers on active 
duty can be accomplished by retirements on 30 years’ service until fiscal year 
1957. Assuming that all officers who must have their temporary appointments 
terminated will elect to retire in their commissioned officer grades rather than 
transfer to the Fleet Reserve or Fleet Marine Corps Reserve in an enlisted status, 
bee additional cost of the enactment of this proposed legislation is estimated as 

ollows: 




















Marine Marine 

Fiscal year Navy Corps Total | Fiscal year Navy Corps Total 
a |$4, 207, 692} $79, 000 $4, 286, 692 \$2, 235,828} $08, 000/$2, 333, 828 
PSA 3, 920, 376; 161, 000) 4, 081, 376 | 86, 000) 2, 070, 236 
1959... 3, 570, 528) 156, 000) 3, 726, 528 70, 000} 1, 552, 924 


3, 278,244) 146.000! 3, 424, 244 
2, 970, 600} — 129, 000) 3, 099, 600 
2, 610, 480 112, 000 2, 722, 480 





48, 000; 1,081, 392 
and 628, 640 




















Sincerely yours, 
C. 8. Tomas. 


In compliance with paragraph 3 of Rule XIII of the Rules of the 
House of Representatives, there is printed below in parallel columns 
the text of the provisions of existing law which would be amended or 
repealed by the various provisions of the bill. 
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Existine Law 


Act of February 21, 1946 (ch. 34, 
60 Stat. 26), as amended 

Sec. 6. When any officer of the 
Regular Navy or the Regular Marine 
Corps or the Reserve Components 
thereof has completed more than 
twenty years of active service in the 
Navy, Marine Corps, or Coast Guard, 
or the Reserve Components thereof. 
including active duty for training, a 
least ten years of which shall have been 
active commissioned service, he may at 
any time thereafter, upon his own 
application, in the discretion of the 
President, be placed upon the retired 
list on the first day of such month as 
the President may designate. 


Sc. 7. (c) The highest rank in which 
an officer served on or prior to June 30, 
1946, or if a prisoner of war at any time 
during World War II, the highest rank 
to which an officer was temporarily 
appointed pursuant to the provisions of 
the Act approved July 24, 1941 (55 
Stat. 603), is the highest rank in which 
the officer may be retired and upon 
which his retired pay may be based 
pursuant to this section, unless under 
provisions of law other than those 
contained within this section he is 
entitled to a higher rank on the retired 
list or to a higher retired pay, or unless 
at the time of retirement he is serving in 
a higher permanent grade or rank. 


Tue Bri. 


Section 1. * * * That the Act of 
pecan 21, 1946 (60 Stat. 26), as 
nanny 7 


s further amended by— 

a) inserting after the word 
“thereof” where it first occurs a 
comma and the phrase “including 
any member of the naval service 
temporarily appointed to com- 
missioned grade whose permanent 
status is enlisted,’’; 


(b) adding at the end of section 6 
the following new sentence: “As 
used in this section ‘active com- 
missioned service’ includes all active 
service performed under a tempo- 
rary appointment to a commis- 
sioned grade, including a com- 
missioned warrant grade, by an 
officer whose permanent status is 
enlisted.”; and 

(c) deleting section 7 (c). 
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INDEPENDENT OFFICES APPROPRIATION BILL, 1956 





June 21, 1955.—Ordered to be printed 





Mr. Tuomas, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 5240] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5240) 
making appropriations for the sundry independent executive bureaus, 
boards, commissions, corporations, agencies, and offices, for the fiscal 
year ending June 30, 1956, and for other purposes, having met, after 
full and free conference, have agreed to recommend and do recom- 
mend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 7, 10, 17, 
18, 20, 22, 37, 42, 47, 49, 51, 54, 58, 59, and 60. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 12, 28, and 52, and agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
be Senate numbered 2, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $233 ,000,000; 
and the Senate agree to the same. 


Amendment numbered 3: 


That the House recede from its disagreement to the amendment of 
he Senate numbered 3, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $5,000; and 
the Senate agree to the same. 


Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment as 
OLLOWS: 

In lieu of the sum proposed by said amendment insert $11,300,000; 
and the Senate agree to the same. 
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Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 5, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $32,650,000; 
and the Senate agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $3,500,000; 
and the Senate agree to the same. 


Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $160,000; and 
the Senate agree to the same, 


Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $4,262,500; 
and the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $97,596,600; 
and the Senate agree to the same. 


Amendment numbered 13: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $11,600,000; 
and the Senate agree to the same. 


Amendment numbered 14: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 14, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $145,000; 
and the Senate agree to the same, 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $58,750; 
and the Senate agree to the same. 
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Amendment numbered 16: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 16, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,005,000; 
and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,125,000; 
and the Senate agree to the same. 


Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,100,000; 
and the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $117,500; 
and the Senate agree to the same. 


Amendment numbered 24: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 24, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert twenty- 
three passenger motor vehicles, of which twelve shall be; and the Senate 
agree to the same. 


Amendment numbered 25: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 25, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $263,700; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,000,000; 
and the Senate agree to the same. 


Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,000,000; 
and the Senate agree to the same. 
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Amendment numbered 29: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 29, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $8,200,000; 
and the Senate agree to the same. 


Amendment numbered 30: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 30, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $81,750,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert: 

General expenses: For necessary expenses of the Interstate Commerce 
Commission not otherwise provided for, including not to exceed $5,000 
for employment of special counsel; services as authorized by section 15 
of the Act of August 2, 1946 (6 U.S. C. 55a), at rates not to exceed $50 
per diem for individuals; newspapers (not to exceed $200); purchase of 
not to exceed forty passenger motor vehicles, of which twenty shall be for 
replacement only; and not to exceed $330,000 for expenses of travel; 
$10,437,000, of which $125,000 shall be available for expenses necessary 
to carry out such defense mobilization functions as may be delegated pur- 
suant to law: Provided, That Joint Board members and cooperating State 
commissioners may use Government transportation requests when travel- 
ing in connection with their duties as such. 

Railroad safety: For expenses necessary in performing functions author- 
ized by law (45 U.S. C. 1-15, 17-21, 34-46, 61-64; 49 U.S. C. 26) to 
insure a maximum of safety in the operation of railroads, including au- 
thority to investigate, test experimentally, and report on the use and need 
of any appliances or systems intended to promote the safety of railway 
operation, including those pertaining to biock-signal and train-control 
systems, as authorized by the joint resolution approved June 30, 1906, 
and the Sundry Civil Act of May 27, 1908 (46 U. S. C. 85-87), and 
to require carriers by railroad subject to the Act to install automatic train- 
stop or train-control devices as prescribed by the Commission (49 U.S. C. 
26), including the employment of inspectors and engineers, and including 
not to exceed $163,050 for expenses of travel, $974,500. 

Locomotive inspection: For expenses necessary in the enforcement of 
the Act of February 17, 1911, entitled ‘An Act to promote the safety of 
employees and travelers upon railroads by compelling common carriers 
engaged in interstate commerce to equip their locomotives with safe and 
suitable boilers and appurtenances thereto’, as amended (45 U.S. C. 
22-34), including not to exceed $112,620 for expenses of travel, $709,500. 

And the Senate agree to the same. 


Amendment numbered 32: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $330,000; 
and the Senate agree to the same. 
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Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment, 
as follows: 

In lieu of the sum proposed by said amendment insert $60,135,000; 
and the Senate agree to the same. 


Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $12,565,000; 
and the Senate agree to the same. 


Amendment numbered 35: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 35, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $120,000; and 
the Senate agree to the same. 


Amendment numbered 36: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 36, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $16,000,000; 
and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $4,150,000; 
and the Senate agree to the same. 


Amendment numbered 39: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 39, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $132,000; 
and the Senate agree to the same. 


Amendment numbered 40: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 40, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,955,000; 
and the Senate agree to the same. 


Amendment numbered 41: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 41, and agree to the same with an amendment 
as follows: 

In lieu of the number proposed by said amendment insert thirty; 
and the Senate agree to the same. 
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Amendment numbered 43: 


That the House recede from its disagreement to the amendment of 
mee mai numbered 43, and agree to the same with an amendment 
as follows: 


‘In lieu of the sum proposed by said amendment insert $72,500; 
and the Senate agree to the same. 
Amendment numbered 44: 


That the House recede from its disagreement to the amendment of 
a numbered 44, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $145,000; 
and the Senate agree to the same. 
Amendment numbered 45: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 45, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $75,800; 
and the Senate agree to the same. 
Amendment numbered 46: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 46, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $27,216,000; 
and the Senate agree to the same. 


Amendment numbered 48: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 48, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $158 ,002,000; 
and the Senate agree to the same. 


Amendment numbered 55: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 55, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $500,000; 
and the Senate agree to the same. 


Amendment numbered 56: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 56, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,600,000; 
and the Senate agree to the same. 


Amendment numbered 57: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 57, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10,750,000; 
and the Senate agree to the same. 
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Amendment numbered 61: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 61, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $8,200,000; 
and the Senate agree to the same. 


Amendment numbered 62: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 62, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $530,000; and 
the Senate agree to the same. 

The committee of conference report in disagreement amendments 
numbered 1, 50, and 53. 


Apert THOMAS, 
Epwarp P. Bo.anp, 
CLARENCE CANNON, 
JOHN PHILLIPS, 
C. W. Vursett, 
Haroup C. Ostrertaa, 
JoHN TABER, 
Managers on the Part of the House. 


Warren G. Macnvson, 
Lister Hi, 
ALLEN J. ELLENDER, 
A. Wituis Rosperrson, 
Ricuarp B. Russe.u, 
Joon L. McC.ie.uan, 
Everett McKiniey Dirksen, 

By E. W. C. 
LEVERETT SALTONSTALL, 
Wituiam F. Know ann, 
JosepH R. McCarray, 

By E. W. C. 
Cuarues E. Porrer, 

By E. W. C. 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the dis- 
agreeing votes of the two Houses on the amendments of the Senate to 
the bill (H. R. 5240) making appropriations for sundry independent 
executive bureaus, boards, commissions, corporations, agencies, and 
offices, for the fiscal year ending June 30, 1956, and for other purposes, 
submit the following statement in explanation of the effect of the 
action agreed upon and recommended in the accompanying conference 
report as to each of such amendments, namely: 


TITLE I—INDEPENDENT OFFICES 
ALEXANDER HaMILTon BICENTENNIAL COMMISSION 


Amendment No. 1: Reported in disagreement. 


Civit Service ComMMISSION 


Amendment No. 2—Payment to civil-service retirement and disability 
fund: Appropriates $233,000,000 instead of $250,000,000 as proposed 
by the House and $216,000,000 as proposed by the Senate. 


FreperRAL Civit DEFENSE ADMINISTRATION 


Amendments Nos. 3 and 4—QOperations: Authorize the use of 
$5,000 for the purchase of newspapers, periodicals, and teletype news 
services instead of $1,000 as proposed by the House and $9,000 as 
proposed by the Senate; and appropriate $11,300,000 instead of 
$11,000,000 as proposed by the House and $11,600,000 as proposed 
by the Senate. 

Amendment No. 5—Emergency supplies and equipment: Appro- 
priates $32,650,000 instead of $30,000,000 as proposed by the House 
and $35,300,000 as proposed by the Senate. 


Funps APPROPRIATED TO THE PRESIDENT 


Amendment No. 6—Disaster relief: Appropriates $3,500,000 instead 
of $2,000,000 as proposed by the House and $5,000,000 as proposed 
by the Senate. 


FEDERAL Power ComMISSsION 


Amendment No. 7—Salaries and expenses: Restores language pro- 
posed by the House. 

In the language of the proviso pertaining to the furnishing of 
assistance and information relating to the electric power and gas 
industries, the committee of conference does not intend to restrict 
regulatory activities but just the dissemination of information related 
thereto. 
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FrepreraL TRADE ComMISSION 


Amendments Nos. 8 and 9—Salaries and expenses: Authorize the 
use of $160,000 for expenses of travel instead of $144,250 as proposed 
by the House and $175,000 as proposed by the Senate; and appropriate 
$4,262,500 instead of $4,225,000 as proposed by the House and 
$4,300,000 as proposed by the Senate. 


GENERAL ACCOUNTING OFFICE 


Amendment No. 10—Salaries and expenses: Strikes out language 
proposed by the Senate. 


GENERAL SERVICES ADMINISTRATION 


Amendments Nos. 11 and 12—Operating expenses, Public Buildings 
Service: Appropriate $97,595,500 instead of $95,960,000 as proposed 
by the House and $99,231,000 as proposed by the Senate; and earmark 
$7,000,000 for repair and improvement of buildings in the District of 
Columbia as proposed by the Senate instead of $7,500,000 as proposed 
by the House. 

Amendment No. 13—Emergency operating expenses: Appropriates 
$11,600,000 instead of $10,000,000 as proposed by the House and 
$13,200,000 as proposed by the Senate. 

Amendment No. 14—-Repair, improvement, and equipment of fed- 
erally owned buildings outside the District of Columbia: Authorizes the 
use of $145,000 for expenses of travel instead of $100,000 as proposed 
by the House and $190,000 as proposed by the Senate. 

Amendments Nos. 15 and 16—Operating expenses, Federal Supply 
Service: Authorize the use of $58,750 for expenses of travel instead of 
$46,600 as proposed by the House and $70,900 as proposed by the 
Senate; and appropriate $3,005,000 instead of $2,890,000 as proposed 
by the House and $3,120,000 as proposed by the Senate. 

Amendments Nos. 17, 18, and 20: Restore language proposed by 
the House limiting transfers between appropriations or funds in certain 
items of the General Services Administration. 

Amendment No. 19—Administrative operations: Appropriates 
$4,125,000 instead of $4,000,000 as propesed by the House and 
$4,250,000 as proposed by the Senate. 

Amendment No. 21—United States Post Office and Courthouse, 
Nome, Alaska: Appropriates $1,100,000 instead of $1,000,000 as pro- 
posed by the House and $1,200,000 as proposed by the Senate. 

Amendment No. 22: Strikes out language proposed by the Senate. 
In striking the matter proposed by the Senate relating to tape-oper- 
ated recording and reproducing electric writing machines the com- 
mittee of conference states that this is a matter subject to definition 
and the Bureau of the Budget should review the entire subject. 

Amendment No. 23 Abaca fiber program: Authorizes the use of 
$117,500 for administrative expenses instead of $100,000 as proposed 
by the House and $135,000 as proposed by the Senate. 


UNIVERSITY OF MICHIGAN LIBRARIES 
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Hovustne AND Home Finance AGENCY 


Amendments Nos. 24, 25, and 26—Office of the Administrator, 
salaries and expenses: Authorize the purchase of 23 passenger vehicles 
instead of 12 as proposed by the House and 33 as proposed by the Sen- 
ate; authorize the use of $263,700 for expenses of travel instead of 
$169,325 as proposed by the House and $358,100 as proposed by the 
Senate; and appropriate $5,000,000 instead of $4,300,000 as proposed 
by the House and $6,050,000 as proposed by the Senate. 

Amendment No. 27—Reserve of planned public works: Appropriates 
$3,000,000 instead of $2,500,000 as proposed by the House and 
$3,500,000 as proposed by the Senate. 

Amendment No. 28—Capital grants for slum clearance and urban 
renewal: Appropriates $50,000,000 as proposed by the Senate instead 
of $60,000,000 as proposed by the House. 

Amendment No. 29—Public Housing Administration, administrative 
expenses: Appropriates $8,200,000 instead of $8,000,000 as proposed 
by the House and $8,400,000 as proposed by the Senate. 

Amendment No. 30—Annual contributions: Appropriates $81,750,000 
instead of $80,000,000 as proposed by the House and $83,500,000 as 
proposed by the Senate. 


INTERSTATE CoMMERCE CoMMISSION 


Amendment No. 31: Strikes out language proposed by the House 
and inserts language proposed by the Senate making three separate 
appropriations for this agency. Item for “General expenses” as 


proposed by the Senate is amended to provide for the purchase of 

40 passenger motor vehicles instead of 50 as proposed by the Senate; 

to authorize the use of $330,000 for expenses of travel instead of 

$358,880 as proposed by the Senate; and to appropriate $10,437,000 

instead of $10,583,000 as proposed by the Senate. Appropriations 
rovided total $12,121,000 instead of $11,975,000 as proposed by the 
ouse and $12,267,000 as proposed by the Senate. 


NaTIoNAL Apvisory ComMMITTEE FoR AERONAUTICS 


Amendments Nos. 32 and 33—Salaries and expenses: Authorize the 
use of $330,000 for expenses of travel instead of $310,000 as proposed 
by the House and $350,000 as proposed by the Senate; and appropriate 
$60,135,000 instead of $56,000,000 as proposed by the House and 
$63,500,000 as proposed by the Senate. 

Amendment No. 24—Construction and equipment: Appropriates 
$12,565,000 instead of $11,700,000 as proposed by the House and 
$13,000,000 as proposed by the Senate. 


NATIONAL SciENcE FOUNDATION 


Amendments Nos. 35 and 36—Salaries and expenses: Authorize the 
use of $120,000 for expenses of travel instead of $89,500 as proposed 
by the House and $150,000 as proposed by the Senate; and appropriate 
$16,000,000 instead of $12,250,000 as proposed by the House and 
$20,000,000 as proposed by the Senate. 
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Nationa Security Tratntinc Commission 


Amendment No. 37—Salaries and expenses: Strikes out language 
proposed by the Senate. 


RENEGOTIATION Boarp 


Amendment No. 38—Salaries and expenses: Appropriates $4,150,000 
instead of $3,750,000 as proposed by the House and $4,250,000 as 
proposed by the Senate. ' 


SECURITIES AND ExcHAaNGE COMMISSION 


Amendments Nos. 39 and 40—Salaries and expenses: Authorize the 
use of $132,000 for expenses of travel instead of $125,000 as proposed 
by the House and $138,360 as proposed by the Senate; and appropriate 
$4,955,000 instead of $4,875,000 as proposed by the House and $4,- 
997,000 as proposed by the Senate. 


SELECTIVE SERVICE SysTEM 


Amendments Nos. 41, 42, 43, 44, 45, 46, and 47—Salaries and 
expenses: Authorize the purchase of 30 motor vehicles for replacement 
only instead of 20 as proposed by the House and 39 as proposed by 
the Senate; strike out language proposed by the Senate; authorize 
the use of $72,500 for expenses of travel, National Administration, 
Planning, Training, and Reeords Management instead of $70,000 as 
proposed by the House and $75,000 as proposed by the Senate; 
authorize the use of $145,000 for expenses of travel, State Adminis- 
tration, Planning, Training, and Records Servicing instead of $140,000 
as proposed by the House and $150,000 as proposed by the Senate; 
earmark $75,800 for the National Selective Service Appeal Board 
instead of $75,000 as proposed by the House and $76,700 as proposed 
by the Senate; appropriate $27,216,000 instead of $26,958,875 as 
proposed by the House and $27,474,000 as proposed by the Senate; 
and restore language proposed by the House providing $20,963,700 
for expenses of local boards. 


VETERANS’ ADMINISTRATION 


Amendments Nos. 48 and 49—General operating expenses: Appro- 
priate $158,002,000 instead of $155,000,000 as proposed by the House 
and $161,004,000 as proposed by the Senate; and strike out language 
proposed by the Senate. 

Amendment No. 50: Reported in disagreement. 

Amendment No. 51—Outpatient care: Strikes out language proposed 
by the Senate. 

Amendment No. 52—Hospital and domiciliary facilities: Strikes out 
language proposed by the House and inserts language as proposed by 
the Senate. 

Amendment No. 53: Reported in disagreement. 

Amendment No. 54: Corrects section number. 
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TITLE II—CORPORATIONS 
Hovusine anp Home Frnancre AGENCY 


Amendment No. 55—Office of the Administrator, housing loans to 
educational institutions: Authorizes the use of $500,000 for adminis- 
trative expenses instead of $425,000 as proposed by the House and 
$575,000 as proposed by the Senate. 

Amendments Nos. 56 and 57—Office of the Administrator, revolving 
fund (liquidating programs): Authorize the use of $2,600,000 for admin- 
istrative expenses instead of $2,500,000 as proposed by the House and 
$2,700,000 as proposed by the Senate; and authorize $10,750,000 for 
nonadministrative expenses instead of $10,000,000 as proposed by the 
House and $11,500,000 as proposed by the Senate. 

Amendment No. 58—Home Loan Bank Board: Authorizes $2,995,000 
for nonadministrative expenses as proposed by the House instead of 
$2,870,000 as proposed by the Senate. 

Amendments Nos. 59 and 60—Federal Savings and Loan Insurance 
Corporation: Authorize $985,000 for administrative expenses as pro- 
posed by the House instead of $500,000 as proposed by the Senate; 
and authorize $90,000 for expenses of travel as proposed by the House 
instead of $15,000 as proposed by the Senate. The committee of 
conference is agreed that the increase of $485,000 over the budget 
estimate shall be used only for making examinations of insured insti- 
tutions on at least a 12-month basis, and no part of the increase shall 
be used for reappraisals of property security underlying loans insured 
by the Corporation. 

Amendments Nos. 61 and 62—Public Housing Administration: 
Authorize $8,200,000 for administrative expenses instead of $8,000,000 
as proposed by the House and $8,400,000 as proposed by the Senate; 
and authorize the use of $530,000 for expenses of travel instead of 
$500,000 as proposed by the House and $560,000 as proposed by the 
Senate. 

ALBERT THOMAS, 
Epwarp P. Botanp, 
CLARENCE CANNON, 
JOHN PHILLIPS, 
C. W. VurseELL, 
Haroitp C. Osrertae, 
JoHN TABER, 
Managers on the Part of the House. 
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1st Session No. 872 


84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 








AUTHORIZING THE COMMITTEE ON PUBLIC WORKS TO CONDUCT 
STUDIES AND INVESTIGATIONS WITH RESPECT TO CERTAIN 
MATTERS WITHIN ITS JURISDICTION 





June 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nettt, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 144] 


The Committee on Rules, having had under consideration House 
Resolution 144, report the same to the House with the recommendation 
that the resolution do pass, with the following amendments: 

Strike all after “Resolve,” and in lieu thereof insert the following: 

That the Committee on Public Works, or any subcommittee thereof designated 
by the chairman, may make investigations into the following matters within its 
jurisdiction: In Alaska, public works projects authorized or proposed to be 
authorized; in Hawaii, harbor and flood control projects, public buildings and 
highways authorized or proposed to be authorized; in Puerto Rico, public works; 
in Mexico, and the Central American countries, the Inter-American Highway 
and the Rama Road; and in the continental United States, public works and 
public buildings authorized or proposed to be authorized, including highways. 

For the purpose of making such investigations the committee, or 
subcommittee thereof, is authorized to sit and act during the present 
Congress at such times and places in the United States, its Territories 
and possessions, whether the House has recessed or adjourned, and to 
hold such hearings and require by subpena or otherwise, the attend- 
ance and testimony of such witnesses and the production of such books, 
records, and documents as it deems necessary. Subpenas may be 
issued under the signature of the chairman of the committee or any 
member of the committee designated by him, and may be served by 
any person designated by such chairman or member. 

The committee may attend conferences and meetings on matters 
within its jurisdiction wherever held within the continental United 
States, its Territories and possessions, and may attend the Interna- 
tional Highway Conference in Rome, Italy, in 1955, but no more than 
five members of such committee may attend any meeting outside of 
the continental United States except trips in connection with the 
investigation of the Inter-American Highway and the Rama Road. 
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2 AUTHORIZE CERTAIN STUDIES AND INVESTIGATIONS 


The committee shall not undertake any investigation of any subject 
matter which is being investigated by any other standing committee 


of the House. 
Amend the title so as to read: 


Resolution authorizing the Committee on Public Works to conduct studies 
and investigations with respect to certain matters within its jurisdiction. 


O 











1st Session No. 873 


84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 





AUTHORIZING THE COMMITTEE ON AGRICULTURE TO 
MAKE CERTAIN INVESTIGATIONS 





June 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TxHornperry, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 266] 


The Committee on Rules, having had under consideration House 
Resolution 266, report the same to the House with the recommenda- 
tion that the resolution do pass, with the following amendment: 

Page 1, line 3, strike out “and directed”’, 


O 
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1st Session No. 874 





CONSIDERATION OF H. R. 3253 





June 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 281} 


The Committee on ‘Rules, having had under consideration House 
Resolution 281, report the same to the House with the recommenda- 
tion that the resolution do pass. 


C 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 


1st Session No. 875 





CONSIDERATION OF H. R. 6040 





June 21, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 282] 


The Committee on Rules, having had under consideration House 
Resolution 282, report the same to the House with the recommendation 
that the resolution do pass. 


55008 





UNIVERSITY OF MICHIGAN LIBRARIES 











84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 876 


— 








PROVIDING FOR THE BONDING OF CERTAIN OFFICERS AND EM- 
PLOYEES OF THE GOVERN MENT OF THE DISTRICT OF COLUMBIA 
AND FOR THE PAYMENT OF THE PREMIUMS ON SUCH BONDS 
BY THE DISTRICT OF COLUMBIA 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. MecMiui1an, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany 8. 391] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 391) to provide for the bonding of certain officers and em- 
ployees of the government of the District of Columbia, for the pay- 
ment of the premiums on such bonds by the District of Columbia, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill S. 391 do 
pass. 

The purpose of this bill is to provide for the bonding of certain 
officers and employees of the government of the District of Columbia 
and for the payment of the premiums on such bonds by the District 
of Columbia. 

As of June 1, 1954, some 309 officers and employees of the District 
of Columbia, other than officers and members of the Metropolitan 
Police force, were bonded in amounts ranging from $1,000 to $100,000. 
The total amount of the bonds was $1,246,500, for which the individ- 
ual employees paid premiums totaling $2,141.57. Further, in addi- 
tion to the officers and employees of the District government who are 
required to be bonded by reason of the positions they hold, there are 
approximately 97 persons in the employ of the District who hold com- 
missions as notaries public for the purpose of performing notarial 
services in connection with the work of the District government, and 
who, as a condition of their being commissioned as notaries public, 
are required to give bond in the amount of $2,000. 

It is believed that inasmuch as the bonds of officers and employees 
of the District protect the Government and the public, the Govern- 
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2 PROVIDE FOR BONDING OF CERTAIN D, C. EMPLOYEES 


ment, rather than the individual, should bear the cost of such protec- 
tion. Moreover, the Commissioners are of the view that certain 

ositions in the District government, rather than individuals, should 
= covered by bonds in appropriate amounts, since the bonding of 
positions would permit flexibility in the assignment of personnel, 
while at the same time affording protection to the public and the 
Government. 

This measure will relieve many District eres of the burden of 
paying for bonds for the protection of the public and the District gov- 
ernment, and at the same time will permit the Commissioners to secure 
bonds adequately protecting both the public and the government of 
the District of Columbia, in many cases permitting the more flexible 
use of District personnel. 

Section 1 would authorize the Commissioners to bond positions in 
the District government as well as officers and employees. 

Section 2, as amended, would permit the Commissioners to pay the 
bond premiums for a 3-year period, which would result in a consider- 
able saving; and would require advertisement for bids on all bonds 
with a premium cost in excess of $500, the award to be made to the 
bidder submitting the ‘‘most advantageous’”’ bid. 

Section 3 provides that if the Commissioners obtain a bond for any 
officer or employee, when the individual is required by law to furnish 
bond, then the bond obtained by the Commissioners shall be in lieu of 
that required by law. 

Section 4 would permit the Commissioners to pay the premium for 
3 years, rather than annually, on the bond covering the Metropolitan 
Police force. 


Section 5 provides that if the Commissioners obtain a bond for a 
notary public whose notarial duties are confined solely to District of 
Columbia business, then the bond obtained by the Commissioners 
shall be in lieu of that required by law. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


(20 Stat. 103, ch. 180; 49 Stat. 430) 


Sec. 2. That within twenty days after the approval of this act the President of 
the United States, by and with the advice and consent of the Senate, is hereby 
authorized to appoint two persons, who, with an officer of the Corps of Engineers 
of the United States Army, whose lineal rank shall be above that of captain, shall 
be Commissioners of the District of Columbia, and who, from and after July first, 
eighteen hundred and seventy-eight, shall exercise all the powers and authority 
now vested in the Commissioners of said District, except as are hereinafter limited 
or provided, and shall be subject to all restrictions and limitations and duties 
which are now imposed upon said Commissioners. 'The Commissioner who shall 
be an officer detailed, from time to time, from the Corps of Engineers, by the 
President, for this duty, shall not be required to perform any other, nor shall he 
receive any other compensation than his regular pay and allowances as an officer 
of the Army. The two persons appointed from efvil life shall, at the time of their 
appointment, be citizens of the United States, and shall have been actual residents 
of the District of Columbia for three years next before their appointment, and 
have, during that period, claimed residence nowhere else, and one of said three 
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PROVIDE FOR BONDING OF CERTAIN D. C. EMPLOYEES 3 


Commissioners shall be chosen president of the Board of Commissioners at their 
first meeting, and annually and whenever a vacancy shall occur, thereafter; and 
said Commissioners shall each of them, before entering upon the discharge of his 
duties, take an oath or affirmation to support the Constitution of the United States, 
and to faithfully discharge the duties imposed upon him by law; and said Com- 
missioners appointed from civil life shall each receive for his services a compensa- 
tion at the rate of five thousand dollars per annum. The official term of said 
Commissioners appointed from civil life shall be three years and until their suc- 
cessors are appointed and qualified; but the first appointment shall be one Com- 
missioner for one year and one for two vears, and at the expiration of their respec- 
tive terms their successors shall be appointed for three years. Neither of said 
Commissioners, nor any officer whatsoever of the District of Columbia, shall be 
accepted as surety upon any bond required to be given to the District of Columbia; 
nor shall any contractor be accepted as surety for any officer or other contractor 
in said District. 

The said Commissioners are hereby authorized and empowered to determine 
which officers and employees of the District of Columbia [Shall hereafter be 
required to give or renew bond for the faithful discharge of their duties and to 
fix the penalty of any such bond], or which positions occupied or to be occupied 
hy such officers and employees, shall hereafier be bonded for the faithful discharge of 
the duties of such officers and employees or of such positions, and to the penalty 
or penalties of any such bond: Provided, That this power of the Commissioners 
shall not apply to officers and employees who receive, disburse, account for, or 
otherwise are responsible for the handling of money. and whose bonds are now 
fixed by law. The provisions of the Act of Congress entitled “An Act making 
appropriations to supply urgent deficiencies in appropriations for the fiscal vear 
nineteen hundred and nine, and for other purposes’, approved August 5, 1909 
(36 Stat. 118, 125), relating to rates of premiums for bonds for officers and em- 
ployees of the United States shall be, and are hereby, made applicable to the 
rates of premiums for bonds of officers and employees of the government of the 
District of Columbia. 

(67 Stat. 90, 101) 


BONDING OF METROPOLITAN POLICE 


Sec. 305. (a) The Commissioners shall obtain a bond to secure the District 
against loss resulting from any act of dishonesty by any officer or member of the 
Metropolitan Police force. onds obtained under this section shall be in such 
amounts, and may secure the District against loss resulting from such other acts 
by officers and members of the Metropolitan Police force, as the Commissioners 
shall consider appropriate. The Commissioners may obtain such bonds by 
negotiation, without regard to section 3709 of the Revised Statutes, as amended 
(41 U.S. C., see. 5), and shall pay the cost of such bonds out of funds appropriated 
for the expenses of the Metropolitan Police Department for fiscal years beginning 
after June 30, 1953. The premium on any such bond may cover periods not exceeding 
three years and may be paid in advance. 


(31 Stat. 1279; 58 Stat. 811) 
. * * * * * * 


Sec. 561. OatnH anp Bonp.—Each notary public, before entering upon the 
duties of his office, shall take the oath prescribed for civil officers in the District 
of Columbia, and shall give bond to the District of Columbia in the sum of $2,000, 
with security, to be approved by the District Court of the United States for the 
District of Columbia or a justice thereof, for the faithful discharge of the duties 
of his office. Where any such notary public is an officer or employee of the Govern- 
ment of the District of Columbia whose notarial duties are confined solely to government 
oficial business, any bond covering such officer or employee for the faithful performance 
of such notarial duties obtained by the Commissioners of the District of Columbia 

ursuant to the authority conferred on them by law shall be in lieu of the bond required 
by the first sentence of this section. 
O 
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1st Session 


84TH CONGRESS } HOUSE OF REPRESENTATIVES | REpPoRT 


No. 877 








INCREASED COMPENSATION FOR CERTAIN SERVICE- 
CONNECTED DISABLED VETERANS 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 16141 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 1614) to amend the Veterans Regulations to provide an 
increased statutory rate of compensation for veterans suffering the 
loss or loss of use of an eye in combination with the loss or loss of use 
of a limb, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Existing law authorizes basic rates of compensation which is paid 
according to degree of disability. For example, in wartime cases 
basic rates range from $17 for a 10 percent disability to $181 monthly 
for total disability. In addition, certain statutory awards are author- 
ized for specific disabilities. Among such awards is the payment of 
an allowance of $47 per month (in wartime cases), in addition to the 
basic rate applicable, where the veteran has lost the use of a hand, a 
a foot, an eye, or creative organ. However, unless the veteran has a 
combination of disabilities for which a specific award of $279 (or higher 
but not exceeding $420) is payable, he may receive only one additional 
allowance of $47 for the mentioned specific iosses even though he may 
have more than one such loss. This bill would authorize the payment 
of the additional allowance for each such loss, in addition to the basic 
rate of compensation. For example, a veteran with the loss of an 
eye, a hand, and a creative organ may now receive only one allowance 
of $47 in addition to the basic rate of compensation based on the com- 
bined degree of disability. Enactment of the bill will authorize in 
such a case an allowance of $141 (three times $47) in addition to the 
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2 INCREASED COMPENSATION FOR CERTAIN DISABLED VETERANS 


basic rate. In peacetime cases the rates are 80 percent of the above- 
mentioned rates. 

The Veterans’ Administration does not have available data on which 
to base an estimate of the cost of the bill if enacted. 

An identical bill in intent was reported by the committee in the 
83d Congress. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., March 17, 1956. 
Hon. Oun E. Teacvue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teacue: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 1614, 84th Congress, a bill to amend the 
Veterans Regulations to provide an increased statutory rate of compensation for 
veterans suffering the loss or loss of use of an eye in combination with the loss or 
loss of use of a limb. 

The purpose of H. R. 1614 is to amend subparagraph (k) of paragraph II, 
part I, Veterans Regulation No. 1 (a), as amended, to provide that if the disabled 

erson, as the result of service-incurred disability, has suffered the anatomical 
oss or loss of use of a creative organ, or 1 foot, or 1 hand, or blindness of 1 eye, 
having only light perception, the rate of compensation therefor shall be $47 per 
month for each such loss or loss of use independent of any other compensation 
provided in subparagraphs (a) to (j). Under the present provisions of subpara- 
graph (k) the increase is limited to 1 increase of $47, except where the losses are in 
addition to the conditions specified in subparagraphs (1) to (n). 

The basi¢ percentage rates of compensation provided for wartime service- 
connected disabilities under subparagraphs (a) to (j) of the mentioned veterans 
régulation range from $17 monthly for 10-percer t disability to $181 monthly for 
total disability. Additional and specific rates for specified disabilities are set 
forth in subparagraphs (k) through (n), as follows: 

“(k) If the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss or loss of use of a creative organ, or one foot, or one 
hand, or blindness of one eye, having only light ; erception, the rate of compensa- 
tion therefor shall be $47 per month independent of any other compensation 
provided in part I, paragraph IJ, subparagraphs (a) to (j); and in the event of 
anatomical loss or loss of use of a creative organ, or one foot, or one hand or 
blindness of one eye, having only light perception, in addition to the requirement 
for any of the rates specified in subparagraphs (1) to (n), inclusive, of part I, 
paragraph II], the rate of compensation shall be increased by $47 per month for 
each such loss or loss of use, but in no event to exceed $420 per month. 

“(1) If the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss, or loss of use of both hands, or both feet, or of one 
hand and one foot, or is blind in both eyes, with 5/200 visual acuity or less, or 
is permanently bedridden or so helpless as to be in need of regular aid and attend- 
ance, the monthly pension [compensation] shall be $279. 

““(m) If the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss or loss of use of two extremities at a level, or with 
complications, preventing natural elbow or knee action with prosthesis in place, 
or has suffered blindness in both eyes, rerdering him so helpless as to be in need 
of regular aid and attendance, the monthly pension [compensation] shall be $329. 

“‘(n) If the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss of two extremities so near the shoulder or hip as to 

revent the use of a prosthetic appliance or has suffered the anatomical loss of 
both eyes, the monthly pension [compensation] shall be $371.” 

The above rates and all other rates of disability compensation authorized under 
Public, No. 2, 73d Congress, and the Veterans Regulations are applicable to 
veterans of the Spanish-American War group, World War I, World War II, and 
veterans of service on or after June 27, 1950, and prior to February 1, 1955. 
Such rates are also payable if the specific disabilities were incurred in line of duty 
as the direct result of armed conflict or while engaged in extrahazardous service, 
including service under conditions simulating war. Except as noted, the rates 
of compensation payable for disability incurred in peacetime service are 80 
percent of the wartime rates. 
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INCREASED COMPENSATION FOR CERTAIN DISABLED VETERANS 3 


It is noted that the title of H. R. 1614 refers only to increased compensation 
for the ‘‘loss or loss of use of an eye in combination with the loss or loss of use of 
alimb.” However, the bill, if enacted, would increase the compensation payable, 
independent of the basic percentage rates of compensation, for any combination 
of loss or loss of use of a creative organ, foot, or eye or combination of loss or loss 
of use of a creative organ, hand, or eye. The loss or loss of use of both hands or 
both feet or of one hand and one foot are combinations of disabilities generally 
recognized as causing total permanent disability which normally requires the 
regular aid and attendance of another person and is compensable under sub- 
paragraph (1) above mentioned at a monthly rate higher than the basic per- 
centage rate for total disability. 

Section 2 of H. R. 1614 provides that “any increased compensation because of 
a combination of blindness of one eye with another disability,” as therein author- 
ized, shall be effective as of the first day of the first month following the date of 
enactment. The bill does not specify an effective date for increased compensation 
as a result of the loss or loss of use of a creative organ in combination with the 
loss or loss of use of a hand or foot. 

Section 202 (3) of the World War Veterans’ Act, 1924, as amended (repealed by 
Public, No. 2, 73d Cong., March 20, 1933, and reenacted with limitations by 
Public, No. 141, 73d Cong., March 28, 1934) provides in pertinent part: 

“There shall be paid to any person who suffered the loss of the use of a creative 
organ or one or more feet or hands as the result of an injury received in the active 
service in line of duty between April 6, 1917, and November 11, 1918, compensation 
of $25 [now $47] per month, independent of any other compensation which may 
be payable under this Act * * *.’ 

It has been long established that the disjunctive provisions of section 202 (3) 
of the World War Veterans’ Act, 1924, as amended, preclude the payment of two 
statutory awards thereunder. Similar limiting provisions were contained in sub- 
paragraph (k), paragraph II, part I, Veterans Regulation No. 1 (a), as originally 
promulgated. Subparagraph (k) was amended by Public Law 182, 79th Congress, 
to authorize the payment of the additional amount for loss or loss of use of the 
body parts therein referred to in addition to the specific rates specified in sub- 
paragraphs (I) to (n), inclusive, and this amendment provided that the amounts so 
authorized shall be payable “for each such loss or loss of use.’’ However, no 
provision for the payment of additional compensation for more than one loss in 
the case of veterans in receipt of a basic percentage rate of compensation (author- 
ized under subpar. (a) to (j)) was included in Public Law 182. 

The basic rates of compensation for service-connected disability under the act 
of March 20, 1933, and the Veterans Regulations issued pursuant thereto, are 
based generally on the theory that the amount of compensation payable should 
be proportionate to the degree of disability resulting from injury or disease. The 
authorizing of special rates of compensation in excess of those prescribed according 
to the degree of disability involves a policy which is primarily for determination 
by the Congress. But it must be recognized that in the absence of a medical or 
~—< sound basis for such special awards they create inequities and are difficult to 
justify. 

The Veterans’ Administration does not have available data on which to base 
an estimate of the cost of H. R. 1614, if enacted. 

It is believed that the basic principle that the amount of compensation payable 
should be proportionate to the extent of disability is sound and that legislative 
proposals to make additional exceptions, if favorably acted upon, may contribute 
to adverse criticism and possible impairment of the compensation program. 
Accordingly, the Veterans’ Administratior is unable to recommend favorable 
consideration of H. R. 1614 by your committee. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time in which to ascertain from the Bureau of the Budget 
the relationship of the proposed legislation to the program of the President. 

Sincerely yours, 


JoHN 8. PATTERSON, 
Deputy Administrator 
(For and in the absence of the Administrator). 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
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(existing law proposed to be omitted is in black brackets; new matter 


is in italics; existing law in which no changes are proposed is shown in 
roman): : 


SupparaGcRaApa (k) or Paracrapa II, Part I, Veterans Recuiation No. 1 (a), 
as AMENDED 


(k) If the disabled person, as the result of service-incurred disability, has 
suffered the anatomical loss or loss of use of a creative organ, or one foot, or one 
hand, or blindness of one eye, having only light perception, the rate of compensa- 
tion therefor shall be $47 per month for each such loss or loss of use independent 
of any other compensation provided in part I, paragraph II, subparagraphs (a) 
to (j); and in the event of anatomical loss or loss of use of a creative organ, or 
one foot, or one hand, or blindness of one eye, having only light perception, in 
addition to the requirement for any of the rates specified in subparagraphs (I) to 
(n), inclusive, of part I, paragraph II, the rate of compensation shall be increased 
by $47 per month for each such loss or loss of use, but in no event to exceed $420 
per month. 

O 








84TH CoNGREss HOUSE OF REPRESENTATIVES { Report 


1st Session No. 878 





AUTOMATIC WAIVER OF INSURANCE PREMIUMS FOR 
CERTAIN VETERANS 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 1617] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 1617) to amend section 622 of the National Service Life Insur- 
ance Act of 1940, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


EXPLANATION OF THE BILL 


Under the provisions of section 622, added to the National Service 
Life Insurance Act of 1940, as amended by Public Law 23, 82d Con- 
gress (the Servicemen’s Indemnity and Insurance Act of 1951), ap- 
proved April 25, 1951, a veteran having either United States Govern- 
ment life insurance (World War I), or National Service life insurance 
(World War II), and who is in the service, may elect to have the pure 
insurance risk portion of a permanent-type policy premium waived, 
or in the case of a term policy, have the entire insurance premium 
waived. This is true in the case of those members of the service who 
elect to retain their insurance on this basis rather than take the pro- 
tection of the indemnity provided by Public Law 23. This waiver 
may be only instituted, however, upon an application in writing signed 
by the insured. 

Many individuals who had national service life insurance were 
either prisoners of war, missing in action, interned, captured, be- 
leaguered or otherwise in such a condition as to prevent their making 
application in writing for the waiver of this insurance premium. 

his bill is to correct the situation described above by providing that 
any insured, as provided in the Missing Persons Act, who has been 
in the status of missing, missing in action, interned, captured, be- 
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leaguered, or besieged at any time after April 25, 1951, and before 
April 26, 1952, shall be entitled to the waiver of premiums on term 
insurance and that portion of the permanent insurance premium 
which represents pure insurance risk. Application for this waiver 
must be made within 120 days after date of enactment of this clause or 
the date of his return to military jurisdiction, whichever is the later. 

Section 2 of the bill is a technical amendment of section 622 required 
by reason of the automatic waiver of premiums authorized under 
section 1. 

As indicated in the Veterans’ Administration report, there is no 
objection on the part of that agency to the favorable consideration of 
this measure. 

The report of the Veterans’ Administration follows: 

VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 18, 1956. 
Hon. Ourn E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Teacue: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 1617, 84th Congress, a bill to amend section 
622 of the National Service Life Insurance Act of 1940. 

H. R. 1617 is identical with H. R. 6928, 83d Congress, on which the Veterans’ 
Administration submitted a report to your committee under date of August 12, 
1954 (Committee Print No. 283), a copy of which is enclosed. The views 
expressed in the mentioned report on H. R. 6928 are equally applicable to H. R. 
1617, 84th Congress. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
HN S. PaTrTERSON 


Jon 
(For H. V. Higley, Administrator). 
{No. 283] 


CoMMITTEE ON VETERANS’ AFrFarrs, House oF REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., August 12, 1954. 
Hon. Epirn Nourse Roars, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mrs. Rocmrs: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 6928, 83d Congress, a bill to amend section 622 
of the National Service Life Insurance Act of 1940. 

Fxisting provisions of section 622 of the National Service Life Insurance Act 
of 1940, as amended, authorize, upon written application by the insured, a waiver 
of all premiums on 5-year level premium term national service or U nited States 
Government life insurance and that portion of any permanent insurance premiums 
representing the cost of the pure insurance risk becoming due after June 1, 1951, 
or the first day of the second calender month following entry into active service, 
whichever is the later date, and during the remainder of such continuous active 
service and 120 days thereafter. 

The bill, with respect to persons in the active service who were determined to 
have been in a missing or similar status (as provided in the Missing Persons Act, 
as amended) at any time after April 25, 1951, and before April 26, 1952, would 
(1) grant an automatic waiver of all 5-year term premiums due or paid after June 
1, 1951, and continue such waiver during the remainder of continuous active 
service and for 120 days thereafter, in the absence of a request in writing for termi- 
nation of such waiver; and (2) authorize a waiver for the same period of time of 
that portion of any permanent insurance frog ne the cost of the 
pure insurance risk which were due or paid after June 1, 1951, if (a) the insured 
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makes application for such waiver within 120 days after the date of enactment of 
the bill or the date of his return to military jurisdiction from such missing or 
similar status, whichever is the later date, or (b) if the insured dies or is declared 
dead while in such missing status or if the insured diss on or prior to the last day 
upon which he may apply for such waiver as set forth in (a) above. 

It is noted that in death cases under 2 (b) above, the bill would provide an auto- 
matic waiver of that portion of any permanent insurance premium representing 
the cost of the pure insurance risk for the periods indicated. Since the insurance 
will be nonparticipating during the period the automatie waiver is in effect the 
bill, if enacted, may in some cases adversely affect rights previously acquired 
under existing law. Dividends on a large percentage of permanent plan United 
States Government life-insurance policies are considerably larger than the cost 
of the pure insurance risk and it would not be to the insured’s advantage to have 
a portion of the premiums waived under section 622 of the act. Therefore, in 
dcath cases the automatic waiver provided by the bill may result in a reduction 
of benefits. To avoid this result, it is suggested that, if the bill be considered 
further, provision be made for excluding any policies from the automatic premium 
waiver where the amount of the dividend earned would exceed the amount of the 
premium waived. 

Under section 622 of the act, if the policy matures while subject to the premium 
waiver provision, liability for payment of benefits under such insurance is borne 
by the United States in an amount which, when added to any reserve of the policy 
at the time of maturity, will equal the then value of such benefits. This provision 
would be applicable to cases within the purview of the bill. Since nearly all of 
the deaths of persons covered by the bill are traceable to the extra hazards of 
military or naval service and are paid from the insurance appropriations, it is not 
believed that the additional cost of deaths to the Government of the bill, if enacted, 
would be heavy. There will probably be a few cases where insureds covered by 
the bill die after their return to military jurisdiction or separation from service 
from causes Other than extra hazards of military or naval service, However, 
there are no figures available upon which to base an estimate of such cost. 

As to administrative cost, the bill would require the processing of premium 
waivers, premium refunds to be calculated and made, recalculation of the period 
for which dividends have been paid, and recovery of overpayment of dividends, 
etc. It is not known how many persons who were missing, captured, etc., within 
the purview of the bill have Government life insurance. Accordingly, an accurate 
estimate of the amount of additional administrative cost cannot be made, although 
it is believed it would not be large. 

Should the bill be amended as suggested herein, the Veterans’ Administration 
would interpose no objection to its favorable consideration by the committee. 

Advice was received from the Bureau of the Budget with respect to a similar 
report on an identical bill, 8. 3009, 83d Congress, that there would be no objection 
to the presentation of the report to the committee. 

Sincerely yours, 
H. V. Hieiey, Administraior. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


Section 622 or Pusriic Law 801, 76TH CoNGrReEss, AS AMENDED 


Sec. 622. After the date of enactment of this section, any person while in 
active service for a continuous period in excess of thirty days who is insured 
under nations! service life insurance or United States Government life insurance 
shall be entitled, upon written application, to a waiver of all premiums on five- 
year level premium term insurance and that portion of any permanent insurance 
premiums representing the cost of the pure insurance risk, as determined by 
the Administrator, becoming due after the first day of the second calendar month 
following the date of enactment of this section, or the first day of the second 
calendar month following entry into active service, whichever is the later date, 
and during the remainder of such continuous active service and 120 days there- 
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after: Provided, That no premium shall be waived under this section for any 
period [prior to] before the date of application therefor, except that if the insured 
ts determined, as provided in the Missing Persons Act (56 Stat. 143), as amended, 
to have been in a status of missing, missing in action, interned, captured, bele red 
or besieged, at any time after April 25, 1951, and before April 26, 1952, (A) all 
premiums due or paid after June 1, 1951, on five-year level premium term insurance 
shall, during the period of such status and during the remainder of his continuous 
active service and one hundred and twenty days thereafler, be waived unless the insured 
requests in writing that this waiver be terminated; and (B) that portion of any perma- 
nent insurance premiums due or paid after June 1, 1951, ,whichrepresents the cost 
of the’ ptire insurance risk shall, during the iod of such status and during the 
remainder of his continuous active service and ons hundred and twenty days there- 
after, be waived if the insured applies therefor within one hundred sean twenty days 
after the date of enactment of this clause or the date of his return to military juris- 
diction, whichever is later, or if the insured dies or is declared dead while in such 
missing status or if the insured dies on or prior to the last day upon which he may 
apply for such waiver under this clause: Provided, That if the term of any five-year 
level premium term insurance on which premiums have been waived under this 
section expires while the insured is in active service, such term shall be auto- 
matically renewed for an additional five-year period and the premiums due at 
the then attained age shall be waived as provided above: Provided further, That 
{the election by an insured of the] premium waiver benefits [of] under this 
section [shall thereby] render [his] the contract of insurance nonparticipating 
during the period [such] a premium waiver is in effect: Provided further, That 
whenever benefits under such insurance become payable because of the maturity 
of such policy of insurance while the insured is in active service or within one 
hundred and twenty days thereafter, liability for payment of such benefits shall 
be borne by the United States in an amount which, when added to any reserve 
of the policy at the time of maturity, will equal the then value of such benefits 
under such policy. Where life contingencies are involved in the calculation of 
the value of such benefits, the caleulation of such liability or liabilities shall he 
based upon such mortality table or tables as the Administrator may prescribe 
with interest at the rate of 244 per centum per annum as to insurance issued under 
sections 620 and 621, at the rate of 3 per centum per annum as to other national 
service life insurance, and 344 per centum per annum as to United States Govern- 
ment lifeinsurance. The Administrator is authorized and directed to transfer from 
time to time from the national service life insurance appropriation to the National 
Service Life Insurance Fund and from the military and naval insurance appro- 
priation to the United States Government Life Insurance Fund such sums as 
may be necessary to carry out the provisions of this section. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 


No. 879 





CONTINUANCE OF NATIONAL SERVICE LIFE INSURANCE 
WITHIN 120 DAYS AFTER DISCHARGE 





June 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


{To accompany H. R. 1619] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 1619) to amend certain provisions of the Servicemen’s Indem- 
nity Act of 1951, having considered the same, report favorably thereon 
with an amendment and recommend that the bill, as amended, do pass. 

The amendment is as follows: 

Beginning on page 2, line 6, strike out all of section 2 and insert 
in lieu thereof the following: 


Sec. 2. The last sentence of Section 5 of the Servicemen’s Indemnity Act of 
1951 (part [, Public Law 23, Eighty-second Congress), is amended, effective 
April 25, 1951, to read as follows: ‘““Waiver of premiums and total disability 
income benefits otherwise authorized under the National Service Life Insurance 
Act of 1940, as amended, or the World War Veterans’ Act, 1924, as amended, 
shall not be denied in any case of issue or reinstatement of insurance on a per- 
manent plan under this section in which it is shown to the satisfaction of the 
Administrator that total disability of the applicant commenced prior to the date 
of his application. The cost of premiums waived and total disability income 
benefits paid by virtue of the preceding sentence and the excess mortality cost 
in any case where the insurance matures by death from such total disability shall 
be borne by the United States and the Administrator is authorized and directed 
to transfer from time to time from the National Service Life insurance appro- 
priation to the National Service Life Insurance Fund and from the Military 
and Naval Insurance appropriation to the United States Government Life 
Insurance Fund such sums as may be necessary to reimburse the funds for such 
costs. 


EXPLANATION OF THE BILL 


The Servicemen’s Indemnity Act of 1951 (pt. 1, Public Law 23, 
82d Cong., approved April 25, 1951) provides free indemnity protec- 
tion for 120 days after release from active service. 

Under section 5 of the Servicemen’s Indemnity Act any person in 
the active service having insurance on the 5-year level premium term 
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plan, the term of which expires while the person is in the active service 
after April 25, 1951, may replace such insurance at any time within 
the 120-day period after separation from service during which he is 
covered by indemnity protection. However, if the insurance expires 
after separation from service, even though within the 120-day period 
of indemnity coverage, it may not be replaced. Section 1 of the bill 
would amend section 5 of the Indemnity Act to correct what appears 
to have been an oversight in the basic law. 

The bill as reported by the committee would assure that those cases 
in which the 5-year term period expired during the 120-day period 
after discharge and such period has now elapsed, would have 120 
days within which to replace their term insurance, if application is 
made within 120 days after enactment of the bill. 

Section 2 of the bill would amend the last sentence of section 5 of 
the Servicemen’s Indemnity Act to provide, with respect to waiver of 
premiums and total disability income benefits on permanent plan 
insurance issued or reinstated under that section, that in cases where 
the total disability commenced prior to the date of application the 
Government shall bear the cost of premiums waived, the total dis- 
ability benefits paid, and the excess mortality costs in such cases. 

As indicated in the report of the Veterans’ Administration neither 
section 1 nor section 2 of the bill would create any great additional 
cost to the Government. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D, C., May 26, 1955. 
Hon. Our E, Teacue, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Teacve: This is in reply to your request for a report by the Veterans’ 
Administration on H. R. 1619, 84th Congress, a bill to amend certain provisions 
of the Servicemen’s Indemnity Act of 1951. 

The principal purposes of the bill are (1) to provide for replacement of 5-year 
level premium term insurance, the term of which expires within 120 days after 
discharge from service after April 25, 1951; and (2) to provide that the United 
States shall bear the excess losses resulting from the issue or reinstatement of 
Insurance, without medical examination, under section 5 of the Servicemen’s 
Incemnity Act. It is noted that the bill would also grant an additional period of 
1:0 days after its enactment within which term insurance expiring while the 
insured was in active service could be replaced. 

The Servicemen’s Indemnity Act of 1951 (pt. I, Publie Law 23, 82d Cong., 
approved April 25, 1951) provides for the payment of a free indemnity in the 
maximum amount of $10,000, reduced by the amount of any national service 
life insurance or United States Government life insurance in force at the time of 
death, for death in active service on or after June 27, 1950, or within 120 days 
after release from such service if called to active service for a period exceeding 
30 days, and under other specified conditions. 

Section 5 of the Servicemen’s Indemnity Act provides, in part, that any person 
in the active service, who is insured under a permanent plan of national service 
life insurance or United States Government life insurance, may elect to surrender 
such contract for its cash value, and within 120 days after separation from active 
service be granted, without medical examination, the same type, plan, and amount 
of insurance so surrendered, or may reinstate such insurance upon payment of 
the required reserve and the premium for the current month. Any person in 
the active service having insurance on the 5-year level premium term plan, the 
term of which expires while the person is in active service after April 25, 1951, 
may, upon application made within 120 days after separation from service, pay- 
ment of premiums and evidence of good health satisfactory to the Administrator, 
be granted an equivalent amount of insurance on the 5-year level premium term 
— at the rate for his then attained age. Waiver of premiums under the Na- 

ional Service Life Insurance Act of 1940, as amended, may not be denied in any 
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case of issue or reinstatement of insurance on a permanent plan under this section 
in which it is shown to the satisfaction of the Administrator that total disability 
of the = 9 ee eommenced prior to the date of his application. 

It will be noted from the above that present law limits replacement of expired 
term insurance to that which expires while the insured is in the active service. 
Section 1 of the bill would amend section 5 of the Servicemen’s Indemnity Act to 
permit replacement of such insurance which expires within 120 days after discharge 
from service. Enactment of this provision would, to this extent, correct what 
appears to have been an oversight in the basic law. To assure an opportunity 
for those cases in which the term expired during the 120-day period and such 
period has now elapsed, the bill would authorize an application for new term 
insurance Within 120 days after enactment of the bill. However, there appears 
to be no justification for granting an additional 120-day period for those cases in 
which the insurance expired during service. 

Although section 2 of the bill is intended to relieve the national service life 
insurance fund and the United States Government life insurance fund of excess 
losses resulting from the issue or reinstatement of insurance, without medical 
examination, under section 5 of the Servicemen’s Indemnity Act, it would not 
be possible in all cases without a physical examination to determine the condition 
of the insured’s health at the time the insurance is issued or reinstated, for the 
purpose of fixing future liability on the funds or the appropriations. There will 
be some cases in which the Veterans’ Administration from the evidence filed in 
connection with a claim, or from compensation or military records, can determine 
whether the injury or disease which resulted in total permanent disability or death 
of the insured existed at the time the insurance was issued or reinstated, but there 
will undoubtedly be other cases where no such determination can be made. 
In such latter cases, there would be no factual basis for charging losses to the 
appropriation rather than to the national service life insurance fund or the United 
States Government life insurance fund. In any event, it is probable that a large 
percentage of disabled persons so insured within 120 days following discharge 
may be suffering from a disability that is traceable to the extra hazards of military 
or naval service. In such cases existing provisions of law would relieve the trust 
funds of the liability arising from insuring impaired lives. 

On the other hand, with respect to waiver of premiums and total disability 
income benefits in cases of issue or reinstatement of insurance where it is shown 
that the total disability commenced prior to date of application, the liability 
incurred from the impaired risks is at once ascertainable and properly should not 
be chargeable to the trust funds in any case. Similarly, the excess mortality cost 
where the insurance matures by death from such total disability should be borne 
by the appropriation. It would therefore be preferable, and the Veterans’ Ad- 
ministration so recommends, that section 2 of the bill be redrafted so as to amend 
the last sentence of section 5 of the act to read: 


“Waiver of premiums and total disability income benefits otherwise authorized 
under the National Service Life Insurance Act of 1940, as amended, or the World 
War Veterans’ Act, 1924, as amended, shall not be denied in any case of issue or 
reinstatement of insurance on a permanent plan under this section in which it is 
shown to the satisfaction of the Administrator that total disability of the applicant 
commenced prior to the date of his application. The cost of premiums waived 
and total disability income benefits paid by virtue of the preceding sentence and 
the excess mortality cost in any case where the insurance matures by death from 
such total disability shall be borne by the United States and the Administrator 
is authorized and directed to transfer from time to time from the national service 
life insurance appropriation to the national service life insurance fund and from 
the military and naval insurance appropriation to the United States Government 
life insurance fund such sums as may be necessary to reimburse the funds for such 
costs.” 

If the bill is enacted, section 1 would create little or no cost to the Government. 
As to section 2, with respect to the United States bearing the excess losses resulting 
from issue or reinstatement of insurance under section 5 of the Servicemen’s 
Indemnity Act, without medical examination, there are no data available upon 
which to base an estimate of such losses that would be chargeable to the appro- 
priations, but it is believed they would not be great whether section 2 is enacted 
in its present form or as recommended above. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time in which to ascertain from the Bureau of the Budget 
the relationship of the proposed legislation to the program of the President. 

Sincerely yours, 


H. V. Hiciey, Administrator. 
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RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italic; existing law in wlich no changes 
are proposed is shown in roman): 

















































H. R. 1619, as Inrropucep 





Section 5 of Public Law 23, 82d Congress, as amended 


Sec. 5. The automatic ‘ndemnity coverage authorized by section 2 shall apply 
to any person in the active service of the named Armed Forces who, upon death 
in such active service, or within one hundred and twenty days after separation or 
release from such active service as prescribed in section 2, is insured against such 
death under a contract of national service life insurance or United States Govern- 
ment life insurance, but only with respect to a principal amount of indemnity 
equal to the difference between the amount of insurance in force at the time of 
death and $10,000. Any person in active service, who is insured under a perma- 
nent plan of national service life insurance or United States Government life 
insurance, may elect to surrender such contract for its cash value. In any such 
case the person, upon application in writing made within one hundred and twenty 
days after separation from active service, may be granted, without medical exam- 
ination, permanent plan insurance on the same plan not in excess of the amount 
surrendered for cash, or may reinstate such surrendered insurance upon payment 
of the required reserve and the premium for the current month. Any person 
Lin the active service] having United States Government life insurance or national 
service life insurance on the five-year level premium term plan, the term of which 
expires while such person is in active service after [the date of this enactment,] 
April 25, 1951, or within one hundred and twenty days after separation from such 
active service, shall, upon application made within one hundred and twenty days 
after separation from service, or the enactment of this amendment whichever be later, 
payment of premiums and evidence of good health satisfactory to the Administra- 
tor, be granted an equivalent amount of insurance on the five-year level premium 
term plan at the premium rate for his then attained age. Waiver of premiums 
under the National Service Life Insurance Act of 1940, as amended, shall not be 
denied in any case of issue or reinstatement of insurance on a permanent plan 
under this section in which it is shown to the satisfaction of the Administrator 
that total disability of the applicant commenced prior to the date of his appli- 
cation. The United States shall bear the excess losses resulting from the regranting 
or reinstating of insurance under this section without medical examination, as such 
losses may be determined by the Administrator. 


H. R. 1619, as AMENDED 
Section 5 of Public Law 23, 82d Congress, as amended 





Sec. 5. The automatic indemnity coverage authorized by section 2 shall apply 
to any person in the active service of the named Armed Forces who, upon death 
in such active service or within one hundred and twenty days after separation or 
release from such active service as prescribed in section 2, is insured against such 
death under a contract of national service life insurance or United States Govern- 
ment life insurance, but only with respect to a principal amount of indemnity 
equal to the difference between the amount of insurance in force at the time of 
death and $10,000. Any person in active service who is insured under a per- 
manent plan of national service life insurance or United States Government life 
insurance, may elect to surrender such contract for its cash value. In any such 
case the person, upon application in writing made within one hundred and twenty 
days after separation from active service, may be granted, without medical 
examination, permanent plan insurance on the same plan not in excess of the 
amount surrendered for cash, or may reinstate such surrendered insurance upon 
payment of the required reserve and the premium for the current month. Any 
person [in the active service} having United States Government life insurance 
or national service life insurance on the five-year level premium term plan, the 
term of which expires while such person is in active service after [the date of this 
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enactment, ] April 25, 1951, or within one hundred and twenty days after separation 


from such active service, shall, upon application made within one hundred and 


twenty days after separation from service, or the enactment of this amendment, 
whichever be the later, payment of premiums and evidence of good health satis- 
factory to the Administrator, be granted an equivalent amount of insurance on 
the five-year level premium term plan at the premium rate for his then attained 
age. Waiver of premiums and total disability income benefits otherwise authorized 
under the National Service Life Insurance Act of 1940, as amended, or the World 
War Veterans’ Act, 1924, as amended, shall not be denied in any case of issue or 
reinstatement of insurance on a permanent plan under this section in which it is 
shown to the satisfaction of the Administrator that total disability of the applicant 
commenced prior to the date of his application. The cost of premiums waived 
and total disability income benefits paid by virtue of the preceding sentence and the 
excess mortality cost in any case where the insurance matures by death from such total 
disability shall be borne by the United States and the Administrator is authorized 
and directed to transfer from time to time from the National Service Life Insurance 
appropriation to the National Service Life Insurance Fund and from the Military 
and Naval Insurance appropriation to the United States Government Life Insurance 
Fund such sums as may be necessary to reimburse the funds for such costs. 


O 
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FORWARDING OF VETERANS’ ADMINISTRATION BENEFIT 
CHECKS 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Treacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 1821] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 1821) to provide that checks for benefits provided by laws 
administered by the Administrator of Veterans’ Affairs may be 
forwarded to the addressee in certain cases, having considered the 
same, report favorably thereon without amendment and fecommend 
that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of this bill is to permit the forwarding of Veterans’ 
Administration checks for pension, compensation, insurance, or other 
allowances or benefits provided for by laws administered by the 
Veterans’ Administration to the addressee in certain cases. 

Under existing Jaw, the Post Office Department must return to 
the Veterans’ Administration checks for pension, compensation, 
insurance, or other allowances or benefits administered by the Veter- 
ans’ Administration where the payee has moved or the payee is a 
widow believed by the person delivering the mail to have remarried 
unless the mail is addressed in the name which the widow acquired a“ 
remarriage. The Post Office Department may not forward a chec 
under any circumstances even though a regular change of address has 
been filed at the post office. 

This is a requirement which is peculiar to benefits administered by 
the Veterans’ Administration and is by no means general in applica- 
tion. For example, checks for social-security benefits may be for- 
warded if the addressee has moved and filed a regular change of address 
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notice. In fact, the envelopes containing social-security checks bear 
the following notation: 


Postmaster: PLEASE FORWARD if addressee has moved and filed a regular 
change of address notice. If addressee is deceased, return the letter with date 
of death, if known. 


It is difficult to see why a distinction is drawn between checks 
going to social-security claimants and those going to Veterans’ Ad- 
ministration claimants. Both are negotiable instruments, both are 
drawn on the Treasury of the United States. If there is a danger of 
fraud or delivery to an unauthorized person in one case the danger 
must also exist in the other case. Since the Social Security Adminis- 
tration is apparently satisfied with the system which it uses and has 
not asked the Congress to change the law, it may be assumed that the 
system is working well. 

The enactment of this legislation would not require any additional 
appropriation of Federal funds and it is possible that considerable 
savings might be achieved in reducing the administrative costs both 
in the Veterans’ Administration and in the Treasury Department. 

The reports of the Veterans’ Administration and other Government 
agencies on an identical bill introduced in the 83d Congress follow: 


VETERANS’ ADMINISTRATION, 
OrFicrE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 10, 1956. 
Hon. Ouin E. Teacusn, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Treacus: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 1821, 84th Congress, a bill to provide that 
checks for benefits provided by laws administered by the Administrator of Veter- 
ans’ Affairs may be forwarded to the addressee in certain cases. 

H. R. 1821 is identical with H. R. 10008, 83d Congress, on which the Veterans’ 
Administration submitted an unfavorable report to your committee under date of 
November 12, 1954 (Committee Print No. 298), a copy of which is enclosed. The 
views expressed in the mentioned report on H. R. 10008 are equally applicable to 
H. R. 1821, 84th Congress. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
H, V. Hictey, Administrator. 


[No. 298] 
ComMITTEE ON VETERANS’ Arrarrs, House oF REPRESENTATIVES 


VeTEeRANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., November 12, 1954. 
Hon. Evirx Nourse RocGers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C, 

Dear Mrs. Rocers: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 10008, 83d Congress, a bill to provide that 
checks for benefits provided by laws administered by the Administrator of 
Veterans’ Affairs may be forwarded to the addressee in certain cases 

The purpose of the bill is to eliminate the requirement in existing law that 
checks in payment of pension, compensation, insurance, or other allowances or 
benefits provided for under laws administered by the Veterans’ Administration 
must in every case be returned by the postmaster if the addressee has moved. 
To accomplish this purpose the bill provides that the envelope or cover of each 
such check shall bear on the face thereof the following notice: ‘‘Postmaster: 
Please forward if addressee has moved and filed a regular change-of-address 
notice. If addressee is deceased, return the letter with date of death, if known.” 
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The existing law pertaining to the handling of checks for benefits administered 
by the Veterans’ Administration is contained in section 3 of the act of August 
17, 1912, as amended by section 1 of the act of June 3, 1936 (38 U. S. C. 50). 
Prior to the 1936 amendment the mentioned law prohibited the forwarding of 
checks by the Post Office Department where the addressee had moved, but it 
was limited to checks in payment of pension. It was, however, the view of the 
Veterans’ Administration that a uniform procedure was desirable and that for 
the protection of the beneficiary as well as the Government the prohibition 
against forwarding checks should apply to checks in payment for any benefit 

ministered by the agency. Accordingly, at the suggestion and with the cooper- 
ation of the Veterans’ Administration, the Treasury Department submitted 
proposed legislation to accomplish this purpose, resulting in the enactment of the 
amendatory act of June 3, 1936. 

As your committee is aware, the Veterans’ Administration is charged by law 
with rendering service to veterans and their dependents under the laws enacted 
for their benefit. Such service involves more than pure ministerial functions in 
that there is a need to maintain a close and continuing contact with the veteran 
or other beneficiary in order to assure that he is receiving directly and promptly 
the benefit to which he may be entitled and, on the other hand, to avoid undue 
delay in discontinuing payments from the Government when entitlement ceases. 
It is believed that the existing provisions of law on the subject of safeguarding 
the handling of checks are consistent with this responsibility. 

The enactment of H. R. 10008 would increase the possibility of unauthorized 
persons obtaining Government checks and fraudulently negotiating them. Under 
the bill the Veterars’ Administration would receive no notice of the change of 
address nor would it have a record of the address to which the check had been 
delivered. It would appear that any inconvenience that may now be experienced 
by certain veterans who fail to receive their monthly check by reason of their 
having moved to another address could readily be overcome by submitting to 
the Veterans’ Administration directly a notice of the change of address at the 
same time it is presented to the Post Office Department. 

The Veterans’ Administration has no data upon which to estimate the cost or 
savings that might result from enactment of the bill. While it appears that 
there would be some administrative savings in the handling and processing of 
returned checks, it is believed that such savings would be offset by the difficulty 
in communicating with the veteran whose change of address is not of record and 
the increased cost that might be involved in the handling of claims for fraudu- 
lently negotiated checks. 

In view of the foregoing, I recommend against the favorable consideration of 
H. R. 10008 by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
J. C. PaLMer 
(For and in absence of H. V. Higley, Administrator), 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, September 21, 1954. 
Hon. Epvirx Nourse Rocers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 

Dear Mrs. Roacers: Reference is made to your letter of July 26, 1954, ac- 
knowledged by telephone July 28, requesting the comments and recommendations 
of the General Accounting Office relative to the provisions of H. R. 10008, 83d 
Congress, 2d session, entitled ‘‘A bill to provide that checks for benefits provided 
by laws administered by the Administrator of Veterans’ Affairs may be forwarded 
to the addressee in certain cases.” 

The proposed legislation would eliminate the requirements that the Post Office 
Department return to the Veterans’ Administration checks drawn for pensions, 
compensation, insurance, or other allowances or benefits administered by that 
Administration where the payee has moved or the payee is a widow believed by 
the person delivering the mail to have remarried unless the mail is addressed in the 
name which the widow acquired by remarriage. 

Section 3 of the act of August 17, 1912 (37 Stat. 312), was reenacted by section 
1 of the act of June 3, 1936 (49 Stat. 1396), for the specific purpose of incorporating 
into the act the two requirements proposed to be eliminated by this bill. It is 
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stated in House Report No. 2143, 74th Congress, 2d session, on H. R. 9496 
(enacted as said amendment of June 3, 1936) that it is of the highest importance 
that all proper safeguards be established to see that the payments reach only the 
beneficiaries for whom they are intended. Such safeguards are just as important 
today as they were at that time. 

The present requirements reduce the possibility of delivery of checks to un- 
authorized persons and enhance the possibility of making timely termination of 
benefit payments to payees upon a change in their status, especially where the 
payees change their address while under hospital care at Government expense, 
or upon discontinuance of a course of education, or where a widow remarries, or 
in any other case where the payee’s right to the benefit payment is affected. 
A beneficiary, upon such change of status and with knowledge that his right to 
further benefit payments terminates, may file a regular change of address notice 
with the Post Office Department, thereby younieing any benefit payment check 
to be forwarded to him under the provisions of H. R. 10008. The continued 
receipt of benefit payments would afford him an opportunity to conceal his 
change of status, which would be denied him under the present procedures. 

Undoubtedly, the enactment of the pro legislation would serve to decrease 
certain administrative costs in both the Treasury Department and the Veterans’ 
Administration, but such savings would be negligible in comparison with the risk 
which would be assumed by the Government under the proposal. The control 
over benefit payments inherent in the present requirements is essential to the 
interests of the United States and saves not only the expense of making payments 
to many unauthorized persons, but also the much greater expense incurred in 
recovering the amounts of such erroneous payments. 

Accordingly, the General Accounting Office strongly recommends against 
ere consideration of proposed legislation similar to H. R. 10008, 83d 

ngress. 

Sincerely you 
an Frank H. Werrtzet, 
Acting Comptroller General of the United States. 


Executive OFFICE OF THE PRESIDENT, 
BurEAU OF THE BupGeET 
Washington 25, D. C., December 2, 1954. 
Hon. Evita Nourse Rogers, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mrs. Rocers: This is in reply to your letter of July 26, 1954, request- 
ing the views of this Office with respect to H. R. 10008, a bill to provide that checks 
for benefits provided by laws administered by the Administrator of Veterans’ 
Affairs may be forwarded to the addressee in certain cases. 

The bill provides for the forwarding of Veterans’ Administration benefit checks 
by the postmaster where the addressee has filed a change-of-address notice, 
rather than returning them to the agency as at present. 

Your committee has received reports from the Veterans’ Administration and 
the General Accounting Office raising two principal objections to H. R. 10008: 

(1) Through increasing the possibility of delivering checks to the wrong 
addressee, it would tend to increase the possibility of fraud in the negotiation 
of these checks. 

(2) An important incentive for beneficiaries to keep the Veterans’ Admin- 
istration advised of their whereabouts would be removed with the conse- 
quence that changes in the status of beneficiaries affecting their eligibility 
would be more difficult to discover. : 

While the savings in administrative cost which would be achieved by the bill is 
an important consideration, it is the view of the Bureau of the Budget that the 
indirect adverse effects of the bill referred to by the General Accounting Office and 
the Veterans’ Administration are of sufficient consequence to justify continuing 
the existing arrangement of returning checks to the Veterans’ Administration 
when the addressee has moved. 

Accordingly the Bureau of the Budget recommends against the favorable con- 
sideration of this legislation. 


Sincerely yours, ’ . 
Donaup R. Betcuer, Assistant Director. 
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TREASURY DEPARTMENT, 

Washington, December 3, 1954. 
Hon. Epirn Nourse Rocers 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


My Dear Mrs. Rocers: Reference is made to your request for the views of 
this Department on H. R. 10008, to provide that checks for benefits provided by 
laws administered by the Administrator of Veterans’ Affairs may be forwarded 
to the addressee in certain cases. 

The pro legislation would change the existing provision of law which 
prohibits the forwarding by postmasters of envelopes containing checks in pay- 
ment of veterans’ pension, compensation, insurance, etc., in cases where the 
addressee has died or changed his place of residence, so as to permit the forwarding 
of such checks if the addressee has filed a change of address notice. 

Enactment of the proposed bill might result in a reduction of the work of 
handling returned checks. On the other hand, the incidence of fraud with 
respect to such checks might be increased. The extent to which either of these 
contingencies would actually occur cannot be foreseen, but it does not appear that 
the net effect on the Treasury of the enactment of the bill would be significant 
in any important degree. 

While the Treasury Department would not object to the enactment of the bill, 
the Department feels that its subject matter is of primary concern to the Veterans’ 
Administration. In that connection, it is noted from the final calendar of your 
committee for the 83d Congress that a report on the bill has been requested from 
the Administrator of Veterans’ Affairs. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this report to your committee. 

Very truly yours, 
M. B. Fotsom, 


Acting Secretary of the Treasury. 
RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


Section 3 or Pusriic Law No. 271, 62p Conaress, Aucust 17, 1912, 
as AMENDED 


Pensions, compensation, insurance, or other allowances or benefits provided 
for by laws administered by the Veterans’ Administration shall be paid by checks 
drawn, pursuant to certification by the Administrator of Veterans’ Affairs, by 
the Division of Disbursement of the Treasury Department in such form as to 
protect the United States against loss, without separate vouchers or receipts, 
and payable by the Treasurer of the United States, except in any case in which 
the Administrator of Veterans’ Affairs may consider a voucher recessary for the 
protection of the Government. Such checks shall be transmitted by mail to 
the payee thereof at his last-known address [, and the envelope or cover thereof 
may bear an appropriate notice of the prohibition hereafter set forth in this 
section], and if he has moved and filed a regular change of address notice with the 
Post Office Department, shall be forwarded to him. The envelope or cover of each 
such check shall bear on the face thereof the following notice: “POSTMASTER: 
PLEASE FORWARD if addressee has moved and filed a regular change-of-address 
notice. If addressee is deceased, return the letter with date of death, if known.” 

Postmasters, delivery clerks, letter carriers, and all other postal employees are 
prohibited from delivering any mail addressed by the United States bearing such 
notice and containing any such check (except that in the case of checks in payment 
of allowances and benefits other than pensions, compensation, or insurance, the 
prohibition shall apply only insofar as the Administrator of Veterans’ Affairs 
deems it necessary to protect the United States against loss), to any person 
whomsoever, if the addressee has died [or removed], or in the case of a widow 
believed by the postal employee intrusted with the delivery of such mail to have 
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remarried (unless such mail is addressed by the United States in the name which 
the widow shall have acquired by remarriage); and the tmaster in every such 
case shall forthwith return such mail with a statement of the reasons for so doing 
and if because of death or remarriage, the date thereof, if known. Checks returned 
as herein provided on account of death or remarriage shall be canceled. 


Sections 4764, 4765 anp 4767 or tHe Revisep Statutes 


[Sec. 4764. Within fifteen days immediately preceding the fourth day of 
March, June, September, and December in each year, the several agents for the 
payment of pensions shall prepare a quarterly voucher for every person whose 
pension is payable at his agency, and transmit the same by mail, directed to the 
address of the pensioner named in such voucher, who, on or after the fourth day 
of March, June, September, and December next succeeding the date of such 
voucher, may execute and return the same to the agency at which it was pre- 
pared, and at which the pension of such person is due and payable.] 

{Sec. 4765. Upon the receipt of such voucher, properly executed, and the iden- 
tity of the pensioner being established and proved in the manner prescribed by 
the Secretary of the Interior, the agent for the payment of pensions shall immedi- 
ately draw his check on the proper assistant treasurer or designated depositary 
of the United States for the amount due such pensioner, payable to his order, and 
transmit the same by mail, directed to the address of the pensioner entitled thereto; 
but any pensioner may be required, if thought proper by the Commissioner of 
Pensions, to appear personally and receive his pension. ] 

(Sec. 4767. The Rcommner of the Interior shall cause suitable blanks for the 
vouchers mentioned in section forty-seven hundred and sixty-four to be printed 
and distributed to the agents for the payment of pensions, upon which he shall 
cause a note to be printed informing pensioners of the fact that hereafter no pen- 
sion will be paid, except upon the vouchers issued as herein directed.] 
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POSTPONEMENT FOR TWELVE MONTHS OF REDUCTION 
FORMULA APPLICABLE TO INSTITUTION ON FARM 
TRAINING 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 4006} 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 4006) to amend the Veterans’ Readjustment Assistance Act 
of 1952 to provide that education and training allowances paid to 
veterans pursuing institutional on-farm training shall not be reduced 
for 12 months after they have begun their training, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


EXPLANATION OF THE BILL 


Section 232 (d) of Public Law 550 of the 82d Congress, the Veterans’ 
Readjustment Assistance Act of 1952 (Korean GI bill of rights) 
provides an education and training allowance of $95 a month if the 
veteran has no dependents, $110 a month if he has 1 dependent, or 
$130 a month if he has more than 1 dependent, where the veteran is 
taking institutional on-farm training. The same section provides 
that the rate of education and training allowance indicated above 
shall be reduced at the end of each 4-month period by an amount 
which bears the same ratio to $65 a month if the veteran has no 
dependent, $80 a month if he has 1 dependent, or $100 a month if he 
has more than 1 dependent, as 4 months bears to the total duration 
of the veteran’s institutional on-farm training. The monthly rates 
which a veteran with 2 dependents pursuing a 36-month course 
receives under the present law and which he would receive under the 
bill are indicated in the table below: 


55006 
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POSTPONE FOR 12 MONTHS REDUCTION FORMULA 








Public Law Public Law 
P . H. RB. 4006, H. R. 4006, 
Months in training 550, 82d 1 Months in training 550, 82d 
Cong. 84th Cong. Cong. S4th Cong. 





Loa hinais indies inalenac $130 $0 Don ancencccetnns’ 
B06 Bo eck ccccwesss 118 130 || 25 to 28..............- 63 72 
O00 Tb cccccencccpence 107 130 || 29 $0 32..............- 52 58 
1B DW 16.0.0 cen cases 6 115 || 33 to 36.........-...-- 41 44 
BF GO BD. winceceocnnnen 85 101 























Norte.—For simplicity in presentation, only the dollar amounts are shown. 


It has been found that during the first year of training the reductions 
at the end of each 4 months are unrealistic from the standpoint of 
crop cycles or animal production, since such reductions come before 
the first crop is sold. It is for that reason that the committee has 
recommended this bill which does not repeal the reduction formula 
but simply postpones its operation for the first 12 months. This gives 
the veteran an opportunity to complete one full cycle of crop or animal 
production before his allowance will be reduced. 


The following quotation from the report of the Veterans’ Adminis- 
tration is indeed significant: 


The Veterans’ Administration during the last 2 years has reviewed the general 
question of the income which might be anticipated by institutional on-farm 
trainees during their first year of farming operation. This matter has also been 
a matter of special interest to the Administrator’s Advisory Committee established 
under section 262 of Public Law 550. 

Farming operations do not present a uniform pattern with respect to the timing 
of ‘‘money crops.” At one extreme there is a situation represented by certain 
types of farming (such as cotton) where the realization of all farm income is 
anticipated at the end of an annual cycle, while at the other extreme certain types 
of farming (such as dairying and poultry raising) may be expected to afford a 
more or less constant income throughout the year. Between these extremes 
there is the diversified type of farming in which income is obtained at different 
times (usually in 3 or 4 different months) throughout the year. The program 
which is developed individually for each trainee encourages diversification and, 
whenever feasible for the particular farm (as indicated by the farm management 
principles involving the most advantageous use of the existing land, labor, and 
capital), endeavors to include different crop and livestock enterprises which 
provide an income at different times of the year. Overall, however, it appears 
that, absent substantial income from enterprises such as dairying or poultry 
raising, the institutional on-farm trainees cannot anticipate cash income from their 
farms until the end of a crop or marketing cycle, which in many instances is near 
the end of their first year of training. Moreover, even where such enterprises 
as dairying and poultry raising constitute a major source of income, the veteran- 
trainee, in most instances, realizes very little increase in income as the result of 
training until the end of the first year. 

From the foregoing, it would appear that the institutional on-farm trainee is 
situated unfavorably in comparison with the apprentice or other classes of on-job 
trainee who receive their income regularly in the form of wages and normally 
can look forward to increases during the initial year of training. Therefore, some 
adjustment of the reduction formula for institutional on-farm trainees may be 


warranted. 

The cost of the bill indicated by the Veterans’ Administration for 
the first year will be approximately $3,500,000. Thereafter it is 
estimated that the cost would be in fiscal year 1957, $4 million; in 
fiscal year 1958, $4 million; in fiscal year 1959, $3,500,000; and in fiscal 
year 1960, $3 million. The cost would be progressively less in ensuing 
years until the termination of the program. 

This bill would take effect on the first day of the second calendar 
month which begins after the date of its enactment. However, for 
the purposes of computing education and training allowances to be 
paid after the effective date, the bill shall be deemed to have been in 
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effect since July 16, 1952. Thus, for example, a man now in his 14th 
month of trai and receiving $96 would have such rate increased to 
$115 and thereafter ry in accordance with the new formula. Like- 


wise, @ veteran who had interrupted his ina would, upon reenter- 


ing the program, receive the new rates provided in this proposal. In 
neither case would retroactive adjustments be made for the time 
spent in mane — to the effective date of the bill. 

The report of the Veterans’ Administration favoring the enactment 
of this bill follows: 

VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., April 6, 1955. 
Hon. Outn E. Teacur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacuz: This will refer to your request for a combined report from 
the Veterans’ Administration with respect to the following bills: 

H. R. 368, 84th Congress, a bill to amend the Veterans’ Readjustment Assist- 
ance Act of 1952 to eliminate the requirements that education and training allow- 
ances payable to veterans pursuing institutional on-farm training under that act 
be periodically reduced; 

H. R. 369, 84th Congress, a bill to remove the automatic periodic reduction of 
the education and training allowances of veterans pursuing on-the-job training 
or institutional on-farm training under the Veterans’ Readjustment Assistance 
Act of 1952; and 

H. R. 589, H. R. 3138, and H. R. 4006, identical 84th Congress bills, to amend 
the Veterans’ Readjustment Assistance Act of 1952 to provide that education 
and training allowances paid to veterans pursuing institutional on-farm training 
shall not be reduced for 12 months after they have begun their training. 

The purposes of these measures are indicated by their titles. All bills would 
amend section 232 (d) of the Veterans’ Readjustment Assistance Act of 1952 
(Public Law 550, 82d Cong.), and in addition H. R. 369 would amend section 
232 (c) of that act. An addendum to this report sets forth the text of these two 
subsections as they would be amended by each of the subject bills, 

Subsections 232 (c) and 232 (d), Public Law 550, establish the rates of educa- 
tion and training allowances for apprenticeship and other training on the job, 
and for institutional on-farm training, respectively. Both subsections provide 
for such allowances to be reduced at the end of each 4-month period as the vet- 
eran’s training eenarean by an amount which shall bear the same ratio to the 
basic training allowance (with resi to institutional on-farm training a $30 a 
month tuition factor is exempted from reduction) as 4 months bears to the total 
duration (as therein defined) of the veteran’s training program. In addition to 
this so-called reduction formula, subsection 232 (c) preven a ceiling of $310 per 
month on the combined rate of the education and training allowance and the 
income from productive labor (performed as part of his course) which a veteran 
pursuing an apprenticeship or other on-job program may receive. 

The reduction formulas of Public Law 550 are best understood against the 
background of the comparable provision of the World War II education and 
training program (title II, Servicemen’s Readjustment Act of 1944, as amended) 
for limiting the governmental assistance in the cases of trainees earning income 
from productive labor. The 1944 act provided express discretionary authority 
in the Administrator to pay lesser amounts than the basic rates for subsistence 
allowance in the cases of persons pursuing their courses on a part-time basis or 
receiving compensation for productive labor as part of their apprentice or other 
training on the job. Pursuant to this authority, there was established admin- 
peerieb a requirement with respect to such on-job training situations, limiting the 
combined rate of subsistence allowance and trainee wage to an amount which 
did not exceed the entrance salary of a trained journeyman in the particular 
occupation or trade. This administrative limitation was later supplemented by 
a “ceiling provision,” added to the law by Public Law 679, 79th Congress, to 
meet certain abuses which had develo and which were not being controlled 
by the journeyman wage formula. ceiling provision was made applicable 
to all classes of trainees and age a statutory maximum to the combined rate 
of subsistence allowance and the veteran’s compensation from productive labor. 

The devices applicable to the Servicemen’s Readjustment Act program, though 
effective in most types of training in eliminating the abuses toward which they 
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were originally directed, created certain problems in their administration. Par- 
ticularly with respect to institutional on-farm training, difficulty was experienced 
in obtaining realistic reports on income. Audits disclosed a great many errors in 
such reports submitted to the Veterans’ Administration, which resulted in over- 
payments and costly administrative procedures in attempting to effect collection. 

he Public Law 550 provisions were attempts to reach the objectives of the 
income ceiling and the journeyman were formula of Public Law 346 without the 
administrative complexities and to add an economic incentive factor for the 
veteran to increase his earning capacity during his period of training. This 
incentive factor was not prominently featured in the Servicemen’s Readjustment 
Act ceiling provisions which were primarily designed to curb or prevent exploita- 
tion of the subsistence allowance by veterans or employers. However, these 
provisions did not afford control in those situations where wage or earnings levels 
though subject to the statutory ceiling, were accommoda to the retention of 
the or subsistence allowance at a maximum or near maximum as long as 
possible. 

The basie objective of an incentive factor (as applied to on-job and on-farm 
trainees) is that the veteran be in position to continue with his employment, or 
with his farming, on a self-sustaining basis after the governmental assistance is 
terminated. If this is not accomplished, the veteran may be faced with the neces- 
sity for abandoning the occupation for which he is trained, with the consequent 
loss of the time and effort he has invested in such training and the waste of the 
Government funds expended to aid his financial and occupational readjustment, 

The mentioned journeyman wage formula as well as that item of the standards 
enacted by Public Law 679, 79th Congress, for the approval of a course of on-job 
training under the 1944 act which requires that the veterans’ wages for each suc- 
cessive period of training be not less than those customarily paid in the establish- 
ment and the community to a learner in the same position (par. 11 (b) 2d, pt. 
VIII, Veterans Regulation No. 1 (a)) were likewise directed toward this objective. 
However, neither of these provisions were applicable to on-farm training and even 
with respect to on-job training they had certain limitations, principally evidenced 
in those cases where the veteran in the sub-journeyman stage of training could 
content himself with the minimum acceptable level of progress and continue to 
receive the trainee wage and subsistence allowance. In such cases there was no 
compelling incentive for the individual to rapidly attain a oi level necessary for 
economic independence of the Government allowance. hile the mentioned 
standard for approval of a course of on-job training has had a salutary effect and 
has been reenacted as section 251 (b) (4) of the 1952 act, it is to be emphasized 
that such provision does not have the self-policing features so desirable in a pro- 
gram of the magnitude of the veterans’ education and training programs. 

The legislative history of Public Law 550 demonstrates the congressional con- 
cern with the need for a “built-in’’ incentive factor. The report of the House 
Select Committee To Investigate Educational, Training, and Loan Guaranty 
Programs under GI bill (H. Rept. No. 1375, 82d Cong.) which was issued at the 
conclusion of approximately 2 years of intensive study of the operations of the 
Servicemen’s Readjustment Act education and training programs contains (on 
p. 5) the following as one of the conclusions of the committee with respect to 
apprentice and other training on-the-job under the 1944 act: 

“3. In many instances, trainee wage scales have been designed to take maximum 
advantage of subsistence payments and have been influenced by the income ceil- 
ing established by law resulting in the veteran being paid wages lower than the 
customary wage in the community.” 


Further, with respect to institutional on-farm training, the reduction formula 
presently in the law is consistent with recommendation No. 6 of the mentioned 
select committee (p. 2, H. Rept. No. 1375, 82d Cong.). Further information 
concerning the basis for that recommendation and the subsequent action of the 
Committee on Veterans’ Affairs in adopting the automatic reduction principle 
may be found in the testimony of Congressman Teague (chairman of the select 
committee and sponsor of H. R, 7656, 82d Cong., which bill became Public Law 
550, 82d Cong.) in the course of hearings before the Special Subcommittee on 
Veterans’ Education and Rehabilitation Benefits of the Committee on Labor and 
Public Welfare, United States Senate, on H. R. 7656 (pp. 50-51 of the printed 
hearings). The following extracts from such testimony are pertinent: 

‘We have provided that the farm trainees’ subsistence will be reduced each 4 
months on a basis similar to apprentice and on-the-job training. 

“This step was taken because we have found many farm trainees enrolled on 
submarginal farms and existing on their subsistence. 
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POSTPONE FOR 12 MONTHS REDUCTION FORMULA 5 


“At the end of their 3- or 4-year program they had done little or nothing to 

stabilize their farm program. 
* * * * * « * 

“As soon as their subsistence checks are discontinued they consequently have 
been forced to move off the farm to earn a living. The gradual reduction of sub- 
sistence provided in the bill will serve as an incentive for the veteran to under- 
take a greater portion of his own support as his training program progresses.” 

As a further illustration of the congressional views on the matter, the report 
of the House Committee on Veterans’ Affairs on H. R. 7656 states that the re- 
duction formulas of section 232 were incorporated in the act to emphasize “the 
concept that the allowance is for supplementary support only and hence, as his 
earning capacity increases during training the veteran’s allowance should be less” 
(p. 32, H. Rept. No. 1943, 82d Cong.). 

It is evident from the foregoing legislative history that the provision for periodic 
reductions in the allowances to on-job and on-farm trainees was not designed to 
impose discriminatory restrictions on those groups or to arbitrarily achieve 
economies in the benefit program at their expense. Rather, it sought to take 
account of the administrative complexities of the Public Law 346 devices and to 

rovide the needed incentive factor. It is, of course, recognized that these 
orenules are mathematical in nature and the prescribed reductions will not 
necessarily conform to the interim increase in the earnings of individual veteran- 
trainees. By design, such reductions are geared to the anticipated increases in the 
earning power of the average veteran pursuing training in one of these categories. 
Presumably, the Congress was aware that there would be individual cases involv- 
ing on-job and institutional on-farm trainees which would not adjust evenly and 
perfectly to the prescribed formulas. However, any alleviation of these situa- 
tions—if the Congress were disposed to change the existing law in this regard— 
should not be sought, in my opinion, by the outright repeal of the reduction 
formulas, as such would eliminate the mentioned incentive factors. Also, with 
the on Ser of the ceiling provision applicable to on-job training, it would 
remove the limitations upon governmental assistance regardless of actual im prove- 
ment in the economic status of the veteran-trainee as his program progresses. 
therefore recommend that H. R. 368 and H. R. 369, which propose to repeal these 
reduction formulas, be not ee eee by your committee. 

The other bills, i. e., H. R. 589, H. R. 3138, and H. R. 4006 would leave the 
automatic reduction principle intact, but would modify the formula applicable to 
on-farm training so as to suspend all reductions during the initial 12 months of 
training. The effect of the enactment of any one of these bills would be to permit 
payment of the education and training allowance at the maximum applicable rate 
during the first 12 months of training, with subsequent ae reduced but 
always somewhat higher in amount than would be payable under existing law 
during the same stage of training. The following tabular comparison, using as an 
example the case of a veteran with 2 dependents pursuing a 36 months’ program, 
pe — to illustrate the differences between the present and proposed reduction 
ormulas: 











{Per month] 
H. R. 589 H. R. 589 

Public Law 4 Public Law 4 

Months in training | 550,824 | H.-R. <a Months in training | 550,824 | H- R- a 

Cong. 84th Cong. Cong. 84th Cong. 
pet ORR er ee eee $130 $120 || 21 to 24............-. $74 $87 
orn... 118 130 || 25 to 28.....-......... 63 72 
Oto es 107 130 |} 29 to 82__.......---... 52 58 
Wit 96 115 || 33 to 36.....-.....2... 4l “4 

W te Mi citeacticcecd 85 101 




















Note.—For simplicity in presentation, only the dollar amounts are shown. 


It is evident that the new formula proposed by these measures is similar in 
principle to that of existing law but appears to be based upon an underlying 
assumption that a farm trainee will generally be unable to realize income from 
the operation of the farm during the first 12 months and hence no reductions in 
the education and training allowance paid to him by the Government should be 
made during this period. It is necessary, therefore, to consider the validity of 
such assumption. 

The Veterans’ Administration during the last 2 years has reviewed the general 
question of the income which might be anticipated by institutional on-farm 
trainees during their first year of farming operation. This matter has also been a 
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matter of special interest to the Administrator’s Advisory Committee established 
under section 262 of Public Law 550. 

Farming operations do not present a uniform pattern with respect to the 
timing of “money crops.”’ At one extreme there is a situation represented by 
certain types of farming (such as cotton) where the realization of all farm income 
is anticipated at the end of an annual cycle, while at the other extreme certain 
types of farming (such as dairying and poultry raising) may be expected to afford 
# more or less constant income throughout the year. Between these extremes 
there is the diversified type of farming in which income is obtained at different 
times (usually in 3 or 4 different months) throughout the year. The program 
which is developed individually for each trainee encourages diversification and, 
whenever feasible for the particular farm (as indicated by the farm management 
principles involving the most advantageous use of the existing land, labor, and 
capital), endeavors to include different crop and livestock enterprises which pro- 
vide an income at different times of the year. Overall, however, it appears that, 
absent substantial income from enterprises such as dairying or poultry raising, 
the institutional on-farm trainees cannot anticipate cash income from their farms 
until the end of a crop or marketing cycle, which in many instances is near the 
end of their first year of training. oreover, even where such enterprises as 
dairying and poultry raising constitute a major source of income, the veteran- 
trainee, in most instances, realizes very little increase in income as the result of 
training until the end of the first year. 

From the foregoing, it would appear that the institutional on-farm trainee is 
situated unfavorably in comparison with the apprentice or other classes of on-job 
trainee who receive their income regularly in the form of wages and normally 
can look forward to increases during the initial year of training. Therefore, 
some adjustment of the reduction formula for institutional on-farm trainees may 
be warranted. 

The specific amendments proposed by H. R. 589, H. R. 3138, and H. R. 4006 
seem reasonable and to be designed to retain the desirable features of the original 
formula (i. e., of stimulating the incentive of the trainee for progressive self- 
enpeowoment during the period of training, to the end that he will have become 
sufficiently self-sustaining by the completion of his training program so as to 
continue with his farming operations). By suspending reductions during the 
first year of training the proposed formula would still preserve the basic objective 
of the present system and would provide full assistance during the period when 
the potentialities of the farm are being developed. Thereafter, the governmental 
assistance would be progressively reduced since it can be anticipated that increased 
income from the farming enterprises during the subsequent years of training will 
more nearly offset the periodic reductions in the education and training allowance 
than is the case initially. No retroactive payments would be authorized but the 
education and training allowances of persons in training would be adjusted from 
the first day of the second calendar month following enactment to conform to 
the liberalized formula. 

Considering all the factors, I recommend the favorable consideration of legis- 
lation along the lines of these last mentioned bills 7 your committee. 

H. R. 368 is identical with H. R. 3167 and H. R. 9464, 83d Congress. The 
Veterans’ Administration submitted a report to your committee on the first 
mentioned bill under date of June 8, 1953 (Committee Print No. 89). H. R. 369 
is identical with H. R. 7180, H. R. 8249, and H. R. 8916, all 83d Congress. The 
Veterans’ Administration submitted a combined report to your committee on 
H. R. 7180 and H. R. 8249 under date of May 7, 1954 (Committee Print No. 250). 
H. R. 589, H. R. 3138, and H. R. 4006 are similar to H. R. 2978, 83d Congress, 
The Veterans’ Administration submitted a report to your committee on that bill 
under date of June 2, 1953 (Committee Print No. 84). 

The increase in direct benefit costs which would be attributable to the enact- 
ment of the subject bills based upon the continuation of current trends are esti- 
mated to be as follows: 
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All of these amounts would be followed by progressively lesser amounts of in- 
creased cost for each successive fiseal year to the end of the program (January 31, 
1965). Upon an individual basis, it is estimated that repeal of the reduction for- 
mulas as proposed by H. R, 369. would result in additional cost for direct benefits 
for an on-job training course of 24 months’ duration of $270 and for an institutional 
on-farm course of 36 months’ duration of $1,300. The foregoing cost estimate 
relating to the bills (H. R. 589, H. R. 3138, and H. R. 4006) to suspend the reduc- 
tion formula applicable to on-farm trainees is based upon the assumption that the 
increased cost to the Government for individual institutional on-farm training 
programs of 36 months’ duration would be $324. 

o recapitulate, I cannot favor bills to repeal the automatic reduction require- 
ments spencer to on-job and on-farm training such as proposed by H. R. 368 
and H. R. 369. However, for the reasons stated, I Treen Dud Eavciable consider- 
ation by your committee of the principle of a temporary suspension of the reduc- 
oe * Are case of on-farm trainees, as is proposed by H. R. 589, H. R. 3138, and 

The Bureau of the Budget advises that there would be no objection to the sub- 
mission of this report to the committee and that the Bureau concurs in the adverse 
recommendations on H. R. 368 and H. R. 369. 

The Bureau’s advice as to the bills to suspend the reduction formula follows: 

“With respect to H. R. 589, H. R. 3138, and H. R. 4006, although the Bureau 
realizes that the reduction formula of Public.Law 550 meets the financial aid 
requirements of some farm trainees better than others, it is our judgment that the 
law contemplated relative equalization of allowances rather than absolute or 

uaranteed returns. Increasing allowances as proposed would merely create other 
inequities among farm trainees on various types of farms. There appears to be 
no doubt that the Con was aware of the various considerations affecting a 
decision on this point when Public Law 550 was originally enacted in 1952. Simi- 
lar bills to those presently proposed were considered by committees in both 
Houses during the 83d Congress. The Veterans’ Administration submitted 
reports to these committees in which these same problems were reviewed. 

“The existing reduction formula has been in existence without change for 2% 
years. Modification at the present time might create at least as many inequities 
as it would correct. Furthermore, an increase in subsistence rates to institutional 
on-farm trainees would undoubtedly generate pressure for increases in on-job 
rates and perhaps institutional rates as well. 

“In view of these considerations, the Bureau of the Budget believes. that the 
enactment of H. R. 589, H. R. 3138, and H. R. 4006 would represent an undesirable 
departure from established policy.” 

Sincerely yours, 
H. V. Hietey, Administrator. 


ADDENDUM TO THE REPORT OF THE VETERANS’ ADMINISTRATION WiTH RESPECT 
To H. R. 368, 84ru Concress, aNnp Otner Brits To Repeat, or Mopiry, THE 
Automatic Repuction Formutas or TitLe I] or tHe VETERANS’ READsUST- 
MENT ASSISTANCE AcT oF 1952 


Subsection 232 (c) of the Veterans’ Readjustment Assistance Act of 1952 would 
be amended by H. R. 369, 84th Congress, to read as follows: 

“(e). The education and training allowance of an eligible veteran pursuing 
apprentice or other training on the job shall be computed at the rate of (1) $70 
per month, if he has no dependent, or (2) $85 per month, if he has one dependent, 
or (3) $105 per month, if he has more than one dependent; [except that his educa- 
tion and training allowance shall be reduced at the end of each four-month period 
as his program progresses by an amount which bears the same ratio to the basic 
education and training allowance as four months bears to the total duration of his 
apprentice or other training on the job;] but in no case shall the Administrator 
pay an education and training allowance under this subsection in an amount 
which, when added to the compensation to be paid to the veteran, in accordance 
with his approved training program, for productive labor performed as a part of 
his course, would exceed the rate of $310 per month. [For the purpose of com- 
puting allowances under this subsection, the duration of the training of an eligible 
veteran shall be the period specified in the approved application as the period 
during which he may receive an education and training allowance for such training, 
plus such additional period, if any, as is necessary to make the number of months 
of such training a multiple of four. }”’ 
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Subsection 232 (d) of the Veterans’ Readjustment Assistance Act would be 
amended by H. R. 368 and H. R. 369, both 84th Congress, to read as follows: 

“(d). The education and training allowance of an eligible veteran pursuing 
institutional on-farm training shall be computed at the rate of (1) $95 per month, 
if he has no dependent, or (2) $110 per month, if he has one dependent, or (3) 
$130 per month, if he has more than one dependent [[; except that his education 
and training allowance shall be reduced at the end of each four-month period as 

program progresses by an amount which bears the same ratio to $65 per 
month, if the veteran has no dependent, or $80 per month, if he has one depend- 
ent, or $100 per month, if he has more than one dependent, as four months bears 
to the total duration of such veteran’s institutional on-farm training. For the 
purpose of computing allowances under this subsection, the duration of the 
training of an eligible veteran shall be the period specified in the approved appli- 
cation as the period during which he oe receive an education and training 
allowance for such training, plus such additional period, if any, as is necessary to 
make the number of such months of such training a multiple of four].” 

Subsection 232 (d) of the Veterans’ Readjustment Assistance Act would be 
sana by H. R. 589, H. R. 3138, and H. R. 4006, 84th Congress, to read as 

ollows: 

“(d) The education and training allowance of an eligible veteran pursuing insti- 
tutional on-farm training shall be computed at the rate of (1) $95 per month, if 
he has no dependent, or (2) $110 per month, if he has one dependent, or (3) $130 
id month, if he has more than one ar ogame except that his education and 

raining allowance shall be reduced at the end of the third, and each subsequent, 
four-month period as his toh progresses by an amount which bears the same 
ratio to $65 per month, if the veteran has no dependent, or $80 per month, if he 
has one dependent, or $100 per month, if he has more than one dependent, as four 
months bears to the total duration of such veteran’s institutional on-farm train- 
ing reduced by eight months. For the purpose of computing allowances under this 
Bu tion, the duration of the training of an eligible veteran shall be the period 
specified in the approved application as the period during which he may receive 
an education and training allowance for such training, plus such additional period, 
if any, as is necessary to make the number of such months of such training a 
multiple of four.” 

(Norse.—In the foregoing texts, all italics have been supplied and indicate new 
language which has been added to existing law by the enactment of the specified 
Heal “iain which would be deleted by enactment of the bills is enclosed in 

rackets. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


SECTION 232 (D) PUBLIC LAW 550, 8D CONGRESS 


(d) The education and training allowance of an eligible veteran pursuing insti- 
tutional on-farm training shall be computed at the rate of (1) $95 per month, if 
he has no dependent, or (2) $110 per month, if he has one dependent, or (3) $130 
per month, if he has more than one dependent; except that his education and 
training allowance shall be reduced at the end of the third, and each subsequent, 
four-month period as his program progresses by an amount which bears the same 
ratio to $65 per month, if the veteran has no dependent, or $80 per month, if he 
has one dependent, or $100 per month, if he has more than one dependent, as four 
months bears to the total duration of such veteran’s institutional on-farm train- 
ing reduced by eight months. For the purpose of computing allowances under this 
subsection, the duration of the training of an eligible veteran shall be the period 
specified in the approved application as the period during which he may receive 
an education and training allowance for such training, plus such additional period, 
if any, as is necessary to make the number of such months of such training a 
multiple of four. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES — { Report 


1st Session No. 882 





LAND TRANSFER TO NORTH LITTLE ROCK, ARK: 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4225] 


The Committee on Veterans’ Affairs to whom was referred the bill 
(H. R. 4225) authorizing the Administrator of Veterans’ Affairs to 
convey certain property of the United States to the city of North 
Little Rock, Ark., having considered the same, reports favorably 
thereon with amendments and recommends that the bill do pass. 

The amendments are as follows: 

On page 1, line 7, strike out “four hundred” and insert “six 
hundred”’, 

On page 1, line 7, strike out “thirty-four” and insert “fifty-six’’. 

On page 2, line 8, strike out ‘and’. 

On page 2, line 10, strike out the period, insert a comma and the 
following: 
and (3) may contain such additional terms, conditions, reservations, and restric- 


tions as may be determined by the Administrator of Veterans’ Affairs to be neces- 
sary to protect the interests of the United States. 


EXPLANATION OF THE BILL 


This bill authorizes and directs the Administrator of Veterans’ 
Affairs to convey to the city of North Little Rock, Ark., all right, title, 
and interest of the United States to a tract of land composing approxi- 
mately 656 acres. This land constitutes a sapre of the reservation of 
the Veterans’ Administration hospital in the above city. 

The exact legal description of the land shall be determined by the 
Administrator of Veterans’ Affairs and the deed of conveyance shall 
provide that the tract shall be used by the city for park purposes and 
if it shall cease to be so used the title shall revert to the United States. 
The deed further will reserve to the United States all mineral rights 
including gas and oil in the land so conveyed. 
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On February 18, 1893, the board of improvement for city park dis- 
trict, Little Rock, conveyed to the War Department a tract of approxi- 
mately 1,100 acres in consideration of some 36 acres of land which 
the United States conveyed to the city of Little Rock. 

Under the act of March 4, 1921, the 1,100 acres were transferred to 
the Public Health Service and Executive Order 3669 transferred to 
the Veterans’ Bureau (predecessor of the Veterans’ Administration) 
certain Public Health Service hospitals including the hospital at 
North Little Rock. The Veterans’ Administration is presently oper- 
ating on this site a 2,062-bed hospital with a preponderance of neuro- 
pyschiatric-type patients. 

The Veterans’ Administration has no objection to this legislation 
in its amended form and there would be no additional appropriation 
required as a result of the enactment of this. proposal, 
he reports of the Veterans’ Administration follow: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
‘ashington 25, D. C., May 12, 1958. 
Hon. Our E. Teacus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D.C. 


Dear Mr. Teacue: This is in reply to your letter requesting a report by the 
Veterans’ Administration relative to H. R, 4225, 84th Congress, a bill authorizin 
the Administrator of Veterans’ Affairs to convey certain property of the United 
States to the city of North Little Rock, Ark. 

The bill proposes to authorize and direct the Administrator of Veterans’ 
Affairs to convey to the city of North Little Roek, Ark., all right, title, and interest 
of the United States in and to a tract of approximately 434 acres of land, con- 
stituting a portion of the reservation of the Veterans’ Administration Hospital, 
North Little Rock, Ark., the exact legal description of which shall be determined 
by the Administrator. Under the terms of the bill, the deed of conveyance shall 
(a) provide that the tract shall be used by the city of North Little Rock for park 
purposes and, if it shall cease to be used for such pur , the title thereto shall 
revert to the United States which shall have the immediate right of reentry 
thereon, and (6) reserve to the United States all mineral rights, including gas 
and oil, in the land so conveyed. 

By deed dated February 18, 1893, the Board of Improvement for City Park 
District, Little Rock, Ark., conveyed to the then War Department a tract of 
approximately 1,100 acres of land, in consideration of some 36 acres of land 
known as the Arsenal Ground, which the United States conveyed to the city of 
Little Rock. Pursuant to the act of March 4, 1921 (41 Stat. 1364), the 1,100-acre 
tract was transferred to the United States Public Health Service, on August 5, 
1921. Ex«cutive Order No. 3669, promulgated April 29, 1922, transferred to 
the United States Veterans Bureau (2'predecessor agency of the Veterans’ Admin- 
istration), certain Public Health Service hospitals, including the hospital at 
North Little Rock. The Veterans’ Administration is presently operating a 
2,062-bed hospital with a preponderance of neuropsychiatric patients on the 
tract. 

Recently, a study of the land requirements at the North Little Rock Hospital 
was made which resulted in a determination that some 434 acres of the hospital 
reservation, located in the northerly portion of that reservation, are in excess of 
the present and foreseeable future requirements of the hospital. However, prior 
to the actual declaration of this tract to the General Services Administration as 
excess to our needs, it was determined to give further study to the possibility 
that there may be certain additional acreage at the North Little Rock installation 
which may be excess to the present and foreseeable future needs of the hospital. 
No determination has as yet been made with respect to that additional acreage. 

It is believed that the transfer of the roughly 434-acre tract of land in question 
to the city of North Little Rock, under the terms and conditions set forth in the 
bill, and its use for park purposes, would not interfere with the present or prospec- 
tive operation of the nearby Veterans’ Administration hospital. Accordingly, 
the Veterans’ Administration would interpose no objection to the favorable con- 
sideration of H. R. 4225. 
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The Veterans’ Administration has not had sufficient time to ascertain from the 
Bureau of the Budget the relationship of this proposal to the program of the 
President. 

Sincerely yours, 
H. V. Hiaiey, Administrator. 


JUNE 21, 1955. 
Hon. Ourn E. Tracus, 
Chairman, Commiitee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teacue: This is in reply to the request of June 16, 1955, for the 
views of the Veterans’ Administration with respect to a proposed amendment to 
H. R. 4225, 84th Congress, deleting the language “four hundred and thirty-four’ 
in line 7, page 1 of the bill and inserting in lieu thereof ‘‘six hundred and fifty-six.” 

H. R. 4225, as introduced, proposes to authorize and direct the Administrator 
of Veterans’ Affairs to convey to the city of North Little Rock, Ark., all right, 
title, and interest of the United States in and to a tract of approximately 434 
acres of land, constituting a portion of the reservation of the Veterans’ Adminis- 
tration Hospital, North Little Rock, Ark., the exact legal description of which 
shall be determined by the Administrator. The conveyance would be subject to 
conditions set forth in section 2. The proposed amendment would increase, from 
434 to 656, the acreage to be conveyed to the city of North Little Rock. 

Certain background information with respect to the reservation of the Veterans’ 
Administration Hospital at North Little Rock is set forth in the report of this 
agency on H. R. 4225, to your committee, dated May 12, 1955 (Committee Print 
No. 113). That report stated, in part, that a determination had been made that 
some 434 acres of the hospital reservation, located in the northerly portion of that 
reservation are in excess of the present and foreseeable furture requirements of 
the hospital, but that further study was being given to the possibility that there 
might be certain additional excess acreage at the North Little Rock installation. 
Subsequent study has revealed that an additional 222 acres of that reservation, 
continguous to the mentioned 434 acres, are excess to the present and foreseeable 
future needs of the hospital. 

In accordance with the views expressed in the report of May 12, 1955, the Vet- 
erans’ Administration would interpose no objection to the favorable consideration 
of the proposed amendment of H. R. 4225. 

Since the submission of the meas of May 12, 1955, it has come to my attention 
that in 1940, the Veterans’ Administration granted a permit to the then War 
Department for the installation of a 16-inch water pipeline across the North Little 
Rock reservation. The line, which connects the water system of the city of Little 
Rock with Camp Joseph T. Robinson, Ark., is located beneath the land with which 
H. R. 4225 is concerned. At the time of its installation, a connection to the line 
was made so as to provide a possible future means of securing a water supply for 
the Veterans’ Administration hospital from this line. Accordingly, irrespective 
of whether H. R. 4225 is amended to increase the acreage from 434 to 656, the bill 
should be amended so as to (1) permit incorporation in the deed of conveyance of 
easements necessary to maintain the existing water pipeline and, if necessary, to 
install and maintain a water pipeline to serve the Veterans’ Administration hos- 
pital, and (2) meet any contingencies that may arise. This could be accomplished 
by deleting the word “and” in line 8, page 2, and substituting for the period in 
line 10, page 2, a comma and “and (3) may contain such additional terms, condi- 
tions, reservations, and restrictions as may be determined by the Administrator of 
Veterans’ Affairs to be necessary to protect the interests of the United States.” 

The Veterans’ Administration has not had sufficient time to coordinate this 
report with the Bureau of the Budget pursuant to the Bureau’s Circular No. A-19. 

Sincerely yours, 
H. V. Hictey, Administrator. 
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1st Session No, 883 





DELIVERY OF BURIAL FLAG TO FRIEND IN ABSENCE 
OF NEXT OF KIN 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 4727] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 4727) to permit the issuance of a flag to a friend or associate 
of the deceased veteran where it is not claimed by the next of kin, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill do pass. 

The amendment is as follows: 

On page 2, line 3, strike the period and insert a colon and the 
following: 

Provided further, That the furnishing of a flag to any person under this proviso 


will constitute final and conclusive determination of rights under this Veterans’ 
Regulation. 


EXPLANATION OF THE BILL 


The purpose of this bill is to amend the law, presently designated 
as Veterans’ Regulation No. 9 (a) as amended, which provides that 
where an honorably discharged veteran of any war dies, a flag to 
drape his casket shall be furnished and such flag shall be given only 
to the next of kin after burial of the veteran. 

The bill as reported by the committee provides that where an 
honorably discharged veteran of any war, or a person who is honorably 
discharged from the United States Army, Navy, Marine Corps, or 
Coast Guard after serving at least one enlistment or for disability 
incurred in line of duty, dies after discharge, a flag to drape the casket 
shall be furnished in all cases, such flag to be given to the next of kin 
after the burial of the veteran and with the proviso that if no claim is 
made for the flag by the next of kin, it may be given, upon request, to 
a close friend or an associate of the deceased veteran. 
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It would appear likely that there will be few such cases, but where 
there is no next of kin and a friend is sufficiently interested to desire 
the flag which was used at the burial of the veteran, it seems equitable 
to the committee that the friend should be entitled to receive this flag. 

nder existing procedure the flag used to drape the casket must be 
— to the Veterans’ Administration where there is no next of 
in. 

The committee amendment provides that once a flag is furnished, 
this will constitute final determination. 

In view of the few cases anticipated, it is estimated that the addi- 
tional cost, as the result of the enactment of this legislation, would be 
relatively small. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 13, 1956. 
Hon. Ourn E. Teacvue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacve: This is in reply to your request for a report on H. R. 
4727, 84th Congress, a bill to permit the issuance of a flag to a friend or associate 
of the deceased veteran where it is not claimed by the next of kin. 

The purpose of the bill is to amend paragraph I of Veterans Regulation No. 9 
(a), as amended, to provide that where an honorably discharged veteran of any 
war, or a person honorably discharged from the United States Army, Navy, 
Marine Corps, or Coast Guard after having served at least one enlistment or for 
disability incurred in line of duty, dies after discharge, a flag to drape the casket 
shall be furnished in all cases, such flag to be given to the next of kin after the 
burial of the veteran, provided, that in the event no claim is made for the flag 
by the next of kin, it may be given, upon request, to a close friend or associate 
of the deceased veteran. 

The fact that a flag is not immediately claimed by the next of kin of a deceased 
veteran does not preclude issue, upon request, to the legally entitled next of kin 
at a later date. If such flag were given to a close friend or associate in the ab- 
sence of a relative present to claim it at the time of burial, complications could 
possibly arise if an entitled relative later was made aware of his right to the flag 
and subsequently presented his claim for it. 

The bill, if enacted, could increase the administrative costs of the Veterans’ 
Administration in securing evidence to show whether the claimant was in fact a 
close friend or associate, and could require the Veterans’ Administration to 
determine which of two or more claimants was the closer friend or associate. 

In view of the foregoing, the Veterans’ Administration recommends that the 
bill be not favorably considered by your committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to the committee. 

Sincerely yours, 
H. V. Hictey, Administrator. 


RAMSEYER RULE 


In accordance with clause 3 o' rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


H. R. 4727 As IntTRopvucEpD 
PARAGRAPH I, VETERANS REGULATION NO. 9 (8), AS AMENDED 


I. Where an honorably discharged veteran of any war, or a person honorably 
discharged from the United States Army, Navy, Marine Corps, or Coast Guard 
after serving at least one enlistment or for disability incurred in line of duty, dies 





=~ oa = 


© we we ae a 





ir 
t 
e 


ie 


d 


in 


id 


8 
to 


he 


se 
re 
ck 


reg 


bly 
ard 
lies 





DELIVERY OF BURIAL FLAG TO FRIEND IN ABSENCE OF NEXT OF KIN 3 


after discharge, a flag to drape the casket shall be furnished in all cases; such flag 
to be given to the next of kin after burial of the veteran: Provided, That in the 
event no claim is made for the flag by the next of kin, it may be given, upon request, 
to a close friend or an associate of the deceased veteran. 


H. R. 4727 As Reportep 
PARAGRAPH I, VETERANS REGULATION NO. 9 (A), AS AMENDED 


I. Where an honorably discharged veteran of ~~ war, or a person honorably 
discharged from the United States Army, Navy, Marine Corps, or Coast Guard 
after serving at least one enlistment or for disability incurred in line of duty, 
dies after discharge, a flag to drape the casket shall. be furnished in all cases; 
such flag to be given to the next of kin after burial of the veteran: Provided, 
That in the event no claim is made for the flag by the next of kin, it may be given, 
upon request, to a close friend or an associate of the deceased veteran: Provided further, 
That the furnishing of a flag to any person under this proviso will constitute final and 
conclusive determination of rights under this Veterans Regulation. 
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LIMITATION ON APPLICATION FOR UNEMPLOYMENT 
COMPENSATION 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tracue of Texas, from the Committee on Veterans’ Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 4946] 


The Committee on Veterans’ Affairs to whom was referred the bill 
(H. R. 4946) to amend title IV of the Veterans’ Readjustment Assist- 
ance Act, having considered the same, report favorably thereon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

Beginning on page 1, line 10, strike out all of subsection (b) down to 
and including line 11 on page 2. 

On page 2, line 12 strike out “‘(c)” and insert “(b)”. 


EXPLANATION OF THE BILL 


Title IV of the Veterans’ Readjustment Assistance Act of 1952 
deny for unemployment compensation to the veterans of the 

orean conflict under the State system but in no case in an amount 
less than $26 a week or to continue longer than 26 weeks. There is no 
terminal date, however, for this legislation other than the one estab- 
lished by the President’s proclamation of last January, ending eligibil- 
ity for certain benefits for Korean veterans, which provides that there 
shall be no unemployment compensation paid after January 31, 1960. 
Leqieiation of this general type was requested in the President’s 
budget message of January 17, 1955. 

The bill as reported by the committee provides that no unemploy- 
ment compensation shall be paid for any week commencing more than 
3 years after the effective date of the amendment made by the bill or 
3 years after the effective date of the discharge or release of the person 
eligible for such a benefit, whichever is the later date. Provision is 
also made, in line with the President’s proclamation, that no unem- 


55006 


MICHIGAN LIBRARIES 


UNIVERSITY OF 





2 LIMITATION ON APPLICATION FOR UNEMPLOYMENT COMPENSATION 


ployment compensation shall be paid under this title for any period 
after January 31, 1960. 

The committee has amended the bill by deleting the contemplated 
subsection (b) of section 409 of title IV of the Veterans’ Readjustment 
Assistance Act of 1952, since it is believed that to enact this particular 

ortion would make the program unduly difficult of administration. 

his subsection, as introduced, provided a further period for the 
veteran to apply for unemployment compensation where he had been 
taking education or training under the Veterans’ Readjustment 
Assistance Act of 1952 (Public Law 550, 82d Cong.), the World War 
II program (Public Law 346, 78th Cong., as amended), or the Voca- 
tional Rehabilitation Act (Public Law 16, 78th Cong., as amended). 
It seems unlikely to the committee that a man who has just completed 
a course of education or training would become immediately unem- 
ployed. Further, it is apparent that the 3-year limitation provided 
in the proposed subsection (a) to section 409 of title IV of the act, in 
the bill as reported by the committee, would adequately control the 
operation. 

The chairman of the committee recently directed a series of ques- 
tions to the Secretary of Labor concerning the administration of title 
IV of the Veterans’ Readjustment Assistance Act, and his response 
indicating the program is generally working well, is reproduced below: 

Unitep States Department or Lasor, 
OrFice oF THE SECRETARY, 
Washington, April 26, 1955. 
Hon. Ourn E. TEacoue, 


House of Representatives, 
Washington, D. C. 


Dear ConGressMAN Teacus: In further response to your letter of March 


2 
1955, and the questions attached, I am forwarding a copy of a report prepared 
by the Bureau of Employment Security. 

I appreciate the opportunity you have given us to furnish information con- 
cerning the operation of the program of unemployment compensation for veterans 
and shall be glad to supply any additional materials you may desire. If at any 
time we can be of further assistance to you, please let me know. 

Sincerely yours, 


James P. a hg 
Secretary of Labor. 


Unitep States Department or Lasor, 
Bureau oF EmMpLoyMENT Security, 
Washington 25, D. C., April 18, 1956. 

To: The Secretary. 
From: Robert C. Goodwin. 
Subject: Information requested by Congressman Teague, chairman of the Vet- 

erans’ Affairs Committee, on operations of the unemployment compensation 

for veterans program. 


Congressman Teague in his letter of March 2, 1955, asked a series of questions 
about the operations of the unemployment compensation for veterans program 
provided for under title IV of the Veterans’ Readjustment Assistance Act of 
1952, and requested answers to those questions by April 15 if possible. 

Several of the questions he asked required information from State employment 
security agencies. We requested six wee State agencies to provide 
information as to amounts of benefits paid under title IV and the length of time 
it takes veterans to earn rights to State unemployment compensation benefits. 
We believe the findings are generally representative of UCV operations and 
experience in all State agencies. 

Our replies to his questions follow: 

“1, What percent of applicants have filed within 3 months of date of discharge? 
What percent 3 to 12 months? What percent after 1 year?” 
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Periodie surveys of those veterans who have filed claims for title IV benefits 
under the Veterans’ Readjustment Assistance Act of 1952 show that 15 percent 
did so within 3 months of the date of discharge; 65 percent filed within 12 months 
of discharge; 80 percent within 15 months; 90 percent within 24 months; and 
97 percent within 36 months, The remaining 3 percent first filed claim for benefits 
four or more years after their date of separation from service. 

“2. What evidence is available to indicate whether veterans are or are not 
‘milking’ their full entitlement to $676? What percent of claimants have drawn 

under $100 in benefits; $100 to $200; $201 to $300; $301 to $400, etc.?” 

Statistical samplings made by State agencies indicate that title IV veterans 
are not “milking” the benefits afforded by the act. The following figures indicate 
the percentage of veteran claimants drawing varying amounts of benefits: 

33 percent received under $100. 
15 percent received $100 to $200. 
13 percent received $200 to $300. 
9 percent received $300 to $400. 
8 percent received $400 to $500. 
7 percent received $500 to $600. 
15 percent received $600 to $676. 

Other evidence, indicating that title IV veterans are not ‘“‘milking’’ benefits 
under this program, is found in the percentage relationship between the 530,626 
veterans, who received at least one UCV payment in the period October 15 
1952—January 31, 1955, and the 84,636 veterans who had exhausted their uCV 
benefits during the same period. These figures indicate that only 15 percent of 
the total number of veterans who had drawn at least one UCV benefit payment 
had exhausted their benefit rights under the program through January 1955. 
The proportion of exhaustions to the 3,562,000 discharged as of January 1, 1955, 
is 2.4 percent. 

“3. What is the rate of insured unemployment among Korean veterans? 
What is the rate among non-Korean males? (Use same age bracket for both 
Korean and non-Korean group).” 

The rate of insured unemployment among Korean veterans in the labor force 
in calendar year 1954 was 3.7 percent. The rate of insured unemployment under 
State unemployment insurance programs was 5.2 percent in the same period. 

No statisties are gathered by the State agencies or the Bureau which would 
indicate the rate of insured unemployment among non-Korean males in the same 
age bracket to enable us to make a comparison. 

“4. What is the average amount of weekly benefits by States? How does it 
compare with the average for the general State program? How does it compare 
with avneas weekly earnings by States? (Is there a particular problem in con- 
nection with the benefit as it is administered in Puerto Rico, and what admin- 
istrative procedure is followed in Puerto Rico which may be somewhat different 
from that generally found to exist in the States?)” 

Table I, enclosed, indicates that for the calendar year 1954 an average weekly 
payment of $23.11 was made under the UCV program while the average weekly 
payment under the State program was $24.15. In addition to average payments 
by States, the table shows the average weekly wages by States and the weekly 
benefit payments under each program as a percentage of the average weekly wage. 

The continuing analyses and evaluations of Puerto Rico reports and periodic 
site audits of UCV operations by Bureau officials indicate that there is excellent 
administration of the UCV program. 

Puerto Rico does not haveva State unemployment insurance program; therefore, 
no UCV supplemental payments are made by Puerto Rico. A proposal, however, 
is before the Puerto Rican Legislature to provide an unemployment insurance 
program for Puerto Rico. 

We estimate that the average Puerto Rican weekly wage is $22 based on taxable 
wage data released by the Bureau of Old-Age and Survivors’ Insurance and on 
the findings of a special study conducted by the Puerto Rican Department of 
Labor (A Study on the Establishment of a System of Unemployment Compensa- 
tion in Puerto Rico prepared by Special Economic Studies Division of the Puerto 
Rico Department of Labor—November 1954). 

“5. How effective is your procedure on preventing duplicate filing by a veteran? 
In preventing a veteran from drawing more than $676"” 

Procedures which prevent payment of duplicate claims exist at Federal and 
State levels. 

The Bureau of Employment Security maintains a control file by serial number 
of all title IV claimants who have filed for benefits under this act. This file 
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rovides prompt detection of instances where a claimat files for title IV benefits 
n more than one State. The regional offices of the Bureau periodically review 
the administration of the UCV program, and send in a random list of claimants’ 
serial numbers which are checked against the control file to insure that a control 
card is in the veterans control file for each UCV claim in State agency files. 

The veterans control file has detected and State agencies have been notified 
of 11,000 instances of duplicate filing of claims in more than one State. It should 
not be construed that each of the interstate duplicate claims detected was an 
attempt to defraud the Government. Many of these duplicate claims were 
undoubtedly filed because of the veterans’ misunderstanding of unemployment 
eer procedures when they were moving from place to place in search of 
work, 

State agencies maintain various files (wage records, claims records, in alphabeti- 
cal and social-security number order), in addition to complete wage and employ- 
ment records concerning claimants, both UCV and UI, which permit prompt 
bg rr of duplicate claiming in more than one local employment office within 
the State. 

Through an agreement between the Secretary of Labor and the Administrator 
of Veterans’ Affairs, the State agencies quarterly send a list of the recipients of 
UCV payments during 1 week in the quarter to regional Veterans’ Administration 
offices to detect whether any of them are drawing education, training, or subsist- 
ence allowances concurrently with weekly benefits for unemployment. Moreover, 
the Federal procedure provides that each claimant be regularly questioned as to 
whether or not he is receiving such allowances. 

The same methods State agencies use to prevent payments in excess of the total 
benefit amount due a State unemployment insurance claimant are in use to pre- 
clude paying more than $676. In the State central office, use of weekly reducing 
balances on each claimant’s ledger account precludes overpayment. In addition, 
& memorandum record of benefit payments and balances is maintained for each 
claimant in the local office where the claim is taken. The central office control 
records and the local office records act as independent checks against each other, 
and payments of claims are promptly stopped and the claimant account audited 
where the propriety of payment is in question. As a part of the administrative 
reviews conducted by the Bureau, claimant accounts are test-checked to insure 
that the established control procedures are being carried out. Our experience 
convinces us that the State agency control systems prevent benefit payments in 
excess of the maximum $676 permitted under title 1V of the act. 

“6. What steps have you taken to insure that full entitlement to the regular 
State benefit is tapped before UCV benefits are paid?” 

Several Federal procedures which have been integrated with regular State 
ht le insure that available State benefits will be paid prior to the time that 

CV funds are used. At the time a veteran first files a claim he is closely ques- 
tioned as to (1) employment which may have occurred between the date of his 
separation and the date on which he files a claim for unemployment insurance; 
(2) any employment engaged in during off-service hours while still in the service; 
and, (3) employment prior to induction or enlistment and the State from which 
he entered into service. Eighteen States have ‘frozen wage credit” provisions 
in the State laws which permit wage credits earned prior to entrance on military 
duty to be carried over to the period after separation from service. In the event 
that the veteran is unable to find employment after separation, these “frozen” 
State wage credits are made available to him for unemployment insurance pur- 
poses. 

When a veteran files a claim for title IV benefits, complete records of the 
claimant’s employment and wage history are prepared in the local and central 
offices of each State agency. he local office compiles a complete employment 
history at the time the claimant files a new claim, and looks for wages earned in 
another State which are immediately usable for benefit purposes or may be usable 
in the future. The central office is informed as to the interstate wage credit 
findings and a control file is set up for the new claimant. Claimants filing con- 
tinued claims are closely questioned at 5-week intervals to assure that employment 


histories are complete and that all possibilities of interstate wage credits are being, 

or will be, exhausted before UCV funds are utilized. In order to find intrastate 

wages, State wage record files are reviewed at the beginning of each calendar 
quarter. 

Claimants having a history of employment with railroads are referred to a claim 

Board for omg claim against wage credits 

nemployment Insurance Act. 


agent of the Railroad Retirement 


accumulated under the provisions of the Railroad 
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There are no particular problems resulting from the integration of UCV pro- 
cedures with normal State procedures so as to insure the use of all available State 
wage credits before payments are made from UCV funds. The established 
practices of State agencies permit an easy absorption of the UCV responsibilities 


in this respect. Site audits of State agency CV tion by national office 
— ional office staff have indicated that available State wage credits are fully 
utilized. 


“7. What questionable or anomalous situations have arisen because the perti- 
nent State law as to eligibility for benefits is applied to a veteran?” 

Several anomalous situations have arisen in the administration of the UCV 
program because of the application of State employment security laws. One 
concerns the disqualifications in State laws for volun quits. These dis- 
qualifications take many different forms. One provision that occurs in several 
State laws requires the individual who has quit a job to become reemployed and 
earn a specified amount of money in employment covered by the State unemploy- 
ment insurance laws before he can again qualify for unemployment compensation. 
This provision effects particularly the young Korean veteran who went into the 
Armed Forces immediately from school and accepts the first job he finds on 
leaving the service. The work may be unsuitable or he may regard it as a tem- 
porary stopgap until he finds something permanent. In any event, he leaves it 
and is disqualified. Had he not obtained the job from which he quit but made 
application for benefits, he would have been paid without question. However, 
the fact that he took a job and later quit it precludes him from receiving benefits 
until he has earnings from a subsequent job. The transition from military life 
to civilian pursuits is not easy, and the fact that these veterans have had no 
work experience on which to plan a future occupation has caused, in many in- 
stances, considerable job shopping. Some State agencies have arbitrarily refused 
to disqualify a veteran for leaving the first job. Others, however, have not felt 
that they could do so under the provisions of the law. 

The second situation arises where two disqualifications are assessed against the 
veteran for the same disqualifying act—one under the Federal law and one 
under the State law. This situation grows out of the requirement of some State 
laws that disqualifications begin from the date of the filing of a claim rather 
than from the date of the disqualifying act. Take, for example, a veteran who 
commits a disqualifying act and who would not be entitled to use State wage 
credits for another 3 months. He files a UCV claim, and serves his disqualification. 
At the turn of a new calendar quarter State credits become available. Since the 
employer has an interest in the separation and in the charging of the benefits 
on the State claim, it is necessary for the State agency to apply the disqualification 
for the second time. In a few States, the State law permits the agency to overcome 
the problem by not charging the employer’s account, and considering the dis- 
qualification as having been satisfied during the period the veteran was filing 
for UCV. In those States where it is not possible to avoid charging benefits 
to the employer’s account the veteran is placed in double jeopardy. Although 
the Bureau does not consider application of dual disqualifications to be in keeping 
with the intent of the act, it cannot act to prevent them because of the nature 
of the Federal and State laws involved. 

“8. How would you evaluate the present system against the World War II 
52-$20 program?” 

Despite the anomalies outlined above, we think the unemployment-compensa- 
tion-for-veterans program provided in Public Law 550, 82d Congress has many 
advantages over the servicemen’s readjustment allowance program under Public 
Law 346 of the 78th Congress. The most significant difference is that the current 
act is coordinated with existing State laws and utilizes State eligibility and 
disqualification provisions, while the 1944 act superimposed special eligibility and 
disqualification requirements. A second difference that we think is desirable is 
that the current law is a supplemental program which requires that the veteran 
use and exhaust any State rights that he may have before using his Federal 
benefits, while the 1944 act required the veteran to make a choice between Federal 
and State benefits 

_Any comparison of the two programs, of course, must take into account the 
difference in the number of individuals having rights under each of the programs, 
and the economic conditions that existed under each of the programs. In 1946, 
the armed services demobilized over 10 million men in less than 1 year. We were 
changing our economy from a wartime basis to peacetime, and a much higher 
percentage of veterans were unable to find employment immediately after separa- 
tion than has been the case with the Korean veterans. When the program started 
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October 15, 1952, there were 1% million veterans eligible for these benefits. The 
ee has grown from then at a very steady pace of approximately 100,000 per 
month. 

Finally, the experience gained in the State-Federal operation of the SRA pro- 

has been of incalculable value in the current program. We have drawn 
on that experience continuously. 

“9. Is it a valid assumption that a veteran, after a reasonable period of transi- 
tion, tends to acquire rights to the regular State UC benefits? Do you have any 
estimates as to the general time period required under existing economic condi- 
tions for a veteran to earn rights under the regular State program? Is this as- 
sumption weakened by exclusions from coverage?” 

e requested six State agencies to screen all veterans who filed initial (or first) 
claims during the third quarter of 1953, against wage record files for that quarter 
and the four succeeding quarters to obtain information as to the proportion of 
sorte who earned sufficient wage credits to make them eligible for compensa- 

on. 

The State reports show that approximately 65 percent of the title IV claimants 
earned State wage credits during the five quarters and two-thirds of these earned 
sufficient wage credits to entitle them to State benefit payments. 

It is true that the extent to which veterans can acquire State rights is limited 
by lack of coverage under State laws. Persons employed in the excluded jobs, 
such as in agriculture, nonprofit institutions, and those working for employers 
who do not hire enough workers to be covered by State law, obviously do not 
accumulate State rights. During fiscal year 1954, only 55 percent of the civilian 
labor force was insured. 

“10. What is your judgment on the adequacy of the placement operations 
being performed by the State offices? Are these veterans being given less em- 
eres because the benefits are paid by Federal funds? Is the placement process 

ing used to assure that benefits are being paid only to veterans unemployed for 
valid reasons?” 

It is our opinion that an excellent job is being done by the State employment 
service in placing veterans in jobs. his belief is substantiated by the fact that 
nearly one-third of the veterans who file new claims do not keep their claims active 
to the point of receiving a first benefit payment 

An informational program concerning job opportunities and job placement is 
provided by the employment service at centers where veterans are separated. 

State and National requirements also emphasize the placement of veterans. 
All applicants who are veterans, whether claiming unemployment benefits or 
not, are given job assistance in accordance with individual needs and qualifications 
for job openings. The claim status of the veteran is not a factor in the effort 
mace to place him in the shortest possible time 

All veterans are given priority over nonveterans in the selection and referral 
to jobs. Local offices have interviewers and veterans’ representatives who are 
especially trained to assist the veteran in his job problems. Counseling, testing, 
individual job development, and labor market information are made available to 
veterans needing such assistance. 

The monthly activity reports submitted from all State offices indicate that 
the veterans have received extensive placement assistance. In the calendar 
year 1954 only 40 percent of all new male applicants for work were veterans, but 
they accounted for 48 percent of all the male nonagricultural placements during 
that period. For the past 5 years, the proportion of veteran placements to total 
male placements has been higher than the proportion of veteran new applicants 
to total male new applicants 

We think that the provisions in Public Law 550 requiring payments to be made 
by the State employment security agency under the applicable provisions of the 
State unemployment compensation law with the same eligibility requirements 
and the same disqualifications prevent the payment of Federal funds to veterans 
unless they are unemployed for valid reasons. 

We believe the program is running well; that the veterans generally are not 
“milking” the fund nor attempting to obtain benefits improperly; and that they 
are being given careful, special help in finding suitable work. We believe the 
program and the law on which it is based are beneficial to the veterans 
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8 LIMITATION ON APPLICATION FOR UNEMPLOYMENT COMPENSATION 


Testimony before the subcommittee considering this bill indicated 
its enactment would result in a saving of $18,000,000. 

The reports of the Veterans’ Administration and the Department 
of Labor follow: 


DEPARTMENT OF LaBor, 
wa ise fr re SaraeTAS “ 
ashington, May 17, 1956. 
Hon. Ourn E. Teacup, ‘ 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear ConGressMAN TeEaGue: I should like to express my views on H. R. 4946, 
a bill to amend title IV of the Veterans’ Readjustment Assistance Act. The bill is 
a part of the legislative program of the Department of Labor and the Bureau of 
the Budget advises that its enactment would be in accord with the program of 
the President. 

The proposed legislation would amend title IV of the Veterans’ Readjustment 
Assistance Act of 1952, as amended (38 U. 8S. C. 901 et seq.) by placing a limit on 
the time within which a veteran may file for unemployment compensation benefits 
under title IV. 

The present language of the act permits veterans to secure unemployment com- 
pensation benefits upon discharge from the service to the extent that they are not 
eligible under State law. The President’s proclamation of January 1, 1955, 

rovides that all benefits shall cease under this program on February 1, 1960. 
Towever, since the act does not put any limit upon the time within which a veteran 
can file for benefits while the program is in operation, he is eligible for benefits at 
any time prior to February 1, 1960, regardless of when he was discharged, as long 
as he has not drawn the maximum amount. As a result, costs will continue and 
records will have to be kept on each veteran until he has drawn the maximum 
amount, or until the program ceases. A veteran who has qualified for benefits 
under a State unemployment compensation law will be able to secure supple- 
mental benefits under title IV, if the State benefits are smaller either in duration or 
amount, until the veteran has received a total of $676 under title IV. 

I believe, therefore, that the act should be amended to provide that an ex- 
serviceman shall not be eligible for these special benefits more than 3 years after 
his discharge or the effective date of the amendment, whichever is later, except 
where the veteran has pursued education and training or vocational rehabilitation 
programs provided by the act or regulations thereunder. A 3-year period is suffi- 
ciently long to enable the veteran to make the adjustment from military to civilian 
life and to give him an opportunity to accumulate wage credits under the State 
program. The Servicemen’s Readjustment Act of 1944, which provided unem- 
Par meet compensation for World War II veterans, contained a time limitation of 

years. 

I recommend that H. R. 4946 be enacted. 

Sincerely yours, 
James P. MitTcHett, 
Secretary of Labor. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 12, 1956. 
Hon. Our E. Treaaue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 4946, 84th Congress, a bill to amend title IV 
of the Veterans’ Readjustment Assistance Act. 

The purpose of the bill is to amend section 409 of title IV of the Veterans’ 
Readjustment Assistance Act of 1952 to provide (a) That no unemployment com- 
pensation shall be paid under that title for any week commencing more than 3 
years after the effective date of the amendment made by the bill or 3 years after 
the effective date of the discharge or release of the veteran from active service as 
prescribed in section 407 (a) of the act, whichever is the later date; and (b) that 
if the veteran has pursued a program of education or training or vocational re- 
habilitation for a period in excess of 2 years after the 90th day after the date of 
enactment of the act, or after discharge or release from active service, whichever 
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LIMITATION ON APPLICATION FOR UNEMPLOYMENT COMPENSATION 9 


is the later, no compensation would be paid for any week commencing more than 
1 year after the termination of his program of education or training or vocational 
rehabilitation or 5 years after his poaperee or release from active service, which- 
ever is the earlier. The bill further provides that in no event shall unemployment 
compensation be paid for any period after January 31, 1960. 

The termination date for the whole program under section 409 of the act is 
“5 years after the date determined by Presidential proclamation or concurrent 
resolution of the Congress prescribed in sectfon 407 (a).’”’ The President, by 
Proclamation 3080, dated January 1, 1955, determined February 1, 1955, for the 
purposes of section 407 (a), as the date prior to which persons must have served in 
the active service in the Armed Forces (on or after June 27, 1950) in order to come 
within the meaning of the term ‘‘veteran.” 

Title IV of the Veterans’ Readjustment Assistance Act of 1952 provides for the 
payment to veterans of unemployment compensation at the rate of $26 per week 
with respect to weeks of unemployment (not in excess of a total of 26 weeks). A 
veteran is defined in section 407 (a) of the act as ‘“‘any person who has served in 
the active service in the Armed Forces at any time on or after June 27, 1950, and 
prior to such date as shall be determined by Presidential proclamation or concur- 
rent resolution of the Congress [February 1, 1955], and who has been discharged 
or released from such active service under conditions other than dishonorable 
after continuous service of ninety days or more, or by reason of an actual service- 
incurred injury or disability.” 

That portion of the bill which would amend section 409 of the Veterans’ Read- 
justment Assistance Act of 1952 so as to limit the period during which unemploy- 
ment compensation for veterans may be paid to a specific length of time after 
discharge is consistent with the philosophies surrounding the development and 
passage of the Veterans’ Readjustment Assistance Act of 1952, which is intended 
to provide assistance to veterans in their readjustment from military to civilian 
life. For example, title Il, containing the educational and voeational assistance 
provisions of the act, limits the time for entering training to 3 years after discharge 
or August 20, 1954, whichever is later. 

Section 700 of the Servicemen’s Readjustment Act of 1944, as amended, relatin 
to the payment of readjustment allowances, a similar benefit authorized for Worl 
War II veterans, provides that any week of unemployment for which the allowance 
is claimed must occur not later than 2 years after discharge or release or the 
termination of the war (July 25, 1947), whichever is the later date. 

It is noted that H. R. 7656, 82d Congress, 2d session, which became the Vet- 
erans’ Readjustment Assistance Act of 1952, as originally passed by the House 
of Representatives, did not contain a provision for the payment of unemploy- 
ment compensation. However, during consideration of the bill by the Senate, 
an amendment offered by Senator Ferguson from the floor to provide such a 
benefit was adopted and the bill as amended was passed by the Senate. A pro- 
vision of that amendment would have prohibited the payment of unemployment 
compensation for any week of unemployment occurring later than 15 months 
after the date of enactment or the date of discharge or release from active service, 
whichever date would have been the later, with an overall cutoff provision of 5 
years such as is contained in the present law. Subsequently, in conference, the 
provisions of the Senate amendment were modified to eliminate any time limita- 
tion with respect to the date of discharge from service but continued the present 
overall cutoff date of 5 years after the close of the service period. 

The amendment proposed in subsection (a) of section 409 conforms with the 
recommendation on this subject made by the President in his budget message of 
January 17, 1955, to the Congress and appears to be a reasonable limitation for 
providing this readjustment benefit. The amendment proposed in subsection 
(b) of section 409, extending the cutoff date for veterans pursuing a program of 
education or training or vocational rehabilitation, would grant a privilege not 
available to World War II veterans similarly situated. It would appear, how- 
ever, that the Department of Labor, the administering agency for the program 
and advocate of the subject legislation, is of the view that it would be equitable 
to toll the running of the period in the case of the special groups mentioned. 

Advice has been received from the Bureau of the Budget with respect to a 
companion bill, 8. 1418, that its enactment would be in accord with the program 
of the President. 

Sincerely yours, 
H. V. Hietxy, Administrator. 
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RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 

Section 409 of Public Law 550, 82d Congress: 


H. R. 4946, as INTRopUcED 
TERMINATION 


Sec. 409. [No compensation shall be paid under this title for any week com- 
mencing more than five years after the date determined by Presidential proclama- 
tion or concurrent resolution of the Congress prescribed in section 407 (a).] 

(a) No compensation shall be paid under this title for any week commencing more 
than three years after the effective date of this amendment to this section or the effective 
— of the discharge or release prescribed in seclion 407 (a), whichever is the later 

é. 

(b) In the case of any veteran who has pursued a program of education or training 
under title II, a program of vocational rehabilitation under part VII of Veterans 
Regulation Numbered 1 (a), or a program of education or training under part VIII 
of Veterans Regulation Numbered 1 (a) for a period or periods in excess of two years 
after the ninetieth day after the date of enactment of this Act, or after his discharge or 
release from active service, whichever is the later, no compensation shall be paid under 
this title for any week commencing more than one year after the termination of his 
program of education or training or vocational rehabilitation or five years after his 
discharge or release from active service, whichever is the earlier. 

(c) In no event shall compensation be paid under this title for any period after 
January 31, 1960. 


H. R. 4946, as Rerorrep 
TERMINATION 


Sec. 409. [No compensation shall be paid under this title for any week com- 
mencing more than five years after the date determined by Presidential proclama- 
tion or concurrent resolution of the Congress prescribed in section 407 (a).] 

(a) No compensation shall be paid under this title for any week commencing more 
than three years after the effective date of this amendment to this section or the effective 
date of the discharge or release prescribed in section 407 (a), whichever is the later date. 

(b) In no event shall compensation be paid under this title for any period afler 
January 31, 1960. 
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EXTENSION OF TIME FOR APPLYING FOR MUSTERING- 
OUT PAYMENTS 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 5792} 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 5792) to amend the Veterans’ Readjustment Assistance Act 
of 1952, to extend the time for filing claims for mustering-out pay- 
ments, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


Title V of the Veterans’ Readjustment Assistance Act of 1952 pro- 
vides mustering-out payments for veterans of the Korean conflict in 
amounts of $100, $200, or $300, depending upon the length and type 
of service of the veteran involved. The act also provides that in 
order to be eligible for this mustering-out payment application must 
be made within 2 years after the date of enactment which in effect 
set. the final date for applying as July 16, 1954. 

The first payment of mustering-out pay is made in nearly all in- 
stances today at the time that the man is discharged from the service. 
The other two payments, if he is eligible for that many, are made 
approximately 30 days apart, after his discharge. 

Many veterans of the Korean conflict were discharged before the 
date of enactment of the Veterars’ Readjustment Assistance Act of 
1952—July 16, 1952—and thus did not receive their payments at the 
time of their release from the service. 

The purpose of this bill is to provide an opportunity for these 
Korean conflict veterans to apply for this benefit on or before July 16, 
1956. In effect, it is a 2-year extension. 

The information received by the committee at the time of the 
hearing was that there are approximately 3,867 cases involved— 
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2 EXTEND TIME FOR APPLYING FOR MUSTERING-OUT PAYMENTS 


divided among 2,500 in the Army, 200 in the Navy, 267 in the Marine 
Corps, and 900 in the Air Force. The overall average payment of 
mustering-out pay is $251, and this is based on a $230 figure for the 
Navy and Marine Corps, $250 for the Air Force, and $275 for the 
Army. Because of the amount of the award and the number of vet- 
erans involved, it seems unlikely that the cost of this legislation 
would exceed $900,000. 
The report of the Department of Defense and the Veterans’ Admin- 

istration follows: 

DEPARTMENT OF THE AIR FORCE, 

OFFICE OF THE SECRETARY, 
Washington, May 16, 1956: 
Hon: Ourn E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives. 


Dear Mr. Cuatrman:I refer to your request for the views of the Department 
of Defense on H. R. 4237, a bill to amend section 503 of the Veterans’ Readjust- 
ment Assistance Act of 1952 to allow certain veterans to file claims for mustering- 
out payment prior to July 16, 1955, and H. R. 5792, a bill to amend the Veterans’ 
Readjustment Assistance Act of 1952, to extend the time for filing claims for 
mustering-out payments. The Secretary of Defense has delegated to the Depart- 
ment of the Air Force the responsibility for expressing the views of the Department 
of Defense on these bills. 

The purpose of both of these bills is to extend the time within which veterans 
may file claims for mustering-out payments under the Veterans’ Readjustment 
Assistance Act of 1952. H.R. 4237 would extend the time for 1 year to July 16, 
1955, and H. R. 5792 would extend it for 2 years to July 16, 1956. 

The Department of Defense is in accord with the principle embodied in these 
bills that certain veterans should not be deprived of benefits received by other 
veterans similarly situated because of the expiration of an arbitrary cutoff date. 
The Department of the Air Force, therefore, on behalf of the Department of 
Defense favors the enactment of H. R. 5792 and prefers it to H. R. 4237 because 
of the longer period provided for in H. R. 5792. 

Any additional expenditures within the Department of Defense caused by the 
enactment of H. R. 5792 or H. R. 4237 can be absorbed within existing appro- 
priations. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Davip S. Smira, 
Assistant Secretary of the Air Force: 


Vererans’ ADMINISTRATION, 
OrricE oF THE ADMINISTRATCR OF VETERANS’ AFFAIRS, 
Washington, D. C., May 10, 19568. 
Hon. Ourn E. Treacur, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: Reference is made to your request for reports by the 
Veterans’ Administration on H. R. 4237, 84th Congress, a bill to amend section 
503 of the Veterans’ Readjustment Assistance Act of 1952 to allow certain vet- 
erans to file claims for mustering-out payment prior to July 16, 1955, and H. R. 
5792, 84th Congress, a bill to amend the Veterans’ Readjustment Assistance 
Act of 1952, to extend the time for filing claims for mustering-out payments. 

The purpose of H. R. 4237 is to extend to July 16, 1955, the period during which 
application for mustering-out payment must be made by members of the Armed 
Forces entitled to such payment who were discharged or released from active 
service before July 16, 1952, the effective date of title V of the Veterans’ Readjust- 
ment Assistance Act of 1952. H. R. 5792 would extend this period for making 
application in such cases to July 16, 1956. Under existing law it is required that 
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EXTEND TIME FOR APPLYING FOR MUSTERING-OUT PAYMENTS 3 


application in such cases must be made within 2 years after July 16, 1952, the 
date of enactment of title V. 

As the committee is aware, the benefit of mustering-out payments authorized 
under title V of the Veterans’ Readjustment Assistance Act of 1952 is administered 
by the secretaries of the respective service departments and the Veterans’ Ad- 
ministration is charged with no responsibility in connection therewith. Accord- 
ingly, this agency defers to those mR ao with respect to any recommenda- 
tion on the merits of H R. 4237 or H. R. 5792. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
H. V. Hiaiey, Administrator. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


Section 503, Pustic Law 550, 82p Concress 
TIME LIMITATIONS 


Sec. 503. Any member of the Armed Forces entitled to mustering-out payment 
who shall have been discharged or relieved from active service under honorable 
conditions before the effective date of this title shall, if application therefor is 
made [within two years after the date of enactment of this title], on or before 
July 16, 1956, be paid such mustering-out payment by the Department of the 
Army, Navy, or Air Force, or the Treasury partment, as the case may be, 
beginning within one month after application has been received and approved 
by such department. No member of the Armed Forces shall receive mustering- 
out payment under this title more than once, and such payment shall accrue and 
the amount thereof shall be computed as of the time of discharge for the purpose 
of effecting a permanent separation from the service or of ultimate relief from 
active service or, at the option of such member, for the purpose of enlistment, 
reenlistment, or appointment in a regular component of the Armed Forces. 
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EXTENDING THE PERIOD OF AUTHORIZATION OF AP- 
PROPRIATIONS FOR THE HOSPITAL CENTER AND 
FACILITIES IN THE DISTRICT OF COLUMBIA 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMuttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 5852] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 5852) to extend the period of authorization of appro- 
priations for the hospital center and facilities in the District of 
Columbia, having considered the same, reports favorably thereon 
without amendment and recommends that the bill H. R. 5852 do pass. 

The need for this legislation is explained in a letter under date of 
January 13, 1955, from the Administrator of General Services Admin- 
istration to the Speaker of the House of Representatives. 


The proposed bill is part of the legislative program for 1955 of the General 
Services Administration. It does not involve the expenditure of any funds. 
It removes a technical objection to the consideration of subsequent requests 
for appropriations, within the amount originally authorized, by extending from 
June 30, 1955, to June 30, 1957, the period of authorization of appropriations. 

Authorization of appropriations of $35 million for the period ending June 30, 
1952, for the construction of a hospital center and the making of grants for 
hospital facilities in the District of Columbia was contained in section 6 of the 
act of August 7, 1946 (60 Stat. 897). By theact of June 28, 1952 (66 Stat. 288), 
the period was extended to June 30, 1955. 

An administrative limitation of $21,700,000 was established on the total 
authorization for the purpose of construction of the hospital center. The sum 
of $2,200,000 was appropriated for the nk ag by the Independent Offices Appro- 
priation Acts of 1948 and 1949 (61 Stat. 595, 62 Stat. 184), and a contract 
authorization of $19,500,000 was made by the latter act. An appropriation of 
$4,500,000 was made by the Independent Offices Appropriation Act, 1955 (68 
Stat. 682), to liquidate a portion of the contract authorization. , 

On November 10, 1954, contracts were awarded to the Standard Construction 
Co., Inc., and Westinghouse Electric Corp., Elevator Division, respectively, for 
the construction of the hospital center and installation of the elevators. 

During 1955 this agency will seek an appropriation of $9,700,000, to be avail- 
able for the fiscal year 1956, to liquidate an additional portion of the contract 
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authorization. During 1956 this agency will seek an appropriation of $5,300,000, 
to be available during the fiscal year 1957, to complete liquidation of the con- 
tract authorization. 

During the fiscal year 1955 this agency will also seek a further appropriation 
of $1,610,000 for grant purposes, which is within the amount originally authorized 
for appropriation, occasioned by the addition of the Georgetown University Hos- 
pital to the list of facilities eligible for assistance. 

Section 6 of the amended act should accordingly be further amended to con- 
form with the proposed making of appropriations for hospital purposes during 
fiscal year 1956 and to take care of any delay which may occur at the end of that 
year, during fiscal year 1957. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


60 Strat. 897 


. - * * ® + . 

Sec. 6. For carrying out the purposes of this Act, including administrative 
expenses, there is hereby authorized to be appropriated during the period ending 
{June 30, 1955] June 30, 1957, the sum of $35,000,000 to be appropriated at 
such times and in such amounts as the Congress shall determine. 


H. Rept. 886 
O 








mn 
dd 


n- 
1g 
at 


ve 
ng 
at 


84TH CoNGREsS { HOUSE OF REPRESENTATIVES © { REportT 


1st Session No. 887 





AUTHORIZING OFFICERS AND MEMBERS OF THE METROPOLITAN 
POLICE FORCE AND OF THE FIRE DEPARTMENT OF THE DIS- 
TRICT OF COLUMBIA VOLUNTARILY TO PERFORM CERTAIN 
SERVICES ON THEIR TIME OFF FROM REGULARLY SCHEDULED 
TOURS OF DUTY AND TO RECEIVE COMPENSATION THEREFOR 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMrttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany H. R. 5892] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 5892) to authorize officers and members of the Metro- 
politan Police force and of the Fire Department of the District of 
Columbia voluntarily to perform certain services on their time off 
from regularly scheduled tours of duty and to receive compensation 
therefor, and for other purposes, having considered the same, reports 
favorably thereon with amendment and recommend that the bill 
(H. R. 5892), as amended, do pass. 

The amendments are as follows: 

On page 2, line 5 strike the word “added” and insert in lieu thereof 
the word “‘amended’’. 

On page 3, line 20, strike “secs. 4-301” and insert in lieu thereof 
“secs. 4-501”. 

In the 80th Congress, Public Law 837 was enacted, which gave the 
Chief of the Fire Department and the Chief of the Police Department 
authority to post police and firemen at, on, or about licensed places 
in the District of Columbia for the protection of the public. These 
licensed places have always paid the charges for the police and fire 

rotection. However, the men used in such details have been drawn 
rom the regularly assigned police and firemen. There are four such 
licensed places in the District of Columbia who regularly use men from 
the Police and Fire Departments and who reimburse the District of 
Columbia government. These four places are Turner’s Arena, 
Uline Arena, Griffith Stadium, and Constitution Hall. The only 
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purpose in the proposed legislation in H. R. 5892 is to also make the 
charges for police and fire protection applicable to the Armory, which 
has always been exempt from paying for such police and fire protec- 
tion the same as other similar concerns in the District of Columbia. 

The bill would also permit a pool of volunteers to be made from 
off-duty police and firemen, who would be assigned to perform such 
duties at the pleasure of the Chief of the Fire Department and the 
Chief of the Police Department. Charges for such services would 
be paid by the licensed businesses to the Commissioners of the District 
of Columbia, where it would be set up in a trust fund and paid to 
the employees who perform such services. 

During the fiscal year 1954 in policing the licensed businesses 
enumerated under this bill a total of 18,451 man-hours was taken 
from regularly assigned policemen in the District of Columbia and 
diverted to these licensed places at a cost of approximately $30,091.62. 
If the proposed legislation is enacted, 13,451 additional man-hours 
will be available to the Police Department and these extra-detail 
duties will be covered by off-duty policemen. 

This legislation has the approval of the Commissioners of the 
District of Columbia, the Chief of the Metropolitan Police Depart- 
ment, and many other public-spirited citizens. 


e 
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EMPLOYMENT OF RETIRED MILITARY PERSONNEL IN 
FEDERAL CIVIL SERVICE 





Junge 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 
{To accompany H. R. 5893) 


The Committee on Veterans’ Affairs to whom was referred the bill 
(H. R. 5893) to amend paragraph I (a), part I, of Veterans Regulation 
No. 1 (a), as amended, to make its provisions applicable to active 
service on and after June 27, 1950, and prior to February 1, 1955, 
and for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


EXPLANATION OF BILL 


Under the provisions of section 212 of Public Law 212 of the 72d 
Congress, no person holding a civilian office or position, either appoin- 
tive or elective, under the United States Government or the municipal 

vernment of the District of Columbia, or any corporation of the 

nited States, shall be entitled to receive retired pay from the United 
States on account of service as a commissioned officer in excess of an 
amount which when combined with the annual rate of compensation 
from such civilian office or position, makes the total rate from both 
sources more than $3,000. 

The exceptions to this act are in the case of any Regular or emer- 
gency commissioned officer retired for disability on a basis of (1) an 
injury incurred in combat with an enemy of the United States, or (2) 
caused by an instrumentality of war and incurred in line of duty 
during war service as provided in Veterans Regulation No. 1 (a), part 
I, paragraph I. Exception 2 applies to those who have been retired 
for disability received in World War I or II service, but does not cover 
the Korean period of service from June 27, 1950, through January 31, 
1955. The purpose of this bill is to provide coverage for this Korean 
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period and increase the ceiling on dual payments from $3,000 to 
$10,000. 

Public Law 28 of the 82d Congress in effect gave to veterans of the 
Korean period certain benefits enjoyed by men and women who served 
in World War II. This act is not in the form of an amendment to 
part I of Veterans Regulation No. 1 (a), as amended, and did not 
entitle those entitled to benefits under its provisions to the exemption 
provided under section 212 for World War II veterans which limits 
its scope to those retired for disability incurred in line of duty during 
an enlistment or employment “as provided in Veterans Regulation 
Numbered 1 (a), part I, paragraph I.” 

The requirement relates solely to salary from a civilian position 
and retirement pay, and does not affect the receipt of compensation 
paid by the Veterans’ Administration. Thus, a veteran receiving com- 

ensation for the loss of both legs, for example, could be employed 
by the Federal Government or the District of Columbia government 
or any Government corporation at whatever salary his ability war- 
ranted. 

The $3,000 limitation in section 212 of Public Law 212 was deter- 
mined to be a reasonable maximum by the 72d Congress in 1930, 
In 25 years, economic conditions have changed to such a degree as to 
make the present restriction of $3,000 totally unrealistic. For 
example, the basic pay rates for a GS-t position range from $2,500 to 
$2,980, with higher rates for longevity. A GS-5 ranges from $3,410 
to $4,160. Military pay has increased drastically since 1930 and 
with it, of course, goes an increase in retirement pay. As can be 
readily seen from the tables reproduced below, the existing limitation 
of $3,000 virtually bars a retired man or woman from employment 
with the Government and in many cases it means the loss of valuable 
skills which could and should be utilized. It is for this reason that 
the committee has increased the ceiling to $10,000. 

The current pay table for classified civil service employees and re- 
tired pay for military personnel follow: 


The pay scales of the Classification yo of gt as amended July 1951—General 
chedule 





Basic pay rates Longevity 





$2,740 | $2,820 
2, 3, 070 
3, 190 
3,415 
3, 785 


$3, 140 
3, 390 
3, 590 
3,815 
4,410 
4, 795 
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Career Incentive Act of 1955—monthly rates retired pay—effective Apr. 1, 1956 
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The reports of the Department of Defense and the Veterans’ 
Administration follow: 


DEPARTMENT OF THE Navy, 
Orrice oF THE JupGce ApvocaTE GENERAL, 
Washington 25, D. C., March 23, 1956, 
Hon. Ourn E. Teacus, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Cuarrman: Your request for comment on the bill H. R. 4490, 
to amend paragraph I (a), part I of the Veterans’ Regulation No. 1 (a), as amended, 
to make its provisions applicable to active service during an enlistment or employ- 
ment entered into on or after June 27, 1950, and prior to February 1, 1955, has 
been assigned to this Department by the Secretary of Defense for the preparation 
of a report thereon expressing the views of the Department of Defense. 

This bill would amend Veterans’ Regulation No. 1 (a), as amended (38 U. S. C., 
ch. 12A) by adding to its provisions relative to the payment of a pension to 
veterans and dependents of veterans for disability or death resulting from active 
military or naval service the phrases ‘‘or during an enlistment or employment 
entered into on or after June 27, 1950, and prior to February 1, 1955” and “on 
active service on or after June 27, 1950, and prior to February 1, 1955.” 

The basic statute which this regulation implements (the act of March 20, 1933, 
48 Stat. 8) stipulates in section 19, title I, that “the regulations issued by the 
President under this title which are in effect at the expiration of two years after 
the date of enactment of this Act shall continue in effect without further change 
or modification until the Congress by law shall otherwise provide.” 

Thus, this Veterans Regulation 1 (a) can apparently only be amended by law, 
as H. R. 4490 seeks to do. 

The effect of H. R. 4490 is to exclude from the statutory limitation on the 
amount of retired pay to which commissioned officers holding Federal civil office 
are entitled (the act of June 30, 1932, 47 Stat. 406, as amended, 5 U. 8. C. 59a), 
those commissioned officers retired for disability caused by an instrumentality 
of war and incurred in line of duty during an enlistment or employment entered 
into on or after June 27, 1950, and prior to February 1, 1955, or during active 
service between those dates. 

The Department of the Navy, on behalf of the Department of Defense, inter- 
poses no objection to the enactment of H. R. 4490. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the Budget 
as to the relationship of this report to the program of the President. 

For the Secretary of the Navy. 

Sincerely yours, 
Ira H. Nunn 
Rear Admiral, USN, 
Judge Advocate General of the Navy. 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., May 23, 1956. 
Hon. Ourn E. Tracue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Daar Mr. Teacue: This is in reply to your request for a report on H. R. 
5893, 84th Congress, a bill to amend paragraph I (a), part I of Veterans Regula- 
tion No. 1 (a), as amended, to make its provisions applicable to active service on 
and after June 27, 1950, and prior to February 1, 1955, and for other purposes. 

The purpose of section 1 of the bill is to make inapplicable to certain persons 
who served in active service between June 27, 1950, and February 1, 1955, the 
limitation contained in section 212 of Public, No. 212, 72d Congress, June 30, 
1932, against the receipt of dual compensation from a civilian office or position 
under the United States Government or under the municipal government of the 
District of Columbia or any corporation, the majority of the stock of which is 
owned by the United States, and: retired pay from the United States on account 
of services in the Armed Forces in excess of $3,000. The purpose of section 2 of 
the bill is to increase the mentioned $3,000 limitation from $3,000 ‘to $10,000. 








5, 


1490, 
und, 
ploy- 
, has 
ation 


3. C., 
yn to 
ctive 
ment 
| “on 


1933, 
y the 
after 
ange 


’ law, 


n the 
office 
59a), 
tality 
tered 
active 


inter- 
scord- 


udget 


vy. 


955. 


H. R. 
egula- 
rice on 
"pases. 
ergons 
5, the 
ne 30, 
position 
of the 
hich is 
ecount 
mn 2 of 





EMPLOY RETIRED MILITARY PERSONNEL IN CIVIL SERVICE 23 


Section 212 of Publie No. 212 (5 U. S. C. 59a), as amended, provides: 

“(a) After June 30, 1932, no person holding a civilian office or position, appoin- 
tive or elective, under the United States Government or the municipal govern- 
ment of the District of Columbia or under any corporation, the majority of the 
stock of which is owned by the United States, ual be entitled, during the period 
of such incumbency, to retired pay from the United States for or on account of 
services as a commissioned officer in any of the services mentioned in Title 37 
at a rate in excess of an amount which when combined with the annual rate of 
compensation from such civilian office or position, makes the total rate from both 
sources more than $3,000; and when the retired pay amounts to or exceeds the 
rate of $3,000 per annum such person shall be entitled to the pay of the civilian 
office or position or the retired pay, whichever he may elect. As used in this 
section, the term “retired pay”’ shall be construed to include credits for all service 
that lawfully may enter into the computation thereof. 

““(b) This section shall not apply to a yaaee whose retired pay, plus civilian 
pay, amounts to less than $3,000: Provided, That this section shall not apply to 
any regular or emergency commissioned officer retired for disability (1) incurred 
in combat with an enemy of the United States, or (2) caused by an instrumentality 
of war and incurred in line of duty during an enlistment or employment as 
provided in Veterans Regulation Numbered 1 (a), part I, paragraph I.’ 

It will be noted that subparagraph (b) states that this section shall not apply 
to any regular or emergency commissioned officer retired for disability (1) incurred 
in combat with an enemy of the United States, or (2) caused by an instrumentality 
of war and incurred in line of duty during an enlistment or employment as pro- 
vided in Veterans Regulation No. 1 (a), part I, 1 peng I. Paragraph I, 
part I of Veterans Regulation No. 1 (a), as amended, among other things, refers 
to service during World War I and World War II but contains no reference to 
service on or after June 27, 1950, and prior to February 1, 1955. Accordingly, 
those who served during the last specified dates are not entitled to the exemption 
provided in clause (2) of subparagraph (b) of section 212. 

The Veterans’ Administration has no objection to favorable consideration of 
the provisions of section 1 of the bill. The provision of section 2 of the bill, 
which would authorize the receipt of dual compensation from a civilian office or 
position and receipt of retired pay not in excess of $10,000, presents a question 
of policy for determination by the Congress as to which your committee may 
desire the views of the Civil Service Commission, the Comptroller General of 
the United States, and other interested agencies. 

The Veterans’ Administration has not sufficient information on which to 
estimate the cost of the bill, if enacted, nor has it had sufficient time in which to 
ascertain from the Bureau of the Budget the relationship of the proposed measure 
to the program of the President. 

Sincerely yours, 
H. V. Hiciey, Administrator. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII, House of Representatives, 
the changes made in existing law by the bill are shown as follows 
(existing law proposed to be omitted is in black brackets; new matter 
is in italics; existing law in which no changes are proposed is shown in 
roman); 

[Pustic No. 212—72p Concress, as AMENDED] 

* é * + * * + * 
_Sec. 212. (a) After the date of the enactment of this Acc, no person holding a 
civilian office or position, appointive or elective, under the United States Govern- 
ment or the municipal government of the District of Columbia or under any corpo- 
ration, the majority of the stock of which is owned by the United States, shall be 
entitled, during the period of such incumbency, to retired pay from the United 
States for or on account of services as a commissioned officer in any of the services 
mentioned in the Pay Adjustment Act of 1922[U. 8. C., title 37], at a rate in excess 
of an amount which when combined with the annual rate of compensation from 
such civilian office or position, makes the total rate from both sources more than 

$3,000] $10,000; and when the retired pay amounts to or exceeds the rate of 
$3,000 ] $10,000 per annum such person shall be entitled to the pay of the civilian 
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office or position or the retired pay, whichever he may elect. As used in this seo- 
tion, the term “retired pay”’ shall be construed to include credits for all service that 
lawfully may enter into the computation thereof. 

(b) This section shall not apply to any person whose retired pay, plus civilian 
pay, amounts to less than [$3,000] $10,000: Provided, That this section shall not 
apply to any regular or emergency commissioned officer retired for disability 
(1) incurred in combat with an enemy of the United States, or (2) caused by an 
instrumentality of war and incurred in line of duty during an enlistment or em- 
ployment as provided in Veterans Regulation Numbered 1 (a), part I, paragraph I. 

* * * 7 . * * 

Approved June 30, 1932. 


Part I, paragraph I of Veterans Regulations Numbered 1 (a): 


VETERANS REGULATIONS PROMULGATED BY THE PRESIDENT PUR. 
SUANT TO THE ACT OF MARCH 20, 1933, PUBLIC NO. 2, SEVENTY. 
THIRD CONGRESS, AS AMENDED BY VETERANS REGULATIONS 
(EXECUTIVE ORDERS) AND PUBLIC LAWS (38 U. S, C., CH. 12A, VET. 
ERANS REGULATIONS) 


VETERANS REGULATION NO. 1 (a), AS AMENDED 
ENTITLEMENT TO PENSIONS 
Part I 


PENSIONS TO VETERANS AND THE DEPENDENTS OF VETERANS FOR DISABILITY OR 
DEATH RESULTING FROM ACTIVE MILITARY OR NAVAL SERVICE DURING THE 
SPANISH-AMERICAN WAR, BOXER REBELLION, PHILIPPINE INSURRECTION, 
AND/OR THE WORLD WAR 


I. (a) For disability resulting from personal injury or disease contracted in 
line of duty, or for aggravation of a preexisting injury or disease contracted or 
suffered in line of duty, when such disability was incurred in or aggravated by 
active military or naval service during an enlistment or employment entered 
into on or after April 21, 1898, and before August 13, 1898, where the injury or 
disease was incurred or aggravated prior to July 5, 1902; or during an enlistment 
or employment where there was actual participation in the Philippine Insurrec- 
tion on or after August 13, 1898, and before July 5, 1902; provided, however, 
that if the person was serving with the United States military forces engaged in 
the hostilities in the Moro Province the dates herein stated shall extent to July 
15, 1903; or during an enlistment or employment where there was actual par- 
ticipation in the Boxer Rebellion on or after June 20, 1900, and before May 13, 
1901; or during an enlistment or employment entered into on or after April 6, 
1917, and before November 12, 1918, where the disease or injury was incurred 

rior to July 2, 1921; provided, however, if the person was serving with the 
Pnited States military forces in Russia the dates herein shall be extended to 
April 1, 1920; or during an enlistment or employment entered into on or after 
December 7, 1941, and before the termination of hostilities incident to the pres- 
ent war as determined by proclamation of the President or by concurrent reso- 
lution of the Congress or during an enlistment or employment entered into on or 
after June 27, 1950, and prior to February 1, 1955; or where such disability was 
incurred in or aggravated by active military or naval service during an enlist- 
ment or employment where there was active service in the Spanish-American 
War, or actual participation in the Boxer Rebellion, or Philippine Insurrection, 
Gr active service in the World War or in World War II or active service on or after 
June 27, 1950, and prior to February 1, 1955, during the dates specified the 
United States will pay to any person thus disabled and who was honorably dis- 
charged a pension as hereinafter provided, but no pension shall be paid if the 
disability is the result of the person’s own misconduct. 
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AMENDING SECTION 8 OF THE ACT ENTITLED “AN ACT 
TO ESTABLISH A DISTRICT OF COLUMBIA ARMORY 
BOARD” 





Jung 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. McMit1an, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 6259] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6259) to amend section 8 of the act entitled “An Act 
to establish a District of Columbia Armory Board and for other 
purposes,” approved June 4, 1948, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
H. R. 6259 do pass. } 

The purpose of this legislation is twofold. First to provide that the 
Disbursing Officer of the District of Columbia is authorized to 
advance to the Armory Board, upon requisitions previously approved 
by the Accounting Officer of the District of Columbia, sums of money 
not to exceed $11,000 at any one time to be used for office and sundry 
expenses of the Armory Board, including use for change-making 
purposes. 

Under existing law the Armory Board may not have on hand a 
sum in excess of $1,000 and because of the fact that the Armory 
Board was compelled, in the protection of its own interests, to super- 
vise and control the sale of tickets at the Armory when paid admissions 
are charged for entrance to activities, it became necessary to furnish a 
change fund of considerable size. Prior to the beginning of the fiscal 
year 1954, this change fund was furnished by the ticket-sale contractor, 
for which he was paid a nominal fee. Subsequent to June 30, 1953, 
the contractor refused to continue furnishing this fund, and it was 
necessary therefore that the fund be furnished by the Armory Boari. 

The second provision of the bill sets up an amount not to exceed 
$3,000 in any fiscal year, which shall be available for promotional 
expenses in the furtherance of the secondary purposes of this act. 
There is keen competition among municipal and civic auditoriums, 
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armories, and arenas in large cities for contracts from reputable 
national organizations and producers of well-known shows for conven- 
tions, expositions, trade shows, theater, banquets, et cetera. To 
obtain this business the manager must engage in a certain amount of 
promotional activities designed to convince the other parties of the 
advantages of the District of Columbia Armory for their events and 
activities. 


This legislation has the approval of the District of Columbia 
Armory Board, of which the President of the Board of Commissioners 
of the District of Columbia is an active member. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


62 Star. 399, D. C. Copm Sc. 2-1706 


That it is hereby declared to be the policy of the Congress that the District of 
Columbia National Guard Armory shall be maintained and operated primarily 
to provide facilities for the quartering and training of the Militia of the District 
of Columbia, and, secondarily, to provide suitable facilities for major athletic 
events, conventions, concerts, and such other activities as may be in the interest 
of the District of Columbia, and that such armory shall be operated as nearly as 
practicable on a self-supporting basis. 

Sec. 2. There is hereby established an Armory Board, to be composed of the 
President of the Board of Commissioners of the District of Columbia, the Com- 
manding General of the District of Columbia Militia, and a third person not em- 
ployed by the Federal or District Governments who shall be appointed by the 
Chairmen of the District of Columbia Committees of the United States Senate 
and the United States House of Representatives for a term of three years. Fach 
member of the Armory Board is authorized to appoint, and in his discretion to 
withdraw the appointment of, an alternate and to delegate to such alternate 
authority to act in his place and stead in respect of the powers granted by this 
Act. The members of said Board and their alternates shall serve without addi- 
tional compensation. Said Armory Board shall elect a chairman from among its 
members. 

Sec. 3. For the purposes of this Act, said Armory Board is vested with the 
control of and jurisdiction over the District of Columbia National Guard Armory. 
For the purposes of maintenance and repair the armory shall be under the con- 
trol and jurisdiction of the Commissioners of the District of Columbia. 

Sec. 4. Upon the request of the Armory Board the Secretary of the Interior 
shall provide for the use of said Board, under such arrangements for improvement, 
lighting and maintenance as may be agreed upon between the Secretary of the 
Interior and said Board, such areas of land adjacent to the Armory and under the 
control of the Secretary of the Interior as said Board deems adequate for motor 
vehicle parking purposes. 

Sec. 5. The Armory Board shall set aside for the exclusive use of the militia 
of the District of Columbia such parts of the headquarters and regimental build- 
ings and basement of the drill hall, and such of the storage rooms contiguous to 
the drill hall as shown upon drawing A-3, first-floor plan, approved by the Com- 
missioners April 19, 1940, as said Armory Board may from time to time find are 
necessary for the use of the militia. The parts of the armory so set aside for the 
use of the militia shall be under the control and jurisdiction of the commanding 
general of the militia for all purposes except maintenance and repair of the 
armory. The drill hall and those parts of the armory not set aside for the exclusive 
use of the militia shall be available to the militia under schedules for joint use 
made by the Armory Board so as to carry out the purposes and intent of this Act. 

Sec. 6. In order to carry out the secondary purposes of this Act the Armory 
Board is hereby authorized, without regard to any other provisions of law— 
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(a) to determine all questions concerning the use of said armory for the 
secondary purposes of this Act; 

(b) to enter into contracts and agreements with District of Columbia and 
Federal departments, bureaus, establishments, and offices and the provisions 
of the Act of March 4, 1915, as amended (U. 8. C., 1940 edition, Supp. V, 
title 31, sec. 686), are hereby made applicable to such contracts; 

(c) to acquire by purchase or lease equipment, appliances, facilities, and 
property of any kind necessary or desirable to carry out the seconc ary 
purposes of this Act, and to sell or dispose of any such property so acquired 
by said Board when in its judgment it shall be advantageous.to do so: 
Provided, That no contract for more than $3,000 shall be entered into for 
this purpose without competitive bidding; 

(d) to erect structures or installations in all of such parts of the armory 
as are not required exclusively for military purposes, and to make such 
structural and other changes in any such structures as it may deem neces- 
sary or desirable for carrying out the secondary purposes of thisAct: Provided, 
That nothing in this Act shall authorize or permit the erection of any struc- 
ture which in the opinion of the Commanding General of the District of 
Columbia Militia will lessen the availability of the armory for military pur- 
poses; 

(e) to prepare, maintain, light, and operate motor-vehicle parking lots 
on such land as is provided for that purpose by the Secretary of the Interior 
under the ter:ns of section 4 of this Act; 

(f) to operate or contract for the operation of, such concessions, including 
the checking of clothing and the sale of nonalcoholic beverages and food, 
as the said Board tray deem appropriate to the purposes for which the armory 
may be leased: Provided, That the said Board may at its discretion, and with 
the approval of the Commanding General of the District of Columbia Militia, 
grant the concession for nonalcoholic beverages and food to the canteen of 
the District of Columbia Militia, whenever in the opinion of said Board such 
action shall be for the public interest; 

(g) to furnish such services to renters, lessees, and other occupants of the 
armory as in its judgment are necessary or suitable for carrying out the 
secondary purposes of this Act; 

(h) to rent or lease from time to time, for any of the secondary purposes 
of this Act, all or any part or parts of the armory not set aside for the ex- 
clusive use of the Militia of the District of Columbia in compliance with 
section 5 of this Act, including any or all structures, equipment, or facilities 
of the armory, at such rental values as the Armory Board shall determine to 
be fair with respect to the interests of the District of Columbia, and for such 
periods of time as the Armory Board may determine, subject to cancellation 
when the public interest requires: Provided, That every lease or rental agree- 
ment which includes therein any period of time not covered by the schedules 
furnished under the provisions of section 5 of this Act shall be binding and 
effective only when the Commanding General of the District of Columbia 
Militia has endorsed his approval thereon in writing; 

(i) to carry public liability insurance protecting the interests of the 
District of Columbia, the Commissioners of the District of Columbia, the 
District of Columbia Militia, the Commanding General of the District of 
Columbia Militia, the Armorv Board, and the members, officers, and em- 
ployees thereof; and to require tenants or lessees of the armory to carry 
public-liability insurance protecting the interests of such tenants or lessees; 

(j) to incur obligations not in excess of $50,000 at any one time in further- 
ance of the secondary purposes of this Act, and not in excess of $10,000 above 
the unobligated excess in the Armory Board Working Capital Fund; and 

(k) to aecept the gratis services of such persons as may volunteer to aid 
in the conduct of its activities. 

Src. 7. Nothing contained in this Act shall be construed as a limitation upon 
the operation of a canteen in the said armory for the use and benefit of the District 
of Columbia Militia, and any funds derived from the operation of such canteen 
shall inure to the benefit of the said District of Columbia Militia. 

Sec. 8. There is hereby created an Armory Board working capital fund in the 
amount. of $50,000, and there shall be deposited in the Treasury of the United 
States to the credit of the said Armory Board working capital fund all receipts 
derived from the exercise by the Armory Board of the powers granted by this Act. 
Said Armory Board working capital fund, including all receipts credited thereto, 
shall be used as a permanent revolving fund for all expenses incurred by the 
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Armory Board in the exercise of the powers granted by this Act, including personal 
services. There shall also be transferred to said Armory Board working capital 
fund all revenues derived from rentals of the District of Columbia National Guard 
Armory under contracts made between July 1, 1947, and the date of enactment of 
this Act, except revenues resulting from the operation of concessions, and the 
Secretary of the Treasury is authorized to transfer to the credit of the Armory 
Board working capital fund authorized by this Act funds resulting from rental of 
the District of Columbia National Guard Armory received by him and held in 
escrow pending enactment of legislation. As soon as practicable after the close 
of each fiscal year, after provision has been made for payment of all lawful obliga- 
tions then incurred, all sums in excess of $50,000 in said Armory Board working 
capital fund shall be transferred to the general revenues of the District of Colum- 
bia. Expenditures from such fund may be made only upon vouchers which have 
been certified by said Armory Board and which have been approved before pay- 
ment by the Auditor of the District of Columbia, and shall be disbursed in the 
same manner as other District of Columbia funds are disbursed: [Provided, That 
the Disbursing Officer of the District of Columbia is authorized to advance 
to the Armory Board, upon requisitions previously approved by the Auditor of 
the District of Columbia sums of money not to exceed $1,000 at any one time, to 
be used for office and sundry expenses of the Armory Board.] Provided, That the 
Disbursing Officer of the District of Columbia is authorized to advance to the Armory 
Board, upon requisitions previously approved by the Accounting Officer of the District 
of Columbia, sums of money not to etceed $11,000 at any one time to be used for office 
and sundry expenses of the Armory Board, including use for change-making purposes: 
Provided further, That, an amount not to exceed $3,000 in any fiscal year shall be 
available for promotional expenses in the furtherance of the secondary purposes of this 
Act, and the certificate of the Armory Board shall be sufficient voucher for such expendi- 
ture. There is hereby authorized to be appropriated annually such sum as may 
be required to supply any deficiency in the Armory Board working capital fund. 
Revenues resulting from the operation of concessions within the District of Colum- 
bia National Guard Armory under contracts made between July 1, 1947, and the 
date of enactment of this Act which have been held by the District of Columbia 
National Guard pending enactment of legislation are hereby transferred to the 
canteen fund of the District of Columbia National Guard. 

Sec. 9. The Armory Board is authorized to employ and fix the compensation 
and term of a manager and such personnel as may be necessary in connection with 
the operation of the armory for the secondary purposes of this Act without regard 
to the provisions of the civil-service laws and Classification Act of 1923, as 
amended, and without regard to any prohibition against double salaries contained 
in any other law. Under the direction of the Board and with written authoriza- 
tion signed by the members thereof, said manager may exercise such of the powers 
vested in the Board by section 6 of this Act as the Board shall determine. 


Sec. 10. The Armory Board shall file with the Congress in January of each year 
a financial statement certified as to accuracy by the Auditor of the District of 
Columbia, a report of the activities and business at the armory during the preced- 
ing fiscal year, and recommendations to the Congress as to the future control and 


use of the armory. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 


No. 890 








REDEFINING “STEPCHILD” AND “STEPPARENT” UNDER 
SERVICEMEN’S INDEMNITY 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Tzacvuse of Texas, from the Committee on Veterans’ Affairs, sub- 
mitted the following 


REPORT 


[To accompany H. R. 6419] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 6419) to redefine the terms “‘stepchild’” and “stepparent” for 
the purposes of the Servicemen’s Indemnity Act of 1951, as amended, 
having considered the same, report favorably thereon with amendment 
and recommend that the bill do pass. 

The amendment is as follows: 

At the end of line 11, page 2, add the following new section: 

Sec 2. The amendment made by section 1 of this Act shall be effective April 25 
1951, but shall not be construed (1) to require the discontinuance, for any period 
prior to the first day of the third calendar month following approval of this 
enactment, of any servicemen’s indemnity award made prior to the date of this 
Act, or (2) to require duplicate payments of benefits in any case. 


EXPLANATION OF THE BILL 


The Servicemen’s Indemnity Act of 1951 (pt. I, Public Law 23, 82d 
Cong.) provides for the payment of a maximum amount of free 
indemnity of $92.90 monthly for a period of 10 years. 

Section 3 of the axt provides that such benefits shall be paid Bev | 
to the surviving spouse, child or children (including a stepchild, 
adopted child, or an illegitimate child if the latter was designated as 
beneficiary by the insured), parent (including a stepparent, parent by 
adoption, or person who stood in loco parentis to the insured at any 
time prior to entry into the active service for a period of not less than 
one year), brother, or sister of the insured, including those of the half- 
blood and those through adoption,” and in the order named unless 
designated by the insured in a different order. 
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The bill would require that the stepchild be a member of the in- 
sured’s household, unless designated as beneficiary by the insured. 

It would also require that a stepparent, unless designated as the 
beneficiary, show that he stood in loco parentis to the insured prior 
to the latter’s attainment of 21 years of age and for a period of not 
less than | year prior to his entry into active service. 

Under existing law a stepchild is included in the term “child” and 
a stepparent is included in the term “parent” without any specific 
limiting language in either case. In the past it has been alleged that 
the bare legal relationship of stepchild and stepparent is sufficient to 
constitute a basis of entitlement under section 3 of the Servicemen’s 
Indemnity Act. While such construction is contrary to the present 
ruling by the Administrator of Veterans’ Affairs as shown by Admin- 
istrator’s decisions 952 and 955, the committee deems it advisable to 
enact clarifying language clearly restricting the payment of indemnity 
benefits in such cases similar to that providing for the payment of 
other gratuities such as compensation and pension. 

It is not believed that the indemnity should be awarded a stepchild 
or stepparent by reason of the bare legal relationship by affinity only. 
Such relationship carries with it none of the ordinary reciprocal 
obligations of parent and child. This bill would correct the obvious 
deficiencies of this section. 

The representatives of the Veterans’ Administration, in testifying 
on this before the subcommittee, indicated that in the administration 
of the Servicemen’s Indemnity Act a number of cases had developed in 
which claims have been made by stepchildren and stepparents who 
in fact had no familial relationship to the serviceman. Since this 
bill would require that the familial relationship be established, in the 
absence of a showing of the serviceman’s intent by specific designation, 
it is believed in the interest of all concerned that the bill should be 
enacted into law. 

The bill has been amended in accordance with the Veterans’ 
Administration recommendation, to include a section dealing with 
the effective date and discontinuance of awards. 

No additional administrative or other costs would be occasioned by 
enactment of this legislation. 

The report of the Veterans’ Administration follows: 

JuNE 20, 1955. 
Hon. Ourn E. Teacue, 
Chairman, Committee on Velerans’ Affairs, 
House of Representatives. Washington 25, D. C. 

Dear Mr. Teaavue: This ‘s in reply to your request for a report by the Veterans’ 
Aclministration on H. R. 6419, 84th Congress, a bill to redefine the terms “‘step- 
child” and “stepparent” for the purposes of the Servicemen’s Indemnity Act of 
1951, as amended. 

The purpose of the bill is to provide a more restrictive definition of the terms 
stepchild” and “stepparent’’ for the purposes of the Servicemen’s Indemnity 
Act of 1951, as amended. Under existing law a stepchild is included in the term 
*‘ehild”’ and a stepparent is included in the definition of the term ‘“‘parent”’ without 
any specific limiting language in either case. The bill would require that the 
stepchild be a member of the insured’s household, unless designated as beneficiary 
by the insured. It would also require that a stepparent, unless designated as the 
beneficiary, show that he stood in loco parentis to the insured prior to the latter's 
attainment of 21 years of age and for a period of not less than | year prior to his 
entry into the active service. 

Section 3 of the Servicemen’s Indemnity Act of 1951 provides as follows: 
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“Upon certification by the Secretary of the service department concerned of the 
death of any person deemed to have been automatically insured under this part, 
the Administrator of Veterans’ Affairs shall cause the indemnity to be paid as 
provided in section 4 only to the surviving spouse, child or children (including a 
stepchild, adopted child, or an illegitimate child if the latter was designated as 
beneficiary by the insured), parent (including a stepparent, parent byadoption, or 
person who stood in loco parentis to the insured at any time prior to entry into 
the active service for a period of not less than one year), brother, or sister of the 
insured, including those of the half-blood and those through adoption. The 
insured shall have the right to designate the beneficiary or beneficiaries of the 
indemnity within the classes herein provided; to designate the proportion of the 
principal amount to be paid to each; and to change the beneficiary or beneficiaries 
without the consent thereof but only within the classes herein provided. If the 
designated beneficiary or beneficiaries do not survive the insured, or if none has 
been designated, the Administrator shall make payment of the indemnity to the 
first eligible class of beneficiaries according to the order set forth above, and in 
equal shares if the class is composed of more than one person. Unless designated 
otherwise by the insured, the term ‘parent’ shall include only the mother and 
father who last bore that relationship to the insured. 

“Any installments of an indemnity not paid to a beneficiary during such 
beneficiary’s lifetime shall be paid to the named contingent beneficiary, if any; 
otherwise, to the beneficiary or beneficiaries within the permitted class next 
entitled to priority: Provided, That no payment shall be made to the estate of 
any deceased person.” 

he administration of the servicemen’s indemnity program has developed 
cases in which claims have been made by stepchildren and stepparents who, in 
fact, had no familial relationship to the serviceman. H. R. 6419 is apparently 
designed to require that such relationship be proven in the absence of evidence 
of the serviceman’s intent by specific designation. 

The question of whether a stepchild and a stepparent may qualify as bene- 
ficiaries of servicemen’s indemnity upon a showing of the bare legal relationship 
has been of concern to the Veterans’ Administration. The committee will be 
interested to know that after careful consideration of this question it was held in 
Administrator’s decision No. 952, February 7, 1955, that ‘‘The bare legal rela- 
tionship of stepparent is insufficient to constitute a basis of entitlement under 
section 3 of the Servicemen’s Indemnity Act of 1951. As a prerequisite to 
eligibility to the indemnity benefit the stepparent must have exercised a familial 
relationship to the deceased serviceman.’’ Further, upon a recent reconsideration 
of a prior decision concerning the eligibility of a stepchild for this benefit it was 
held in Administrator’s decision No. 955 (to be printed under date of June 30, 
1955) that “The bare legal relationship of stepchild is insufficient to constitute 
a basis of entitlement under section 3 of the Servicemen’s Indemnity Act of 1951.” 
Copies of such decisions are enclosed for the information of the committee. 

Notwithstanding the foregoing, it is apparent that the act lacks definitions in 
these respects; hence the proposed amendment, which would be accomplished by 
H. R. 6419 and which would clarify the intent of the act as to definition of the 
terms “stepchild” and ‘“‘stepparent” is desirable. Favorable action is recom- 
mended by the Veterans’ Administration. 

In order to provide for the orderly discontinuance of certain awards that may 
be seeendintsd, and to assure that duplicate payments of benefits will not be 
required in any case, it is nowritenaneetine 2 that a section 2 be added to the bill in 
accordance with the attached draft. 

Due to the urgent request of the committee for a report on this measure, there 
has not been sufficient time in wnich to ascertain from the Bureau of the Budget 
the relationship of the proposed legislation to the program of the President. 

Sincerely yours, 
H. V. Hietey, Administrator. 


Sucaestep AMENDMENT TO H. R. 6419 


Sec. 2. The amendment made by section 1 of this Act shall be effective April 
25, 1951, but shall not be construed (1) to require the discontinuance, for any 
period prior to the first day of the third calendar month following approval of 
this enactment, of any servicemen’s indemnity award made prior to the date of 
this Act, or (2) to require duplicate payments of benefits in any case. 
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ADMINIsSTRATOR’s Decision, VETERANS’ ADMINISTRATION, No, 952 


: Fesrvary 7, 1955. 
bject: Right of stepparent, who exercised no familial relationship, to benefits 

under section 3, Servicemen’s Indemnity Act of 1951 

. Question presented: Does the bare legal relationship of “ pparent”’ constitute 

ores basis of entitlement under section 3 of the Servicemen’s Indemnity Act of 


Facts: When the serviceman was about 3 years of age his mother left his father 
to live with the man who subsequently became the stepfather. Thereafter the 
serviceman was reared to manhood by his father and paternal aunt. Meanwhile, 
his father obtained a divorce from his mother, who entered into a ceremonial 
marriage with the stepfather in August 1944. The serviceman entered service 
in 1947 and died in 1952, single and without issue. His father died in 1951. 
There is no record of designated beneficiary for indemnity purposes. 

From the time the serviceman was about 3 years of age until his death his 
mother failed to exercise any of the duties of motherhood. The stepfather was 
his stepfather in name only, without there having been between them at any time 
a family relationship in the usual sense. The serviceman was never a member 
of stepfather’s household and the latter never assumed any parental responsibility 
toward him. 

It has been determined that the parents of the serviceman are entitled to 
indemnity under the distributive provisions of the law, that the aunt rather than 
the natural mother is entitled to one-half as the last person who bore the relation- 
ship of mother. 

omment: Section 3, Servicemen’s Indemnity Act of 1951 (pt. I, Public Law 
23, 82d Cong., 38 U. 8. C. 852), provides in part: 

“Upon certification by the Secretary of the service department concerned of the 
death of any person deemed to have been automatically insured under this part, 
the Administrator of Veterans’ Affairs shall cause the indemnity to be paid as 
provided in section 4 only to the surviving spouse, child or children (including a 
stepchild, adopted child, or an illegitimate child if the latter was designated as 
beneficiary by the insured), parent (including a stepparent, parent by adoption, 
er person who stood in loco parentis to the insured at any time prior to entry into 
the active service for a period of not less than one year), brother, or sister of the 
insured, including those of the half-blood and those through adoption. The 
insured shall have the right to designate the beneficiary or beneficiaries of the 
indemnity within the classes herein provided; to designate the proportion of the 
principal amount to be paid to each; and to change the beneficiary or beneficiaries 
without the consent thereof but only within the classes herein provided. If the 
designated beneficiary or beneficiaries do not survive the insured, or if none has 
been designated, the Administrator shall make payment of the indemnity to the 
first eligible class of beneficiaries according to the order set forth above, and in 
equal shares if the class is composed of more than one person. Unless designated 
otherwise by the insured, the term ‘parent’ shall include only the mother and 
father who last bore that relationship to the insured.” (Italics supplied.) 

The then Solicitor and the General Counsel have heretofore expressed the view 
that the bare legal relationship of stepparent (one who is the spouse of the natural 
parent), is sufficient to entitle sueh stepparent to indemnity under Public Law 23, 
if such stepparent be the last of that sex whe stood in the parental relationship 
(opinion of Mar. 13, 1953, in the case of XC—16 520 248; opinion of the Solicitor, 
Op. Sol. 145-53; opinion of Dec. 23, 1953, in the case of XC-16 583 113). This 
view (which incidentally was that of the Comptroller General in relation to similar 
language in the World War Adjusted Compensation Act) was largely based upon 
comparison with the terms of the National Service Life Insurance Act (38 U. 8. C. 
801 et seq.) which limited stepparents to such designated by the insured, and to 
the fact that there are no such words of limitation in the Servicemen’s Indemnity 
Act of 1951. It is a fact, however, that the Servicemen’s Indemnity Act provides 
a gratuitous—as distinguished from a contractual—benefit; and hence, as stated 
in opinion of the General Counsel (Op. G. C. 116-54), it may be assumed that the 
Congress—since it did not define the term—expected or intended the act to be 
construed as had been other similar gratuity provisions. 

The prior opinions may be supported, factually, 8 affinity as to the spouse of a 
natural parent who maintained the usual familial relationship to the service 


soe wish but the facts in the instant case demonstrate the anomaly a Pays the 


usband of a mother who, as was said, in effect in Baumet v. U. S. (3 82; 
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97 Law edition 111), disqualified herself by desertion of her child.! This requires 
reconsideration of the meaning of said section 3. 

The question under the prior acts as to whether a person who bore the legal 
relationship of stepparent to the former serviceman is entitled to benefits as a 
“parent” was first raised in connection with the War Risk Insurance Act, as 

ended, section 22 (4) of which defined the term “‘parent’’ as follows: 

(4) The term ‘parent’ includes a father, mother, grandfather, grandmother, 
father through adoption, mother through adoption, stepfather, and stepmother, 
either of the person.in the service or of the spouse.” 

In an opinion dated March 8, 1919, the then Associate General Counsel of the 
War Risk Insurance Bureau stated: 

“Tt hardly seems probable that Congress included stepparents and stepchildren 
as persons within the benefits of the act because of the bare legal relationship by 
affinity. Such bare legal relationship, under the genera! law, carries with it none 
of the ordinary reciprocal obligations of parent and child. It is only when the 
stepparent has assumed to act in loco parentis that there rise mutual obligations 
of service and support. * * * It seems very reasonable, therefore, to suppose 
that the inclusion of stepparents and stepchildren by Congress was based upon 
the customary family relationship which exists in the great majority of cases 
where the legal relationship is established, and that consequently it was not the 
intention that the right to such benefits should be terminated, so long as the 
family relationship continues to exist.”’ 

Subsequently, in an opinion dated December 7, 1933, approved by the then 
Administrator on December 7, 1933, in the case of XC-335 975, the then Solicitor, 
after referring to the opinion quoted above, stated in part: 

“The act of December 24, 1919, as heretofore stated included stepmothers as 
members of the permitted class for automatic insurance benefits making the 
amendment effective as of October 6, 1917. However, as stated by Mr. 
in his memorandum, quoted above, the word implies not only the bare legal rela- 
tionship by affinity but also an assumption by the stepparent of mutual obligation 
of service and support, that is, an assumption of a relationship in loco parentis. 
This theory is well supported in law. * * * I am of the opinion that the reason- 
ing laid down in the opinion of Mr. , hereinbefore referred to, should be 
applied; that the claimant is not entitled as stepmother of the soldier to the 
benefits of automatic insurance and her claim should be denied. * * *” 

In that case as in the case now before us, the stepparent at no time exercised a 
familial relationship to the deceased serviceman. he reasoning of the opinion 
above referred to was applied by the War Risk Insurance Bureau, the Veterans’ 
Bureau, and the Veterans’ Administration in the administration of laws granting 
compensation, pension, and automatic insurance since 1919. Of course, depend- 
ency was also a factor as to compensation. The Veterans’ Bureau and the 
Veterans’ Administration applied the same rule as to adjusted compensation— 
the Comptroller General dissenting. 

As stated in Administrator’s decision 951, dated December 30, 1954, the question 
of intent and effect of a statute, particularly wherein terms are used—as here— 
without definition, is one fraught with great difficulty. In that case, as here, 
the term used in section 3, Servicemen’s Indemnity Act of 1951 (adopted child), 
was used in comparable legislation relating to gratuities administered by the 
Veterans’ Administration over a period of many years with a consistent adminis- 
trative interpreiation. It was concluded that the Congress should be presumed 
to have constructive knowledge of the interpretations of the Veterans’ Adminis- 
tration and its predecessors and in the absence of a change in language in the new 
law to have adopted such construction as applicable thereto. here, viewing 
the Servicemen’s Indemnity Act of 1951 as more neariy in pari materia with the 
Compensation Acts, than with the National Service Life Insurance Act. 

In the present instance, in addition to including (without definition) the term 
“arent’’ in section 3 in the same manner as in the prior comparable legislation, 
the Congress added the proviso that the term “‘parent”’ under the circumstances 
enumerated, shall include only the mother and father who last bore that rela- 
tionship to the insured, strengthening the view that a familial relationship must 
exist between the serviceman and the person claiming as stepparent as a pre- 
requisite to eligibility to the indemnity benefit. The bare legal relationship of 
stepparent established by the marriage of a stranger to the natural parent of the 
serviceman, after such pores has been completely and permanently removed 
from the class of eligible beneficiaries by statutory requirements, as judicially 








construed, would appear to provide no logical basis for eligibility for the benefit 
from which the natural parent has been thus excluded. An inteation to pro- 


§ This fact makes U. S. v. Henning, 344 U. 8, 66, 97 Law edition 101, inapplicable, 
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vide fo: such an anomalous result should not be credited to Congress unless the 
statute plainly requires it. 

Held: The bare legal relationship of stepparent is insufficient to constitute a 
basis of entitlement under section 3 of the Servicemen’s Indemnity Act of 1951. 
As a prerequisite to eligibility to the indemnity benefit the stepparent must 
have exercised a familial relationship to the deceased serviceman. (Opinion of 
the General Counsel, dated Dec. 17, 1954, approved Jan. 17, 1955.) 

This decision is hereby promulgated for observance by all officers and employees 
of the Veterans’ Administration. 

H. V. Hiaiey, 
Administrator of Veterans’ Affairs. 


Distribution in accordance with VA form 3-3040, mailing or distribution list. 





ADMINISTRATOR’S DeEctsioON, VETERANS’ ADMINISTRATION No. 955 


June 30, 1955. 


Subject: Right of stepchild to benefits under section 3, Servicemen’s Indemnity 
Act of 1951, where no familial relationship exists 


Question presented: Does the bare legal relationship of “stepchild” consti- 
tute a legal basis of entitlement under section 3 of the Servicemen’s Indemnity 
Act of 1951? 

Facts: The serviceman died in service on May 29, 1954. He was survived by 
a widow, four stepchildren, mother, father, and stepfather. Servicemen’s in- 
—— the amount of $10,000, for which no beneficiary had been designated, 
is payable. 

he serviceman’s widow filed claim for servicemen’s indemnity, but died before 
any payments of the benefit had been made to her. The widow is survived by 
four children by a previous marriage. The permanent custody of these children 
was given to their father at the time the parents were divorced because, accord- 
ing to the decree, the mother had abandoned and deserted the children. The 
children were never members of the serviceman’s household and the file contains 
no evidence to show that the serviceman ever saw the children. 

Comment: Section 3, Servicemen’s Indemnity Act of 1951 (pt. I, Publie Law 
23, 82d Cong.; 38 U.S. C. 852), is in part as follows: 

“Upon certification by the Secretary of the service department concerned of the 
death of any person deemed to have been automatically insured under this part, 
the Administrator of Veterans’ Affairs shall cause the indemnity to be paid as 
provided in section 4 only to the surviving spouse, child or children (including a 
stepchild, adopted child, or an illegitimate child if the latter was designated as 
beneficiary by the insured), parent (including a stepparent, parent by adoption, 
or person who stood in loco parentis to the insured at any time prior to entry into 
the active service for a period of not less than one year), brother, or sister of the 
insured, including those of the half-blood and those through adoption. The 
insured shall have the right to designate the beneficiary or beneficiaries of the 
indemnity within the classes herein provided; to designate the proportion of the 
principal amount to be paid to each; and to change the beneficiary or beneficiaries 
without the consent thereof but only within the classes herein provided. If the 
designated beneficiary or beneficiaries do not survive the insured, or if none has 
been designated. the Administrator shall make payment of the indemnity to the 
first eligible class of beneficiaries according to the order set forth above, and in 
equal shares if the class is composed of more than one person. Unless designated 
otherwise by the insured, the term ‘parent’ shall include only the mother and 
father who last bore that relationship to the insured.” 

The case on which Administrator’s decision 930, dated April 3, 1953, is based 
involved the question as to whether the child of the veteran’s widow by a prior 
marriage, who never became a member of the veteran’s household, but lived 
continuously with his natural father, is a stepchild of the veteran within the 
purview of section 3, Public Law 23, 82d Congress, supra. In the Administrator’s 
decision that question was answered as follows: 

“The bare legal relationship of ‘stepchild,’ while not sufficient for the purposes 
of an award of death compensation or death pension under the laws administered 
by the Veterans’ Administration, does constitute a legal basis of entitlement to 
indemnity benefits under section 3, Public Law 23, 82d Congress” (opinion of the 
Solicitor dated Mar. 17, 1953, approved Mar. 20, 1953, XC-16 582 664). 
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The foregoing conclusion was influenced largely by the language of section 602 
(g) of the National Service Life Insurance Act of 1940, as amended (38 U. 8S. C. 
802 (g)), an act which provides benefits upon a contractual basis existing between 
the United States and individual veterans. The contractual basis upon which 
the benefits of the National Se: vice Life Insurance Act are based sets it aside as 
materially distinct from other acts administered by the Veterans’ Administration 
under which mere gratuities are paid. This distinction was pointed out in 
Administrator’s decision 930, in which it was shown that a stepchild could be 
recognized as such for death compensation or death pension only if such child 
had been a member of the household of the person who served. 

In considering the question of the analogy between the language of Public Law 
23, 82d Congress, and section 602 (g) of the National Service Life Insurance Act 
of 1940, as amended, it was said in Administrator’s decision 930 that— 

“The language here under consideration (‘including a stepchild, adopted child, 
or an illegitimate child if the latter was designated,’ etc.) undoubtedly derived 
from section 602 (g) of the National Service Life Insurance Act of 1940, as amended 
(38 U. 8. C. 802 (g)) (‘including a stepchild or an illegitimate child if designated 
as beneficiary by the insured’). Was it inadvertent or designed that the quali- 
fication ‘if designated * * * by the insured’ was limited to illegitimate children? 
As to an ‘adopted child,’ which term was added to the language, there is obviously 
no need of designation. (The term ‘child’ was defined by the National Service 
Life Insurance Act (sec. 601 (e)) as including an adopted child—and evidently 
the insertion of the term ‘adopted child’ in the clause under consideration was to 
effect the same purpose.) But why was the qualification, or restriction removed 
as to ‘stepchild’? The legislative history of the act does not answer this question. 

“Under the rules of statutory construction generally recognized for many years 
this change in language must have significance.” (See Administrator’s decision 
514 as to adoptive brothers and sisters.) 

The conclusion reached in Administrator’s decision 930 was due to the fact 
that the indemnity provided for by Public Law 23, 82d Congress, was considered 
in that decision as analogous to insurance rather than as a gratuity, as was done 
in Administrator’s decision 952. 

Insthe case on which Administrator’s decision 952, dated February 7, 1955, 
was predicated the question was whether the veteran’s stepfather, who was his 
stepfather in name only, as there was at no time a family relationship between 
them in the usual sense, was a stepfather within the purview of section 3, Public 
Law 23, 82d Congress. That question was answered as follows: 

“The bare legal relationship of stepparent is insufficient to constitute a basis of 
entitlement under section 3 of the Servicemen’s Indemnity Act of 1951. Asa 
prerequisite to eligibility to the indemnity benefit the stepparent must have exer- 
cised a familial relationship to the deceased serviceman” (opinion of the General 
Counsel dated Dec. 17, 1954, approved Jan. 17, 1955). 

In reaching the above conclusion in Administrator’s decision 952 it was stated 
among other things that— 

“The then Solicitor and the General Counsel have heretofore expressed the view 
that the bare legal relations ip of stepparent (one who is the spouse of the natural 
parent), is sufficient to entitle such stepparent to indemnity under Public Law 23, 
if such ome be the last of that sex who stood in the parental relations!:ip 
(opinion of Mar. 13, 1953, in the case of XC-16 520 248; opinion of the Solicitor 
Op. Sol. 145-53; opinion of Dee. 23, 1953, in the case of XC-16 583 113). This 
view (which incidentally was that of the Comptroller General in relation to similar 
language in the World War Adjusted Compensation Act) was largely based upon 
comparison with the terms of the National Service Life Insurance Act (38 U.S. C. 
801 et seq.) which limited stepparents to such designated by the insured, and to the 
fact that there are no such words of limitation in the Servicemen’s Indemnity Act 
of 1951. Jt is a fact, however, that the Servicemen’s Indemnity Act provides a 
gratuitous—as distinguished from a contractual—benefit; and hence, as stated in 
opinion of the General Counsel Op. G. C. 116-54, it may be assumed that the Con- 
Bey Hcg it did not define the term—expected or intended the act to be construed as 

been other similar gratuity provisions. [Emphasis added.} 

Upon reconsideration of the matter, it is my present opinion that the rule 
enunciated in Administrator’s decision 952, i e., that since the indemnity is a 

ratuity the rules applicable to gratuities rather than those applicable to contract 

nefits (insurance) should be applied in interpreting the terms which are not 
specifically defined in Public Law 23, 82d Congress, such as stepchild and step- 
parent, and that, therefore, the rule enunciated in Administrator’s decision 930 
should no longer be followed. 
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Held: (1) The bare legal relationship of stepchild is insufficient to constitute 
a basis of entitlement under section 3 of the Servicemen’s Indemnity Act of 1951. 
(2) The rule enunciated in Administrator’s decision 930 should no longer be 
eo (opinion of the General Counsel, dated May 20, 1955, approved June 
This decision is hereby promulgated for observance by all officers and employees 
of the Veterans’ Administration. AV. 
. V. Hrewey, 


Administrator of Velerans’ Affairs. 
RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italic; existing law in which no changes 
are proposed is shown in roman): 


Section 3 or Pustic Law 23, 82p Coneress as AMENDED 


Sec. 3. Upon certification by the Secretary of the service department concerned 
of the death of any person deemed to have been automatically insured under this 
part, the Administrator of Veterans’ Affairs shall cause the indemnity to be paid 
as provided in section 4 only to the surviving spouse, child or children (including 
a stepchild, tf designated as beneficiary by the insured or if a member of the insured’s 
household, adopted child, or an illegitimate child if the latter was designated as 
beneficiary by the insured), parent (including a parent by adoption, or person who 
stood tn loco parentis to the insured prior to attainment of twenty-one years of age Dnd 
for a period of not less than one year prior to entry into the active service, or a step- 

arent who does not meet the loco parentis requirement if designatedas beneficiary 
| praesent, parent by adoption, or person who stood in loco parentis to the 
insured [at any time prior to entry into the active service for a period of not less 
than one yearJ), brother, or sister of the insured, including those of the half-blood 
and those through adoption The insured shall have the right to designate the 
beneficiary or beneficiaries of the indemnity within the classes herein provided; 
to designate the proportion of the principal amount to be paid to each; and to 
change the beneficiary or beneficiaries without the consent thereof but only within 
the classes herein provided. If the designated beneficiary or beneficiaries do not 
survive the insured, or if none has been designated, the Administrator shall make 
payment of the indemnity to the first eligible class of beneficiaries according to 
the order set forth above, and in equal shares if the class is composed of more than 
one person. Unless designated otherwise by the insured, the term “parent’’ shall 
include only the mother and father who last bore that relationship to the insured. 

Any installments of an indemnity not paid to a beneficiary during such bene- 
ficiary’s lifetime shall be paid to the named contingent beneficiary, if any; other- 
wise, to the beneficiary or beneficiaries within the permitted class next entitled 
to priority: Provided, That no payment shall be made to the estate of any deceased 
person. 

2) 
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AMENDING SECTION 2 OF TITLE IV OF THE ACT 
ENTITLED “AN ACT TO PROVIDE ADDITIONAL REV- 
ENUE FOR THE DISTRICT OF COLUMBIA” 





Jung 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. McMiuttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 6574] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6574) to amend section 2 of title [V of the act entitled 
“An act to provide additional revenue for the District of Columbia, 
and for other purposes,” approved August 17, 1937 (50 Stat. 680), as 
amended, having considered the same, report favorably thereon 
without amendment and recommend that the bill H. R. 6574 do pass. 

The purpose of this legislation is to reestablish the former fee of 
$1 for the transfer of motor-vehicle registration plates from one 
vehicle to another during the course of a registration year in the 
District of Columbia. Such a transfer fee was provided for in section 
2 of title LV of the act entitled, “An act to provide additional revenue 
for the District of Columbia, and for other purposes,” approved 
August 17, 1937 (50 Stat. 680), but last year in title VI of “An act 
to authorize the financing of a program of public works construction 
for the District of Columbia,” new flat fees for motor-vehicle registra- 
tion were established, and provision for the $1 transfer fee was 
stricken out (sec. 601, Public Law 364, 83d Cong.). The old registra- 
tion fee consisted of a weight tax ($5, $8, or $12 depending on the 
weight of the vehicle), a personal property tax of $2 per $100 valuation 
of the vehicle, and an inspection fee of $1. The new fees, eliminating 
the weight tax and personal property tax on motor vehicles, are now 
$22 for vehicles weighing less than 3,500 pounds and $32 for vehicles 
weighing over 3,500 pounds. The $1 inspection fee is added in each 
instance. In both the old and new fees, provision was made for a 
midyear reduction of 50 percent in the weight tax and new flat fees. 


55006 
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Under the old fee system, the motor-vehicle property tax was reduced 
one-twelfth with the passing of each month. 

Elimination of the $1 transfer fee has resulted in many complaints, 
particularly from persons who had already paid the year’s registration 
fee and who upon trading in the old car for a new car, learned that the 
full registration fee (new flat fee) for a year or half year would have to 
be paid again. 

An example of operation of the new law: The owner of a 1946 small 
ear (under 3,500 pounds) registered his car and paid $23—a $22 regis- 
af tration fee and $1 inspection fee, during March 1955, for the registra- 
We tion year beginning April 1, 1955. One month later he trades in the 
1946 car on a newer model, say a 1953 small car, and in transferring 
his registration plates from the 1946 car to the 1953 car, he finds that 
under the new law, just a month later, he must pay another $23 fee 
in lieu of the old $1 transfer fee. 

Explanation that payment of another registration fee is in lieu of 
the former personal property tax and transfer fee has failed to satisfy 
the public, and the committee is of the opinion that fairness compels 
restoration of the $1 transfer fee. An examination of State laws 
discloses that nominal fees, 25 cents to $1.50, are charged for the 
transfer of motor-vehicle registration plates in 37 States. 

























CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 












D, C. Cope 40-102 (50 Srat. 673, 680) 


(d) Upon the sale or other transfer to another owner of any motor vehicle or 
trailer registered under this title, the registration thereof shall expire. The owner 
selling or otherwise transferring such vehicle or trailer may register another motor 
vehicle or trailer for the unexpired portion of the registration year upon payment of a 
fee of $1 and a sum equal to the difference between the registration fee originally 
paid and the fee computed for such other motor vehicle or trailer under section 8, in 
case the latter is the greater. Upon the death of a joint owner of a motor vehicle 
or trailer registered under this Act the registration thereof shall be transferred 
to the survivor or survivors and the fee for such transfer shall be $1. 


e) 
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1st Session No. 892 





AMENDING THE ACT ENTITLED “AN ACT TO ESTABLISH A CODE 
OF LAW FOR THE DISTRICT OF COLUMBIA,” APPROVED 
MARCH 3, 1901 





June 22, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. McMiuttan, from the Committee on the District of Columbia,. 
submitted the following 


REPORT 


[To accompany H. R. 6585] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 6585) to amend the act entitled “An Act to establish a 
code of law for the District of Columbia,” approved March 3, 1901, 
and for other purposes, having considered the same, report fav ‘orably 
thereon with amendments and recommend that the bill H. R. 6585, 
as amended, do pass. 

The amendments are as follows: 

On page 2, line 9, after the word “observation” insert the phrase 
“and for care and treatment if such is necessary”’. 

On page 3, line 25, after the word “that” strike out the word “he” 
and insert the following: “in the opinion of the Superintendent, such 
person”’. 

On page 6, line 13, after the word “receive” strike out the words “‘the 
same” and substitute the words “care and”. 

On page 6, line 14, strike out the words “as other patients” and add 
the word “mental” prior to the word “‘illness”’. 

Section 401 of the act entitled “District of Columbia Law Enforce- 
ment Act of 1953’, approved June 29, 1953, created the Council on 
Law Enforcement in the District of Columbia whose purpose is to 
make a continuing study and appraisal of crime and law enforcement 
in the District of Columbia and make a report to the Senate and the 
House of Representatives at the beginning of each regular session of 
Congress. On October 25, 1954, the Council on Law Enforcement of 
the District of Columbia appointed a Committee on Mental Disorder 
as a Criminal Defense to study and report on the substantive and 


procedural law of the District of Columbia bearing on mental disorder. 


as a defense in a criminal prosecution. 
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2 AMEND AN ACT APPROVED MARCH 3, 1901 


The first meeting of this Committee was held on November 4, 1954; 
at which time the Committee stated the following agreed premise: 


Criminal procedure and substantive criminal law should be designed to protect 
both the public and the individual charged with a crime. 


The Committee outlined the following questions for specific study: 

1. With regard to the defense of mental irresponsibility in criminal 
law, is a proper balance of interest achieved in the District of Columbia | 
as between the public and the individual charged with a crime? , 

2. If, after study, the Committee is of the opinion that a proper | 
balance of interest is not achieved as between the public and the 
individual charged with a crime, what, if any, recommendation does | 
the Committee have to bring these interests in balance? 

In connection with the first question, the Committee decided to : 
study the applicable statutes and common law of the District of | 
Columbia, particularly as announced by the United States Court of 
Appeals for the District of Columbia in the following decisions: 

Tatum v. United States, 190 F. (2d) 612 (1951) : 
Wright v. United States, 215 F. (2d) 498 (1954) 

Durham v. United States, 214 F, (2d) 862 (1954) 

Gunther v. United States, 215 F. (2d) 493 (1954) 

Contee v. United States, 215 F. (2d) 324 (1954) : 
Wear v. United States, 218 F. (2d) 24 (1954) | 

(During the course of the Committee’s studies, the United States 
Court of Appeals for the District of Columbia, announced its decision 
in Taylor v. United States, decided March 14, 1955, amended March 
16, 1955, and the Committee added this case for consideration and 
study by it.) 

The Committee concluded at its first meeting that an examination 
and study of each of the individual statutes and decisions bearing on 
the defense of mental irresponsibility would not in itself answer the 
question of whether a balance of interest between public and accused 
is achieved in the District of Columbia, but that a better determina- 
tion of this question could be made by fitting all the statutes and 
decisions into a mosaic which would present a complete picture on : 
the subject. ) 

In assembling this mosaic the Committee outlined the following 
individual pieces to be studied and included (p. 3, committee report): 

1. The ‘‘some evidence” rule to overcome the presumption of sanity, as estab- 
lished by the Tatum case, and, as explained by the Wright case. | 

2. The ‘‘mental disease or mental defect’”’ test for determining criminal respon- 
sibility, as established by the Durham case. . 

3. The ‘frivolous or bad faith” test for a motion, under title 18 United States 
Code, section 4244, for mental examination to determine competency to stand 
trial, as established by the Wear case. 

4. The procedures provided in the Gunther and Contee cases requiring 8 
judicial determination of competency to stand trial of an accused who has previ- ‘ 
ously been found incompetent and committed until recovered. 

5. Statutory provisions, District of Columbia Code, 24-301 (1951), for com- 
mitment to mental hospital of defendants acquitted on the ground that they 
were insane at the time the crime was committed. 

6. Practice and procedures followed for release from mental hospitals of 
os who have been committed under District of Columbia Code 24-301 
7. Effect of the Taylor case on ability of prosecution to present competent 
psychiatric evidence of sanity where defendant pleads insanity as a defense. 
(This latter point was added after the decision in the Taylor case was announced.) 
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As a result of this intensive 5-month study the Committee, in a 
masterful, clear, and concise report submitted to the Council on Law 
Enforcement of the District of Columbia on April 25, 1955 (a copy 
of which is made a part of this report), reached the following con- 
clusions (committee report, p. 36): 

1. It is the opinion of the Committee that the laws of the District of Columbi 
substantive and procedural, bearing on insanity as a defense to crime and rela’ 
matters do not achieve a balance of interest between the public and the person 
charged with a crime. 

2. It is the opinion of the Committee that the law established in each of the 
cases and statutes studied and discussed above, with the exception of the Gunther 
and Contee cases, favors the accused, and for the reasons set forth hereinbefore. 

3. It is the opinion of the Committee that, when all of the foregoing cases and 
statutory provisions are considered and weighed together, a serious and dangerous 
imbalance results in favor of the accused and against the public. 

4. It is the opinion of the Committée that immediate steps should be taken by 
the Board of Commissioners of the District of Columbia to request the Congress 
to amend the laws of the District of Columbia in the manner and to the extent 
set forth in the recommendations following. 

The Committee in its report has made specific recommendations 
for amendments to sections 24-301, 302, and 303, and section 14-308, 
District of Columbia Code, 1951 edition, and set forth the purposes 
for such amendments. The Committee also set forth in its report a 
draft of statutory language embodying these recommendations. 

The Committee report has been approved by the Council on Law 
Enforcement of the District of Columbia and by the Board of Com- 
missioners. 


SECTION-BY-SECTION ANALYSIS OF THE BILL 


Section 1 of the bill amends section 927 of the act of March 3, 1901 
(sec. 24-301, D. C. Code, 1951 ed.): 

1. To provide that this section supersedes in the District of Colum- 
bia the provisions of any other statutes wherever inconsistent there- 
with. The purpose of this is to assure that there be prima facie 
evidence before the court to support a motion to commit the accused 
for mental observation. This reestablishes the rule in effect in this 
jurisdiction prior to the decision in the Wear case. 

2. To authorize the court to commit for treatment a person found 
insane or incompetent to stand trial by the psychiatric staff of a 
mental hospital, but reserving to the accused the right to a judicial 
determination to determne sanity or competency if he so desires. 
This " designed to speed up procedures without prejudicing the 
accused. 

3. To permit the court to order to trial an accused who had been 
found incompetent to stand trial, on the bais of a certificate from the 
superintendent of the hospital that the accused has recovered, except 
in cases where the accused or the Government objects, in which case 
a judicial determination, after hearing without a jury, would be 
required, ‘This is designed to avoid the burden of a judicial hearing 
and determination unless the accused or the Government desires it. 

4. To provide that in every case where an accused is found not 
guilty of a crime solely by reason of insanity he shall be confined in 
a hospital for the mentally ill. This is designed to protect the public 
against the immediate unconditional release of accused persons who 
have been found not responsible for a crime solely by reason of 


insanity, 
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5. To provide that a person who has been held not responsible for a 
crime by reason of insanity and committed to a hospital for the men- 
tally ill shall be unconditionally released therefrom only on order of 
the court after the superintendent of the hospital has certified the ac- 
cused has recovered his sanity and will not in the future be dangerous 
to himself or others; that notice of an impending release be given to 
the office which prosecuted accused a reasonable time before the ac- 
cused is released; that the court, on its own motion, may hold a hear- 
ing, and on objection by the office which prosecuted accused, must 
hold a hearing, before release, and that the court, on recommendation 
of the superintendent of the hospital, and with the same notice and 
opportunity for hearing above provided, may order the conditional 
release of accused to a legal guardian or other person subject to such 
conditions as the court may impose. These changes are designed to 
protect the public against premature release of insane accused persons 
and also to give maximum protection and treatment to such accused 
persons. 

6. To provide specifically that nothing in the section shall preclude 
a person from establishing his eligibility for release by habeas corpus 
at any step of the proceedings. This is deemed desirable to eliminate 
the possibility that it might be construed that the release provisions 
in the section were exclusive of habeas corpus proceedings. 

Section 2 of the bill amends section 928 of the act of March 3, 1901 
(sec. 24-302, D. C. Code, 1951 ed.): 

“To provide that a prisoner serving a sentence for a crime ina District 
of Columbia penal institution who, in the opinion of the Director of 
the Department of Corrections, is mentally ill, shall be referred to the 
Legal Psychiatric Services Division of the District of Columbia De- 

artment of Public Health. And that, if the psychiatrist of the Legal 

sychiatric Services Division certifies the person to be insane, the 
Director is authorized to transfer the prisoner to a mental hospital for 
treatment. The purpose of this amendment is to make full and proper 
use of the recently created Legal Psychiatric Services Division, and to 
eliminate the delay created by having to obtain the assent of the 
Secretary of Health, Education, and Welfare to the commitment of 
such person as is now required.” 

Section 3 of the bill amends section 929 of the act of March 3, 1901 
(sec. 24-303, D. C. Code, 1951 ed.), relating to procedures to be fol- 
lowed where a person found incompetent to stand trial, or a prisoner 
found to be insane while serving sentence, has recovered his compe- 
tency or sanity, so as to conform with and be consistent with sections 
1 and 2 of the bill. 

Section 4 of the bill amends the act of 1896 (29 Stat. 138; sec. 
14-308, D. C. Code, 1951 ed.) by adding thereto a further proviso that 
the physician-patient privilege shall not apply to evidence relating to 
the mental competency or sanity of an accused in criminal cases where 
the accused raises the defense of insanity, nor shall it apply in the 
pretrial or post-trial proceeding in any criminal case where the mental 
condition of the accused is in question. The purpose of this amend- 
inent is to permit the Government to offer competent psychiatric 
testimony where an accused pleads insanity as a defense, and also to 
offer such testimony in any criminal case where the mental condition 
of an accused or convicted person is brought into question. 

The bill was referred to a subcommittee of the House District 
Committee and a hearing was held on this legislation on June 8, 1955. 
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- At the time of the hearings members of the committee, recommend- 
ing this sere were present and testified as well as a representative 
from St. Elizabeths Hospital, a representative from the District of 
Columbia General Hospital, a representative from the Office of the 
United States Attorney for the District of Columbia, the Corporation 
Counsel for the District of Columbia and a representative of the Chief 
of the Metropolitan Police Department. 

All who appeared and testified on this legislation favored the bill. 
No one appeared in opposition thereto. 

Minor clarifying amendments were recommended to this legislation, 
three of which were adopted by the committee and referred to in the 
report above. The legislation also has the approval of the Commis- 
sioners of the District of Columbia. 








Report or THE Commitree oN Menta Disorper Aas A CriminAt Derense, 
Supmirrep Aprit 25, 1955, ro tHE Counci, on Law ENFORCEMENT OF THE 
District or CoLumBIA 

INTRODUCTION 


On October 25, 1954, the Committee on Mental Disorder as a Criminal Defense 
was appointed by the Council on Law Enforcement of the District of Columbia 
to study and report on the substantive and procedural law of the District of 
Columbia bearing on mental disorder as a defense in a criminal prosecution. 

The first meeting of the Committee was held on November 4, 1954, at which 
time the Committee stated an agreed premise and outlined the objectives of its 
study as follows: 

Criminal procedure and substantive criminal law should be designed to protect 
both the publie and the individual charged with a crime. 

The Committee outlined the following questions for specific study: 

1. With regard to the defense of mental irresponsibility in criminal law, is a 
proper balance of interest achieved in the District of Columbia as between the 
publie and the individual charged with a crime? 

2. If, after study, the Committee is of the opinion that a proper balance of 
interest is not achieved as between the public and the individual charged with a 
crime, what, if any, recommendations does the Committee have to bring these 
interests in balance? 

In connection with the first question, the Committee decided to study the 
applicable statutes and common law of the District of Columbia, particularly 
as announced by the United States Court of Appeals for the District of Columbia 
in the following decisions: 

Tetum v. United States, 190 F. (2d) 612 (1951) 
Wright v. United Staies, 215 F. (2d) 498 (1954) 
Durham v. United States, 214 F. (2d) 862 (1954) 
Gunther v. United States, 215 F. (2d) 493 (1954) 
Contee v. United States, 215 F. (2d) 324 (1954) 
Wear v. United States, 218 F. (2d) 24 (1954) 

(During the course of the Committee’s studies, the United States Court of 
Appeals for the District of Columbia announced its decision in Taylor v. United 
States, decided March 14, 1955, amended March 16, 1955, and the Committee 
added this case for consideration and study by it.) 

The Committee concluded at its first meeting that an examination and study of 
each of the individual statutes and decisions bearing on the defense of mental 
irresponsibility would not in itself answer the question of whether a balance of 
interest between public and accused is achieved in the District of Columbia, but 
that a better determination of this question could be made by fitting all the 
statutes and decisions into a mosaic which would present a complete picture on 
the subject. 

In assembling this mosaic the Committee outlined the following individual 
pieces to be studied and included: 

1. The ‘some evidence”’ rule to overcome the presumption of sanity, as 
established by the Tatum case, and, as explained by the Wright case. 

2. The “mental disease or mental defect” test for determining criminal 
responsibility, as established by the Durham case. 
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3. The “frivolous or bad faith” test for a motion, under 18 U. S. C. 4244, 
for mental examination to determine competency to stand trial, as established 
by the Wear case. 

4. The procedures provided in the Gunther and Contee cases requiring a 
judicial determination of competency to stand trial of an accused who has 
previously been found incompetent and committed until recovered. 

5. Statutory provisions, District of Columbia Code, 24-301 (1951), for 
commitment to mental hospital of defendants acquitted on the ground that 
they were insane at the time the crime was committed. 

6. Practice and procedures followed for release from mental hospitals of 
defendants who have been committed under District of Columbia Code 
24-301 (1951). 

7. Effect of Taylor case on ability of prosecution to present competent 
psychiatric evidence of sanity where defendant pleads insanity as a defense. 
(This oa point was added after the decision in the Taylor case was an- 
nounced.) 

Having outlined the points to be studied, the Committee set about assembling 
as much information and as many opinions bearing on the subject as it could, 
The Committee was extremely fortunate in being able to gather together a great 
mass of current studies and opinions from outstanding lawyers who have practiced 
in this field, and from doctors with wide experience and knowledge in forensic 
psychiatry. This was made possible by the terrific impact of the Durham 
decision on legal and medical thought throughout the entire United States, result- 
ing in the publication of a large number of learned articles in medical and law 
journals throughout the country and in the holding of many seminars and dis- 
cussions on the subject. These covered, not only the Durham decision, but, 
related aspects as well. 

From October 25, 1954, to March 19, 1955, the members of the Committee 

‘rsonally interviewed many lawyers and psychiatrists relative to this matter. 

he Committee communicated by letter with a number of outstanding lawyers, 
law professors, and psychiatrists throughout the country and obtained their views 
on the questions involved. ‘The members of the Committee attended, as specta- 
tors, a number of meetings held by local universities, by legal groups, and by 
medical societies where Durham and related matters were debated and discussed. 
The Committee discussed various aspects of this matter with the United States 
Attorney for the District of Columbia and with members of his staff. 

On March 19, 1955, the Committee held a hearing at which witnesses appeared, 
by invitation of the Committee, and gave their views on the seven specific points 
outlined by the Committee, as set forth above. The witnesses testified as to the 
specific points involved, the overall balance of interest between public and accused, 
and the advisability of any additional statutory enactments at this time. 

The witnesses who appeared before the Committee by invitation were: 

Gerard J. O’Brien, Jr., Esq., Assistant United States Attorney; represented 
the United States in Durham, Gunther, Contee, and Taylor cases. 

Dr. Winfred Overholser, Superintendent, St. Elizabeths Hospital; Chair- 
man, Legal Committee, Washington Psychiatric Society. 

Dr. Robert H. Groh, specialist in neurology and psychiatry; Chairman, 
Committee on Mental Health, District of Columbia Medical Society. 

Dr. Zigmond M. Lebensohn, specialist in psychiatry; member Legal 
Committee, Washington Psychiatric Society. 

Dr. Thomas E. Griffin, Chief, Legal Psychiatric Services Division, Depart- 
ment of Public Health, Government of the District of Columbia. 

Hugh J. McGee, Esq., member, District of Columbia bar; Chairman, 
Mental Health Committee, District of Columbia Bar Association. 

Dr. Manfred S. Guttmacher, Chief Medical Officer, Supreme Bench of 
Baltimore. 

Abe Fortas, Esq., member, District of Columbia bar; trustee, William 
Alonson White Psychiatric Foundation; appointed by court to represent 
defendant in Durham case. 

Edward deGrazia, Esq., member, District of Columbia bar; appointed by 
court to represent defendant in Taylor case. 

Dr. E. Y. Williams, Chief of Neuro-psychiatrie Service, Freedmen’s 
Hospital. 

Abram J. Chayes, Esq., a member of the District of Columbia bar, ny ge 
eS; by the court to represent the defendant in the case of Stewart v. United States, 
st 214 F. (2d) 879 (1954), was also invited to appear before the Committee, but was 

i unable to do so, being out of the city on the day of the hearing. However, Mr. 
Chayes made a complete presentation of his views to the Committee by letter. 
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GENERAL OBSERVATION 


The Committee feels that it is no of its duty to consider or discuss whether 
or not the United States Court of Appeals for the District of Columbia was 
justified in stating the law as it did in any or all of the cases studied. Indeed, 
your Committee feels that such a consideration or discussion by it would be wholly 

resumptuous. In studying this matter the Committee accepts, without question, 

e decisions of the Court as correctly stating the law as it exists today in the 
District of Columbia. 

DISCUSSION 


The Tatum and Wright cases 


In the eyes of the law all people, including those accused of a crime, ar2 pre- 
sumed to be sane. So long as this presumption continues, the Goveri:ment, in 
a criminal prosecution, has only the burden of proving beyond a reasonable doubt 
all of the elements constituting the crime with which the accused is charged. 

However, when evidence is introduced which overcomes the presumption of 
sanity of the accused, then the Government has the added burden of proving 
beyond a reasonable doubt that the accused was not suffering from a mental 
disease or mental defect at the time the crime was committed, or, if he was suffering 
from a mental disease or mental defect at such time, that the crime was not the 
product of such disease or defect. 

It is readily apparent then, that the question of how much evidence is required 
to overcome the presumption of sanity is a very important one. 

In the Tatum case, our court said that in the District of Columbia “some 
evidence” is sufficient to overcome the presumption and thus throw the added 
burden on the Government of proving the sanity of the accused beyond a reason- 
able doubt. 

It is difficult to determine exactly what the court meant by the words “some 
evidence” or ‘some proof’, as tied in the Tatum case. The court itself recog- 
nized the difficulty when it said: 

“We are aware, of course, that any attempt to formulate a quantitative measure 
of the amount of evidence necessary to raise an issue can produce no more than 
an illusory definiteness.” 

On the facts of the Tatum case there was rather considerable evidence of 
mental a ae the part of the defendant at or about the time the crime 
was committed. e accused testified that he remembered nothing of what had 
occurred on the night the crime was committed. Dr. Murphy, a deputy coroner, 
testified that on the day following the crime the accused appeared to be in more or 
less of a trance. Two policemen testified that on the day following the crime 
accused did not act normal, that he appeared abnormal. 

Actually, there would appear to have been sufficient evidence introduced in the 
Tatum case to “raise a reasonable doubt” as to the sanity of accused. The 
court, however, specifically rejected the “reasonable doubt” test to overcome 
the presumption of sanity in the District of Columbia. 

Seeking further enlightenment as to what “some evidence’? means as applied 
to the presumption of sanity, we turn to the Wright case. There the court held 
that the mere statement of accused that he was drunk and did not remember 
what had happened at the time of the crime, coupled with the fact that he had 
been struck on the head with a bottle before the crime, did not constitute “‘some 
evidence” overcoming the presumption of sanity. 

The Committee concludes that the ‘“‘some evidence” or “some proof’’ test as 
it exists in the District of Columbia means something more than a scintilla of 
phere and something less than evidence sufficient “to raise a reasonable 

oubt.’ 

In every American jurisdiction where the prosecution has the ultimate burden 
of Proving sanity beyond a reasonable doubt, with the exception of Nebraska 
and the District o:1 Columbia, the initial presumption of sanity holds until evidence 
is produced to “raise a reasonable doubt” of accused’s responsibility. Nebraska 
has also adopted the “some evidence” test, but in Nebraska the legal test of 
criminal responsibility is the right-and-wrong test. Thus it is only in the District 
of Columbia, of all American jurisdictions, that by introducing “‘some evidence” 
of mental irresponsibility can an accused throw on the prosecution the not incon- 
siderable burden of proving beyond a reasonable doubt that the accused did not 
suffer from a mental disease or mental defect at the time the crime was committed, 
or, if he did, that the crime was not the product of the disease or defect. 


UNIVERSITY OF MICHIGAN LIBRARIES 




























































& AMEND AN ACT APPROVED MARCH 3, 1901 


While it is the opinion of the Committee that the Tatum test, particularly 
when coupled with the Durham test, strongly favors the accused, the Committee 
favors no change in the Tatum test, as explained in the Wright case. 


The Durham case 


The legal tests of insanity which will absolve an accused from criminal responsi- 
bility for his acts has aroused controversy throughout the ages, and at no time 
more so than at the present, under the impact of the Durham decision. 

To help in understanding the problems involved it is well to.review very 
briefly the development of legal tests for insanity under the common law. 

Bracton, writing in the thirteenth century, contributed two statements on the 
subject which are usually combined by legal writers. Translated from the 
Latin, these statements are to the effect that an insane person is one who does 
not know what he is doing, and is lacking in mind and reason, and is not far 
removed from the brutes. Bracton was writing on civil tests of insanity and not 
criminal tests. 

In the sixteenth century, Fitzherbert treated of insanity in connection with 
criminal responsibility as follows: 

‘He who is of unsound Menory, hath not any Manner of Discretion; for if he 
kill a Man, it shall not be Fe.ony, nor Murder, nor he shall not forfeit his Lands 
or Goods for the same, because it appeareth that he hath not Discretion; * * *.” 

Fitzherbert’s test appears then to be whether the accused had “discretion.” 

Lord Hale, writing in the seventeenth century, expressed in the negative a test 
for “total insanity’? which would negate criminal intent necessary for criminal 
responsibility. He said: 

“* * * The last measure that I can think of is this: such a person as laboring 
under melancholy distempers hath yet ordinarily as great understanding, as 
ordinarily a child of fourteen years hath, is such a person as may be guilty of 
treason or felony.” 

(Under the common law children between the ages of seven and fourteen were 
presumed to be without criminal capacity, but this presumption was rebuttable.) 

In 1724, in Rex v. Arnold, 16 How. St. Tr. 695, Judge Tracy used the concept of 
“good and evil” in charging a jury as follows: 

“It is not every kind of frantic humor or something unaccountable in a man’s 
actions, that points him out to be such a madman as to be exempted from punish- 
ment; it must be a man that is totally deprived of his understanding and memory, 
and doth not know what he is doing, no more than an infant, than a brute, or a 
wild beast, such a one is never the object of punishment; therefore I must leave it 
to your consideration, whether the condition this man was in, as it is represented 
to you on one side, or the other, doth shew a man, who knew what he was doing 
and was able to distinguish whether he was doing good or evil, and understood 
what he did.” 

In the late eighteenth century Hawkins, a writer on criminal law, set forth this 
test for irresponsibility: 

“Those who are under a natural disability of distinguishing between good and 
evil, as infants under the age of discretion, ideots and lunaticks, are not punishable 
by any criminal prosecution whatever.” 

In 1760, the Crown Counsel in addressing the House of Lords in Earl Ferrer’s 
Case, 19 How. St. Tr. 886, interpreted the law to be that if the accused could 
distinguish “the difference between moral good and evil’’ he would be responsible 
for his crime. 

In 1812, in Bellingham’s case, the court charged the jury: 

“The single question was whether, when he committed the offense charged upon 
him, he had sufficient understanding to distinguish good from evil, right from 
wrong, and that murder was a crime not only against the law of God, but against 
the law of his Country.” 

In 1843, one M’ Naghten was tried in England for the murder of one Drummond, 
private secretary of Sir Robert Peel. Insanity was pleaded as a defense and the 
defendant was found not guilty on the ground of insanity. 

The case aroused great interest in Britain and the question of insanity as a 
defense in criminal actions was debated in the House of Lords. The Lords 
— to put five questions to the fifteen judges of England on the law governing 
such cases. 

The answers submitted by the judges established the rule which has since been 
known as the “‘M’Naghten Rule’. This rule, briefly stated, is: If at the time of 
committing the act, the party accused was laboring under such a defect of reason, 
from disease of the mind, as not to know the nature and quality of the act he was 
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doing, or if he did know it, that he did not know he was doing what was wrong, 
then he is not responsible. 

The M’Naghten rule is also frequently referred to as the “right and wrong” 
test. Since 1843, this test has won wide acceptance in the law. 

The “right and wrong”’ test, variously stated, is still the only test in England, 
Canada, and in 29 States. The “right and wrong” test has been supplemented by 
the “irresistible impulse” test in 14 States. In 4 other States it is clear that the 
right and wrong test applies but it is not clear whether the “irresistible impulse” 
test has also been added. New Hampshire has the “‘product of mental disease” 
test, similar to the Durham test. 

It might be thought that a test that has gained such universal recognition as the 
“right and wrong”’ test would also have gained equal admiration and respect. Such 
has not been the case. The “right and wrong” test has been the subject of bitter 
criticism by many lawyers and doctors since it was enunciated. With the passing 
years and the improvement in psychiatric knowledge, the critics of the test have 
increased. Studies by this Committee and testimony given before this Com- 
mittee indicate that a majority of psychiatrists and a number of lawyers, who have 
made a special study of the subject, believe the “right and wrong”’ test, even when 
supplemented by the “irresistible impulse” test, to be wholly inadequate and un- 
just. 

; The “right and wrong” test was adopted by court decision in the District of Co- 
lumbia in 1882. In 1929, our court approved the “irresistible impulse” test as a 
supplement to the “right and wrong”’ test. 

he “right and wrong’’ test, supplemented by the “irresistible impulse” test, 
continued as the only test of criminal responsibility in the Distiret of Columbia 
until July 1, 1954, when the United States Court of Appeals for the District of 
Columbia, in the Durham case, adopted the “mental disease or mental defect”’ 
test. 

As has been previously stated, the impact of the Durham case in the field of 
forensic psychiatry was very great, and was international in its effect. The critics 
and defenders of the test established in the Durham case are both legion, and the 
sound of the conflict between them has been heard from one end of the land to the 
other. 

In the days immediately following the decision, the fury of tne conflict created 
more heat than light. However, with the passing of time since the decision was 

ublished, the heat has dissipated and a great deal of light has been thrown on 
oth sides of the controversy. 

Many eminent and capable men and women have written and spoken for or 
agairst the Durham test. The articles which have been written for or against 
the test and which have been published in legal journals, medical journals, and in 
the press would fill many volumes. The Committee can only summarize briefly 
the arguments for or against. 

The chief arguments against the mental disease or mental defect test are these: 

1. That the use of the word ‘‘disease’’ in the test is confusing, since to many, 
disease connotes an underlying pathology, whereas in the majority of mental 
disorders there is no demonstrable organic pathology; that mental disorders are 
not specific disease entities, that they are qualitative disturbances and not quanti- 
tative disorders, hence a better term in the test would be “mental disorder’ or 
“mental illness” rather than “mental disease.” 

2. That there is a valid distinction between “insanity” and “responsibility.” 
A person may be insane and still be legally responsible if he is able to distinguish 
subjective ideas of right and wrong from the objective reality of right and wrong. 

3. That any departure from the “right and wrong”’ test is likely to lead even- 
tually to the conclusion that there are no criminals but only mentally disturbed 
people who are not responsible for their acts. 

4. That the ‘mental disease or mental defect’’ test is too general, allowing a 
psychiatrist to testify to any theory he may hold. 

5. That the “mental disease or mental defect” test gives no specific guidance 
to a jury, but leaves them in a position of deciding criminal responsibility largely 
on moral grounds. 

6. That the “right and wrong” test is predicated on the “natural law” and 
should not be superseded. 

The arguments in favor of the ‘‘mental disease or mental defect” test and those 
against the ‘‘right and wrong” test are summarized together as follows: 

1. That the “right and wrong” test puts a false emphasis on intellect, reason, 
neo commonsense and underemphasizes the emotional pressures that energize 

ehavior. 
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2. That only in cases of mental disorders marked by disturbed consciousness 
and in cases of idiocy can the conscientious psychiatrist feel that he is replying 
honestly to questions based on the “right and wrong”’ test. 

3. That psychiatry has no means of determining satisfactorily the capacity of 
~ accused to distinguish right and wrong and appreciate the consequences of 

is act. 

4. That the “mental disease or mental defect” test permits a psychiatrist to 
deal with clinical concepts with which he is familiar; it permits him to testify as 
a physician rather than as a metaphysician or a philosopher, as was required under 
the “right and wrong”’ test. 

5. That the “mental disease or mental defect’”’ test removes a long-existing 
barrier to communication between lawyers and psychiatrists. 

6. That the ‘“‘mental disease or mental defect’’ test permits a psychiatrist to 
testify in terms of his total findings on a mental patient, whereas, under the 
“right and wrong” test, he is confined to one symptom. 

7. That many accused persons who are suffering from serious mental disorders 
and who should not be responsible for their acts do not come within the “right 
and wrong” or the “‘irresistible impulse’ tests. ’ 

While there has been considerable criticism of the words used in the Durham 
test, it would appear that a large majority of psychiatrists believe the Durham 
test to be a great improvement over the “right and wrong” and “‘irresistible 
impulse” tests. In this the psychiatrists are joined by a not inconsiderable 
group of lawyers. 

The Washington Psychiatrie Society polled its members as to which they 
felt to be the better test of criminal responsibility, the ‘‘mental disease or mental 
defect” test or the “right and wrong” test. The results showed that, of those 
psychiatrists polled, 125 preferred the ‘‘mental disease or mental defect” test 
and 17 preferred the ‘‘right and wrong” test. Thirteen stated that they have no 
opinion in the matter and eight favored some other form of test. 

A pol] of American psychiatric opinion taken prior to the Durham decision is 
represented as showing that 85 percent of American psychiatrists were dissatisfied 
with the “right and wrong”’ test. 

When the Durham test was first announced, it was feared by many that the 
test was much too liberal and would result in making it very difficult to obtain 
the conviction of any accused who pleaded insanity as a defense. There were 
those who felt that any person could escape responsibility for his criminal act 
simply by pleading the defense of insanity. Experience with the Durham test 
in the 10 months which have elapsed since it was announced have not justified 
these fears, and,i ndeed, has tended to prove these fears to be groundless. Monte 
W. Durham, who gave his name to the now famous test, and Willie Lee Stewart, 
whose conviction was reversed on July 14, 1954, on the basis of the new test, were 
both convicted on a retrial where the jury was given the Durham instruction. 

We are advised by the United States Attorney’s office that since the Durham 
test was established the Government has obtained convictions in 80 percent of 
the criminal cases in which insanity has been pleaded by the accused as a defense. 

It is the opinion of the Committee that the test of criminal responsibility estab- 

lished in the Durham case represents a significant and desirable advance over the 
“right and wrong” and “‘irresistible impluse” tests, and is in the interests of 
justice. 
' It is the opinion of the Committee that, while the Durham test is by no means 
the ultimate test or the perfect test, it would not be feasible, and, in fact, would 
be inadvisable to attempt a statutory definition of legal insanity. The witnesses 
who appeared before the Committee were almost unanimous in expressing their 
opinion of the infeasibility and undesirability of obtaining a statutory definition. 
Your Committee feels that no significant group of either physicians or lawyers 
would ever agree on any statutory definition. 

Lord Blackburn well expressed the difficulties involved more than 50 years 
ago when he said: “I have read every definition (of insanity) which I could meet 
with and never was satisfied with one of them, and I have endeavored in vain 
to bere ie satisfactory to myself. I verily believe it is not in human power 
to do it. 

It is the opinion of your Committee that, by leaving in the courts their common 
law power to establish legal tests of insanity, a desired flexibility will be possible 
in ‘ieoting legal tests to growing experience in the psychiatric field. 
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The Wear case 


The United States Code, title 18, section 4244, provides that wherever, after 
arrest and prior to imposition of sentence, the United States attorney has reason- 
able cause to believe that an accused may be insane or so mentally incompetent 
as to be unable to understand the proceedings against him or properly assist in 
his own defense, he shall file a motion for judicial determination of the com- 
petency of the accused, setting forth the ground for such relief. Upon such a 
motion or upon similar motion in behalf of the accused, or upon its motion, the 
Court shall cause the accused to be examined as to his mental condition by at 
least one qualified psychiatrist, who shall report: to the Court. 

In the Wear case the Court held the law to be that, where a motion for exam- 
ination is made under this section of the United States Code, the Court must 
grant the motion unless the “ground alleged is frivolous” or ‘the motion is not 
made in good faith.” 

In practically all jurisdictions, with the exception of the District of Columbia, 
a hearing to determine competency to stand trial is held only where evidence is 
offered sufficient to “raise a reasonable doubt’’ of the accused’s competency in the 
mind of the judge. In these jurisdictions a hearing on the matter is not required 
on the bare unsupported suggestion that accused is incompetent. Even though 
the suggestion be supported by affidavits or by the testimony of witnesses, no 
hearing is required unless a reasonable doubt of accused’s competency is created 
in the judge’s mind. The question of reasonable doubt as to competency in 
this regard is generally held to be a matter within the sound discretion of the trial 
judge and subject to being overruled by an appellate court only if the denial of 
hearing by the trial court is deemed arbitrary and an abuse of discretion. 

It is apparent, therefore, that in the District of Columbia, by virtue of the 
Wear test, a defendant can more easily obtain an examination to determine his 
competency to stand trial than in any other jurisdiction in the United States. 

At first blush, it would appear that the Wear rule, however liberal, would not 
be subject to abuse by accused or his counsel. Indeed, the Court, in announcing 
its decision in the Wear case, considered this point and concluded: 

“Realistically, there is little incentive for a competent accused in a noncapital 
case to seek a finding that he is mentally incompetent to stand trial since such a 
finding (a) does not relieve him of responsibility for the offense with which he 
is charged, (b) may result in the confinement of one who had previously been 
admitted to bail, and (c) gives the Court the power to commit him to an institu- 
tion, under 18 U. 8. C. 4246, until he is competent to stand trial and therefore, 
instead of reducing the possible period of confinement, may well enlarge it greatly; 
hence, it can hardly be used as a device to avoid punishment.” 

Notwithstanding the Court’s statement, it is the opinion of the Committee 
that the Wear test may be used by some accused as a device to try to avoid 
punishment. This comes about in the following manner: where an accused who 
pleads insanity as a defense has a prior history of confinement in a mental hospital, 
the accused has a better chance of convincing a jury that he was insane at the 
time the crime was committed than if he had never been confined to a mental 
hospital. While such confinement in no wise assures that the jury will find the 
accused not guilty by reason of insanity, it certainly improves the accused’s 
chances in this regard. Under the Wear test it is a fairly simple matter for an 
accused to engineer his being sent to a mental hospital, at least for a brief period, 
and thus establish for himself a history of confinement in a mental hospital. 

The trial court is helpless to stop abuse under the Wear test. It is no trick at 
all for almost anyone to prepare a motion under 4244 so it does not appear frivolous 
on its face. As to good faith, the trial court would have to be somewhat of a 
mindreader to determine whether counsel for accused has made a motion in good 
faith or not. 

It is the opinion of the Committee that accused should be required to make out 
a prima facie case of insanity or incompetence before the court is required to order 
psychiatric examination of accused. District of Columbia Code 24-301 (1951) 

resently requires the making of a prima facie case, but 18 U.S. C. 4244 does not: 

e United States Court of Appeals for the District of Columbia has held that 
18 U. 8. C. 4244 supersedes District of Columbia Code 24-301 (1951) where 
inconsistent therewith. 
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The Gunther and Contee cases 


In these cases the Court held that when an accused has been found incompetent 
to stand trial, on the ground that he is insane or otherwise so mentally incompe- 
tent as to be unable to understand the proceedings against him or properly to 
assist in his own defense, and has been committed to a mental hospital until his 
recovery, he may not thereafter be tried on the basis of a certificate of the super- 
intendent of the mental hospital that accused is competent to stand trial, but 
accused can only be tried after a judicial determination that he is competent to 
stand trial. 

In most States where a person has been found incompetent to stand trial, the 
determination that asiuned has recovered and is competent to stand trial is left 
in — first instance to the superintendent of the mental hospital in which he was 
confined. 

Where the matter is controlled by statute, the usual provision is that the cer- 
tificate of the superintendent of the mental hospital that accused has recovered his 
competency is sufficient to determine the matter. However, in some States it 
has been held that the superintendent’s certificate is not conclusive, and, where 
the court has any question in its mind as to whether accused has recovered his 
competency, the Court may hold a judicial inquiry to determine this matter. 
A few States require a formal judicial trial to determine the question of recovery 
of competency. 

The primary objection to the rule requiring a judicial determination in every 
case on the question of whether or not an accused has recovered his competency 
is that it unnecessarily consumes a great deal of time of hospital authorities in 
coming into court to testify in person to matters adequately covered by their 
written report. In some instances hospital authorities have been required to 
travel long distances and to be absent from their duties for several days in order 
to meet this requirement. 

It is the opinion of the Committee that in every instance where the accused is 
dissatisfied with the superintendent’s certificate of recovery of competency 
accused should be entitled to a judicial determination, but, in the absence of 
objection by accused, the certificate should be sufficient to permit the court to 
enter an order thereon finding accused competent and directing his trial to pro- 
ceed. 





DISPOSITION OF PERSONS FOUND NOT GUILTY OF A CRIME ON SOLE GROUND THAT 
THEY WERE INSANE WHEN CRIME COMMITTED 


District of Columbia Code 24-301 (1951) provides: 
‘‘* * * if an accused person shall be acquitted by the jury solely on the ground 
of insanity, the court may certify the fact to the Secretary of the Department of 
Health, Education, and Welfare, who may order such person to be confined in the 
hospital for the irsane, * * *’ [Emphasis supplied. 

It is readily apparent from the foregoing that, where an accused person in the 
District of Columbia has been acquitted solely on the ground of insanity, the 
determination of whether that person is confined for treatment or is given his 
unrestricted freedom lies in the diseretion of both the court and the Secretary of 
Health, Education, and Welfare. If the court fails to certify the matter to the 
Seeretary or the Secretary fails to order commitment, the accused person, found 
to be insane at the time of the crime, is set free. . 

In recent times it has been customary for the court to certify to the Secretary 
persons found not guilty solely by reason of insanity and for the Secretary to order 
them confined. 

The situation in other jurisdictions where an accused is found not guilty by 
reason of insanity is as follows: 

1. In 10 States and in England the court is required to forthwith commit the 
person to a mental hospital. 

2. In those States where the question of insanity is tried separately, automatic 
commitment is also provided. 

3. In eight States the court “may” order commitment. 

4. In seven States the court may order commitment if, after an investigation, 
it is satisfied the person is still insane. 

5. In 11 States the court may order commitment if it deems discharge to be 
dangerous to public peace and safety. 

6. Three States require a second jury trial to determine whether the person 
acquitted, because insane at the time the crime was committed, is still insane. 

7. Eight States require a jury to find in one trial, not only as to the mental 
responsibility at the time the crime was committed, but at the time of verdict, 
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Where the accused is found irresponsible at both times, the court is required te 
order such person committed. 

No recent cases have come to the attention of this Committee where a person 
acquitted in the District of Columbia of a crime on the sole ground of insanity 
has not been committed to a mental hospital for treatment. Nevertheless, the 
Committee is of the opinion that the public is entitled to know that, in everv case 
where a person has committed a crime as a result of a mental disease or defect, 
such person shall be given a period of hospitalization and treatment to guard 
against imminent recurrence of some criminal act by that person. 

he Committee believes that a mandatory commitment statute would add 
much to the public’s peace of mind, and to the public safety, without impairing 
the rights of the accused. Where accused has pleaded insanity as a defense to a 
crime, and the jury has found that the defendant was, in fact, insane at the time 
the crime was committed, it is just and reasonable in the Committee’s opinion 
that the insanity, once established, should be presumed to continue and that the 
accused should automatically be confined for treatment until it can be shown that 
he has recovered. 


PRACTICE AND PROCEDURES FOLLOWED FOR THE RELEASE OF PERSONS FOUND 
NOT GUILTY OF A CRIME SOLELY BY REASON OF INSANITY AND COMMITTED TO A 
MENTAL HOSPITAL FOR TREATMENT 


In the District of Columbia at the present time, a person who has been found 
not guilty of a crime solely by reason of insanity and committed to a mental 
— for treatment may be released from the hospital under either of two 
met $: 

1. By certificate of the superintendent of the hospital that the person has 
recovered, or, 

2. By a finding of the court, on a writ of habeas corpus, that the person is 
no longer insane. 

The practice and procedures in other jursidictions for releasing persons com- 
mitted for treatment after they have been acquitted of a crime solely on the 
ground of insanity are as follows: 

1. Approximately half of the States provide that the release must be on order of 
the Court. In 7 of these States a certificate of the hospital authorities is also 
required, and in 3 States a report from a commission of experts is required before 
the court can order release. 

2. Some 17 or 18 States permit the hospital authorities to release the person 
without court order. In some of these States the statute specifically so aut ramer 
and, in others, the statute is silent, giving rise by implication to the authority of 
the hospital authorities to discharge. 

3. In North Carolina an aecused found not guilty of a capital crime by reason 
of insanity may be released only by special act of the legislature. In Mighigan, 
if the crime charged was murder, only the governor can release. Massachusetts 
has a similar provision to Michigan for persons acquitted of murder or man- 
slaughter by reason of insanity. 

In most States the test of whether a person should be released or not, whatever 
the releasing authority, is whether the person has recovered his sanity. A few 
States require an additional finding that the person will not be dangerous to 
himself or to others. 

In the case of a person who has been committed for treatment after having 
been found not guilty of a crime by reason of insanity, the question of whether 
that person has recovered his sanity and is not any longer dangerous to himself 
or to others is primarily a question for psychiatric determination. However, the 
public has a very great interest in assuring, and in being assured, that this question 
is correctly determined, and that dangerous mental cases are not prematurely 
released to prey upon the citizenry. The newspapers of the Nation, in recent 
times, have contained many accounts of persons relieved of criminal responsibility 
by reason of insanity and who have been prematurely released from mental 
hospitals only to commit some further serious crime, many of them involving 
— and/or murder. 

t is the opinion of the Committee, therefore, that once a person has been 
excused from his criminal act or acts by reason of insanity he be not thereafter 
released into society until it is reasonably certain that the person has recovered 
his sanity and is no longer dangerous to himself or to others. Neither jurists nor 
dh ae are infallible in their judgment, nor, indeed, do either claim to be. 

Committee believes, however, that the combined judgment of the court and 
the psychiatrists on this question would be better than either standing alone and 
afford greater protection to the public. 
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In this connection, the testimony of Dr. Manfred S. Guttmacher, chief medical 
officer of the Supreme Bench of Baltimore, given before the Committee, is of 
great interest. r. Guttmacher has had wide experience in the field of forensic 
psychiatry and is a recoxnized authority in the field. 

Dr. Guttmacher was asked the following question and gave the following answer: 

Question: “Do you think it advisable to have a statute which would provide 
that where a person is found not guilty of a crime solely by reason of insanity 
that he shall be committed to a hospital for the insane for an indefinite period, 
then to be released only on a certificate of the superintendent and a finding by 
the court that he is no longer a danger to himself or to the community?” 

Answer by Dr. Guttmacher: 

“Well, the first part I certainly agree to, that is, I favor having the man auto- 
matically committed. I think he should be committed to a hospital and I think 
again—my own feeling is—one of the great functions of the law—this is nothing 
that is very profound or very startling, but as a psychiatrist I have a great interest 
in the law’s role that it plays in giving people and the community as a whole the 
feeling of security in these insecure times in which we live. 

“Tt is very important for neople to feel comfortable and secure, and I think the 
courts represent a Rock of Gibraltar from this point of view, and I think it is very 
important that they should do so. 

“Tt might be unnecessary, and, perhaps, some psychiatrists may feel in psy- 
chiatry—well, there are some people in state hospitals or Government institutions 
who are men with a conscience and they are not going to let some man run around 
the streets who is dangerous to people; I think in most cases—I would say in the 
vast maiority of cases, or, perhaps, in all—that is true. On the other hand, I 
think this is a very special area and J think a man who is in a hos»vital because he 
has committed a crime, for which he has been exculpated, is a different individual 
from the individual who has been sent there as a mental! cose; and, therefore, I 
think, from a technical point of view, it might be necessary to have the court be the 
discharging agency. 

“T feel when all interests are considered, it is the advisable plan, and I think 
it should be made on the recommendation of the hospital, itself—as you suggested, 
the superintendent of the hospital.” 

The above statement was coneurred in by Dr. Winfred Overholser, Superin- 
tendent of St. Elizabeths Hospital. 

The Committee feels, too, that the law should provide a means for conditional 
release of persons who have recovered after being acquitted on the grounds of 
insanity. Such a conditional release would accomplish the following results in 
the opinion of the Committee: 

1. Permit psychiatric aftercare supervision for such period as the Court 
and hospital authorities may consider necessary 

2. Permit conditional release of such person on a trial basis where the 
Court and hospital authorities might be reluctant to grant their uncondi- 
tional release. 

3. Permit immediate recommitment for treatment of those conditionally 
released where subsequent experience and psychiatric observation indicated 
that the release had been premature. 

4. Give to the public an increased feeling of security in these matters. 


The Taylor case 


The Taylor case establishes that in the District of Columbia today, in a criminal 
trial, where accused pleads the defense of insanity, no physician who has treated 
the accused may disclose any confidential information which he shall have acquired 
in attending accused. This rule applies to physicians in a Government hospital 
where an accused has been sent for observation and report on his sanity, as well 
as to private physicians. 

A distinction is drawn between “examination” and “treatment.” If the phy- 
sician merely examines, without any sort of treatment being involved, the privilege 
does not arise. 

By an amendment to the original decision in the Taylor case, the court held the 
privilege not to apply in s hearing to determine competency to stand trial. 

In considering this question, it is well to remember that at common law there 
was no physician-patient privilege recognized. The common law recognized the 
attorney-client and husbund-wife privilege, but no other. By statute in most 
States a physician-patient, privilege is created, and, in many States, a clergyman 
or priest and penitent privilege has been recognized. 

The value of the physician-patient privilege has been questioned by many 
authorities. Some of the leading authorities on evidence, including Professors 
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Wigmore, Chafee, and Morgan, have suggested that the privilege serves no useful 
purpose and should be abolished. However, most physicians and many lawyers 
would strongly object to a complete repeal of the privilege. 

In a majority of jurisdictions where the privilege is recognized, the calling of 
one physician to testify to one’s condition does not constitute a waiver of the privi- 
lege as to the testimony of other physicians regarding such condition. In a 
minority of jurisdictions the rule is otherwise, and the calling of one physician 
does constitute a waiver of the privilege as to other physicians involving the same 
condition. Many believe the minority rule to be better reasoned. In the Dis- 
trict. of Columbia the majority rule has been adopted. 

The question arises uncer the law of the Taylor case as to whether it is possible, 
in a criminal trial in which the defense is insanity, for the prosecution to offer 
competent psychiatric testimony. It is true that the prosecution can offer the 
testimony of psychiatrists who have merely examined, but have not treated, the 
accused. Will such testimony be really competent in all, or even most cases, 
where insanity is pleaded as a defense? It is believed not. 

It is thought by the Committee that the Taylor case will make it most difficult 
to unmask malingerers, and will seriously impede Government psychiatrists in 
making sound diagnoses in difficult cases. 

Many of the tests by which malingering is detected require a comprehensive 
investigation, by physical examination, a fairly long period of constant observa- 
tion, and a sound ease history of the person’s past and his family. Sound diag- 
noses in difficult cases of valid mental disorders call for an equally comprehensive 
investigation, Such a comprehensive investigation of an accused is not believed 
to be feasible at the jail, or at any place other than a mental hospital where obser- 
vation, 24-hours a day, is possible. 

As soon as an accused is moved to a mental hospital, he is at once subjected to 
treatment as well as to examination. Dr. Overholser testified that from the 
moment any person is confined at St. Elizabeths Hospital, whether in a civil or 
criminal case, that person is subjected to treatment. So it would appear to follow 
that tue only psychiatric testimony that the prosecution can produce at a criminal 
trial will be based on a necessarily brief examination in the jail or other inappro- 
priste place and that such testimony will be wholly inadequate in the ease of 
melingerers or in valid ceases of mental disorders difficult to diagnose. 

The facts of the Taylor case itself tend to bear out the first part of this con- 
clusion. ‘Taylor was examined briefly five times by Dr. G. at the District jail 
in January and February 1953. He concluded Taylor was insane, with symptoms, 
among others, of hallucinations and delusions. In March 1953, Taylor was sent 
to St. Elizabeths Hospital, where from March to October 1953, he was regularly 
ebserved and treated by Dr. E. During Dr. E.’s 6 months’ observation of 
Taylor, the latter admitted that he suffered from no hallucinations or delusions, 
but was only “going elong with a gag” in describing such episodes. Dr. E. con- 
cluded Taylor was sane. 

Under District of Columbia law, Dr. G. was competent to testify as to Taylor’s 
mental condition, having merely briefly examined Taylor, but, Dr. E.’s testimony 
was excluded because, over a long period, he had both examined and treated 
Taylor. Assuming Dr. G. and Dr. E. to be psychiatrists of equal ability, the con- 
clusion is inescapable that Dr. E.’s findings were based on a much more solid 
psychiatric foundation than were Dr. G.’s. To exclude Dr. E.’s testimony in 
such a situation appears not to advance the cause of justice. 

It is difficult to see how the law, as it presently exists, adequately protects either 
the public or the accused. From the publie’s point of view, a clever malingerer 
can easily mislead any psychiatrist who merely examines him for limited periods, 
and can seal the lips of any psychiatrist who observes and treats the accused for 
the extended period frequently necessary to uncover malingering. The Taylor 
case may well result in more emphasis being put in the future on brief jail examina- 
tions with fewer cases being sent to St. Elizabeths for extended observation and 
treatment. If such does develop, an insane accused whose case is difficult to 
diagnose may be found by a psychiatrist, on brief examination, to be sane, whereas 
an extended observation ane treatment in a mental hospital might well have dis- 
closed the accused to be insane. 

The Durham case was widely hailed as removing a gag from psychiatrists which 
prevented them from testifying in terms of psychiatric realities. The Taylor case 
substitutes a gag that prevents a psychiatrist, who has extensively observed and 
petra’ an accused, from testifying at all unless his testimony is favorable to the 
accused, 

In the District of Columbia the present physician-patient privilege statute 
does not apply, by its terms, to “evidence in criminal cases where the accused is 
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charged with causing the death of, or inflicting injuries upon a human 
being * * * ”. In the Tevlor case, the accused was charged with robbery and 
it was alleged that in the course of the robbery he used a knife to threaten his 
victims. So, if Taylor had scratched or eut one of his victims, no privilege would 
have existed between Taylor and the physicians, insofar as the criminal trial was 
concerned. 

It does not seem consistent to wholly deny the privilege in criminal! trials where 
death or injury results from: the crime, and yet permit the privilege to extend to 
mental condition in all other crimes, and even when accused pl insanity as a 
defense to these other crimes. 

The Committee urgently recommends that legislation be immediately enacted 
which would make the physician-patient privilege inapplicable, insofar as evi- 
dence as to mental capacity or sanity is concerned, in all criminal trials where the 
accused pleads insanity as a defense. It is to be noted that this recommendation 
pertains only to evidence as to mental competency or sanity. All other existing 
privileges would be retained, including the provision in 18 U. 8. C. 4244, that no 
statement made by an accused to a physician in the course of an examination 
shall be admitted in evidence against the accused on the issue of guilt in any crimi- 
nal proceedings. 

It is realized that many difficult questions may be presented to the trial courts 
in determining whether a particular statement bears on the mental competency 
or sanity of an accused or whether it bears on his guilt. The Committee is quite 
confident that our very able trial courts will be able to decide these questions 
properly in each individual case as they arise. 


CONCLUSIONS 


It is the opinion of the Committee that the laws of the District of Columbia, 
substantive and procedural, bearing on insanity as a defense to crime and related 
matters do not achieve a balance of interest between the public and the person 
charged with a crime. 

It is the opinion of the Committee that the law established in each of the cases 
and statutes studied and discussed above, with the exception of the Gunther and 
Contee cases, favors the accused, and for the reasons set forth hereinbefore. 

It is the opinion of the Committee that, when all of the foregoing cases and 
statutory provisions are considered and weighed together, a serious and dangerous 
imbalance results in favor of the accused and against the public. 

It is the opinion of the Committee that immediate steps should be taken by the 
Board of Commissioners of the District of Columbia to request the Congress to 
amend the laws of the District of Columbia in the manner and to the extent set 
forth in the recommendations following. 


RECOMMENDATIONS 


1. That the District of Columbia Code 24-301 (1951) be amended in the 
following respects: 

(1) To provide that this section supersedes in the District of Columbia the 
provisions of any other statutes wherever inconsistent therewith. The purpose 
of this is to reestablish the prima facie test for mental examination of accused 
persons in the District of Columbia and to correct the abuses which may grow 
up under the Wear test. 

(2) To authorize the court: to commit for treatment a person found insane or 
incompetent to stand trial by the psychiatric staff of a mental hospital, but 
reserving to accused the right to a judicial determination to determine sanity or 
competency if he so desires. This is designed to speed up procedures without 
prejudicing accused. 

(3) To permit the court to order to trial an accused, who has been found incom- 
petent to stand trial, on the basis of a certificate from the superintendent of the 
hospital that accused has recovered, except in cases where the accused or the 
Government objects, in which case a judicial determination, after hearing without 
a jury, be required. This is designed to avoid the burden of a judicial hearing and 
determination unless the accused or the Government desires it. 

(4) To provide that in every case where an accused is found not guilty of a 
crime solely by reason of insanity he shall be confined in a hospital for the mentally 
ill. This is designed to protect the public against the immediate unconditional 
release of accused persons who have been found not responsible for a crime 
solely by reason of insanity. This is believed to be necessary for the protection 
of the public. 


Se teHo M2 arent 





1an 
und 


uld 
Was 


ere 
i to 
iS a 


ted 
eVi- 
the 
ion 
ting 


pion 
imi- 


urts 
ney 
uite 
ions 


bia, 
sted 
‘son 


ases 
and 


and 
rous 


the 
s to 
t set 


the 


the 
pose 
ised 
TOW 


e or 
but 
y or 
n0ut 


om- 
the 
the 
hout 
and 


of a 
tally 
onal 
rime 
‘tion 





AMEND AN ACT APPROVED MARCH 3, 1901 17 


(5) To provide that a nm who has been held not responsible for a crime 
lanai Of thgnntty toad otanenitted to &. boapitel. lot the mantalty Ul esol be 
unconditionally released therefrom only on order of the court after the 
superintendent of the hospital has certified the accused has recovered his sanity 
and will not in the future be rous to himself or others. To provide that 
notice of an impeding release must be given to the office which prosecuted accused 
a reasonable time before the accused is released. To provide that the court, on its 
own motion, may hold a hearing, and on objection by the office which prosecuted 
accused, must hold a hearing, before release. To provide that the court, on 
recommendation of the superintendent of the hospital, and with the same notice 
and opportunity for hearing above sagen may order the conditional release 
of accused to a legal ents or other person subject to such conditions as the 
court may impose. These changes are designed to protect the public against 
premature release of insane accused persons and also to give maximum protection 
and treatment to such accused persons. 

(6) To Onda specifically that nothing in the section shall preclude a person 
from establishing his eligibility for release by habeas corpus at any step of the 
proceedings. This is deemed desirable to prevent the possibility that it might 
possibly be considered that the release provisions provided in the section were 
exclusive of habeas corpus proceedings. 

A draft of 24-301, containing all of the foregoing suggestions, is attached hereto, 
marked “Exhibit A,” and is prayed to be read as a part hereof. 

2. That the District of Columbia Code 24-302 (1951) be amended in the fol- 
lowing respect: 

To provide that, where a prisoner who is serving a sentence for a crime in a 
District of Columbia penal institution is mentally ill in the opinion of the Director 
of the Department of Corrections, such person shall be referred to the Legal 
Psychiatric Services Division of the District of Columbia Department of Public 
Health, established under a 1954 amendment to the. District of Columbia Code 
24-106 (1951). That, if the ae. of the Legal Psychiatric Services 
Division certifies the person to insane, the Director is authorized to transfer 
the prisoner to a mental hospital for treatment. The purpose of this amendment 
is to make proper use of the recently created Legal Psychiatric Services Division 
and to avoid the redtape involved in going through the Secretary of Interior, as is 
presently required in these cases. 

A draft of a proposed amendment to District of Columbia Code 24-302 (1951) 
containing the foregoing suggestions is attached hereto, marked “Exhibit B,” 
and is prayed to be read as a part hereof, 

3. That the District of Columbia Code 24-303 (1951) relating to procedures to 
be followed where a person found incompetent to stand trial, or a prisoner is 
found to be insane while serving sentence, has recovered their sanity be amended 
to conform with and be consistent with the amendments above suggested to 
District of Columbia Code 24-301 and 302 (1951). 

A draft of the proposed amendment to District of Columbia Code 24-303 
1951) containing the foregoing suggestions is attached hereto, marked ‘Exhibit 
”, and is prayed to be read as a part hereof. 

4. That the District of Columbia Code 14-308 (1951) be amended by adding 

a proviso that the physician-patient privilege shall not apply to evidence relating 
to the mental competency or sanity of an accused in criminal trials where the 
accused raises the defense of insanity. The purpose of this amendment is to 
permit the Government to offer competent psychiatric testimony where an ac- 
cused pleads insanity as a defense, and also to offer such testimony in any criminal 
case pee the mental condition of an accused or convicted person is brought into 
question. 

A draft of the proposed amendment to District of Columbia Code 14-308 
oe is attached hereto, marked “Exhibit D,”’ and is prayed to be read as a part 

ereof. 


5. That the Legal Psychiatric Services Division, District of Columbia Depart- 
ment of Public Health, be expanded in personnel and facilities, and that the 
Division be increasingly used by the courts. Your Committee believes that, in 
time, the Legal Psychiatric Services Division can become as valuable to the courts 
and to the people of the District of Columbia as the Medical Service of the 
Supreme Bench of Baltimore has become to the courts and to the people of that 
city. It is frequently said of the Medical Service of the Supreme Bench of 
Baltimore that the office has gained such high repute and confidence in Baltimore 
that it has succeeded in removing the question of sanity or insanity from the 
arena of adversary proceedings. 
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6. It is recommended that the increased facilities and services now planned for 
the District of Columbia General Hospital and St. Elizabeths Hospital be pushed 


to early menpios so that they can adequately serve and treat all persons who a 
are in need of psychiatric examination, observation or treatment under the crimi- P 
nal procedures and laws of the District of Columbia. At the present time, the ut 
facilities of neither hospital, nor their combined facilities, are deemed by the o 
Committee to be adequate for these purposes. Many accused persons who should ” 
be in a mental hospital are presently being held in the District Jail for examination to 
due to lack of adequate suitable hospital facilities. This condition should not be Cc 
allowed to continue. ve 
APPRECIATION e 
The Committee is deeply indebted to all of the witnesses who appeared before of 
them, and to the many lawyers and psychiatrists who conferred with or corre- G 
sponded with members of the Committee. It is not possible to name each of these m 
persons who gave so ungrudgingly of their time, to assist the Committee, but the by 
Committee desires to express its deep spacenece toeachofthem. The Commit- m 
tee feels that the assistance of Henry Weihofen, Esq., Professor of Law, University ju 
of New Mexico, and author of the recent book Mental Disorders as a Criminal sh 
Defense was so outstandingly helpful that special mention of his name, and a tr 
special expression of appreciation to him is justified. 

Respectfully submitted. to 
Donatp A. CLEMMER. in 
Leroy H. McKrinney, in 
Hues F. Rivers. su 
Vernon E. West. pe 
Georce L, Harrt., Jr., Chairman. co 
pe 
Cuances in Existing Law ir 

. . 0 
In compliance with paragraph 3 of rule XIII of the Rules of the fo 

House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be th 


omitted is enclosed in black brackets, new matter is printed in italics, 


existing law in which no change is proposed is shown in roman): * 
to 

(31 Srar. 1340, Cu. 854; 34 Srar. 113, Co 1624; 59 Star. 311—D. C. Cons (1 
24-301) fu 

th 


(When any person tried upon an indictment or information for an offense, or 
tried in the juvenile court of the District of Columbia for an offense, is acquitted th 
on the sole ground that he was insane at the time of its commission, that fact 


shall be set forth by the jury in their verdict; and whenever a person is indicted . 
or is charged by an information for an offense, or is charged in the juvenile court ee 
of the District of Columbia with an offense, and before trial or after a verdict of sa: 
guilty, it shall appear to the court, from prima facie evidence submitted to the uz 
court or from the evidence adduced at the trial, that the accused is then of un- ho 
sound mind, the court may order the accused committed to the Gallinger Munic- én 
ipal Hospital for a period not exceeding thirty days, which period may be ex- ho 
tended by the court for good cause shown, for examination and observation by he 
the psychiatric staff of said hospital. If, after examination and observation, the op 
said psychiatric staff shall report that in their opinion the accused is insane, the fn 
court may cause a jury to be impaneled from the jurors then in attendance on pe 
the court or, if the regular jurors have been discharged, may cause a sufficient et 
number of jurors to be drawn to inquire into the sanity of the accused, and said és 
: inquiry shall be conducted in the presence and under the direction of the court. rel 
: If the jury shall find the accused to be then insane, or if an accused person shall eu 
2 be acquitted by the jury solely on the — of insanity, the court may certify pe 
; the fact to the Federal Security Administrator,* who may order such person to fre 
3 be confined in the hospital for the insane, and said person and his estate shall be Ti 
. charged with the expense of his support in the said hospital. The person whose pa 
sanity is in question shall be entitled to his bill of exceptions and an appeal as in fin 
other heieat ore 
‘ ©The office of Federal Security Administrator was abolished and the functions of that office transferred no 


oo Secretary of the Department of Health, Education, and Welfare by Reorganization Plan No. 1 of 
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Sec. 927. (a) Whenever a person is arrested, indicted, charged by information, or is 
charged in the juvenile court of the District of Columbia, for or with an offense and, 
rior to the imposition of sentence or prior to the expiration of any period of probation, 
it shall appear to the court from the court's own observations, or from prima facie 
evidence submitted to the court, that the accused is of unsound mind or is mentally 
incompetent so as to be unable to understand the proceedings against him or properly 
to assist in his own defense, the court may order the accused committed to the District of 
Columbia General Hospital or other mental / ospital designated by the court, for suc 
reasonable period as the court may determine for examination and observation by the 
psychiatric staff of said hospital. If, after such examination and observation, the 
superintendent of the hospital, in the case of a mental hospital, or the chief psychiatrist 
of the District of Columbia General Hospital, in the case of District of Columbia 
General Hospital, shall report that in his opinion the accused is of unsound mind or 
mentally incompetent, such report shall be sufficient to authorize the court to commit 
by order the accused to a hospital for the mentally ill unless the accused or the Govern- 
ment objects, in which event, the court, after hearing without a jury, shall make a 
judicial determination of the competency of the accused to stand trial. If the court 
shall find the accused to be then of unsound mind or mentally incompetent to stand 
trial, the court shall order the accused confined to a hospital for the mentally ill. 

(b) Whenever an accused person confined to a hospital for the mentally ill is restored 
to mental yen ‘grea in the opinion of the superintendent of said hospital, the super- 
intendent shall certify such fact to the clerk of the court in which the indictment, 
information, or charge against the accused is pending and such certification shall be 
sufficient to authorize the court to enter an order thereon adjudicating him to be com- 
petent to stand trial, unless the accused or the Government objects, in which event, the 
court, afier hearing without a jury, shall make a judicial determination of the com- 
pelency of the accused to stand trial. 

(c) When any person tried upon an indictment or information for an offense, or 
tried in the juvenile court of the District of Columbia for an offense, is acquitted solely 
on the ground that he was insane at the time of its commission, that fact shall be set 
forth by the jury in their verdict. 

(d) If any person tried upon an indictment or information for an offense, or tried 
in the juvenile court of the District of Columbia for an offense, is acquitted solely on 
the ground that he was insane at the time of its commission, the court shall order such 
person to be confined in a hospital for the mentally ill. 

(e) Where any person has been confined in a hospital for the mentally ill pursuant 
to subsection (d) of this section, and the superintendent of such hospital certifies 
(1) that such person has recovered his sanity, (2) that he will not in the reasonable 
future be dangerous to himself or others, and (3) in the opinion of the superintendent, 
the person is entitled to his unconditional release from the hospital, and such certifi- 
cate is filed with the clerk of the court in which the person was tried, and a copy 
thereof served on the United States Attorney or the Corporation Counsel of the Dis- 
trict of Columbia, whichever office prosecuted the accused, such certificate shall be 
sufficient to authorize the court to order the unconditional release of the person so 
confined from further hospitalization at the expiration of fifteen days from the time 
said certificate was filed and served as above; bul the court in ats discretion may, or 
upon objection of the United States or the District of Columbia shall, after due notice, 
hold a hearing at which evidence as to the mental condition of the person so confined 
may be submitted, including the testimony of one or more psychiatrists from said 
hospital. The court shall weight the evidence and, if the court finds that such person 
has recovered his sanity and will not in the reasonable future be dangerous to himself 
or others, the court shall order such person unconditionally released from further con- 
finement in said hospital. Jf the court does not so find, the court shall order such 
person returned to said hospital. Where, in the judgment of the superintendent of 
such hospital, a person confined under subsection (d) above ts not in such condition 
as to warrant his unconditional release, but is in a condition to be conditionally 
released under supervision, and such certificate is filed and served as above provided, 
such certificate shall be sufficient to authorize the court to order the release of such 
person under such conditions as the court shall see fit at the expiration of fifteen days 
from the time such certificate is filed and served pursuant to this section: Provided, 
That the provisions as to hearing prior to unconditional release shall also apply to 
conditional releases, and, if, after a hearing and weighing the evidence, the court shall 
find that the condition of such person warrants his conditional release, the court shall 
order his release under such conditions as the court shall see fit, or, if the covrt dors 
not so find, the court shali order such person returned to such hospital. 

(f) When an accused person shall be acquitted solely on the ground of insanily and 
ordered confined in a hospital for the mentally ill, such person and his estate shall be 
charged with the expense of his support in such hospital. 
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9) Nothing herein contained shall preclude @ person confined under the authority 
of this section from establishing his eligibility for release under the provisions of this 
section by a writ of habeas corpus. 

(h) The provisions of this section shall supersede in the District of Columbia the g 
provisions of any Federal statutcs or parts thereof inconsistent with this section, 


(31 Stat. 1340, cm. 854—D. C. Cope 24-302) 

[Any person becoming insane while undergoing a sentence of any court of the 
District of Columbia for crime may, in like manner, be committed to said hospital 
for the insane, by order of the Secretary of the Interior, to receive the same 
treatment as other patients during the continuance of his disorder.] 

Szc. 928, Any person while serving sentence of any court of the District of Columbia 
for crime, in a District of Columbia penal institution, and who, in the opinion of the 
Director of the Department of Corrections of the District of Columbia, is mentally ill, 
shall be referred by such Director to the psychiatrist functioning under section 405 o 
title IV of the Act approved Jine 29, 1953 (67 Stat. 105; sec. 24-106, Supp. ITI, J 
D. C. Code, 1951 edition), and if such psychiatrist certifies that the person is mentally 
ill, this shall be sufficient to authorize the Director to transfer such person to a hospital 
for the mentally ill io receive the same treatment as other patients during the continuance 


of his illness. 
(31 Srar. 1840, Ca. 854—D. C. Cope 24-303) 


[When any person confined in the hospital for the insane, charged with crime 
and subject to be tried therefor, shall be restored to sanity, the superintendent of 
the hospital shall give notice thereof to the justice holding the criminal court and 
deliver him to the court according to its proper precept.] 

Sec. 929. (a) When any person confined in a hospital for the mentally ill, 
charged with crime and subjeci to be tried therefor, shall be found competent to stand 
trial in the opinion of the superintendent of such hospital, the superintendent shall 
certify such fact to the clerk of the court in which the indictment, information, or 
charge is pending, in accordance with the procedure specified in section 927 of this 
Act, and deliver such person to the court according to its proper preccpt. 

(b) When any person conjined in a hospital for the mentally ill while serving 
sentence shall be restored to mental heaith within the opinion of the superintendent of 
the hospital, the superintenden! shall certify such fact to the Director of the Department 
of Corrections of the District of Columbia and such certification shall be sufficient to 
deliver such person to such Director according to his request. 


(29 Strat. 138, 31 Srat. 1358, 31 Srat. 1434—-D. C. Cops 14-308) 


That in the courts of the District of Columbia no physician or surgeon shall be 
permitted, without the consent of the person afilicted, or of his legal representa- 
tive, to disclose any information, confidential in its nature, which he shall have 
acquired in attending a patient in a professional capacity and which was neces- 
sary to enable him to act in that capacity, whether such information shall have th 
been obtained from the patient or from his family or from the person or persons 
in charge of him: Provided, That this section shall not apply to evidence in criminal 
cases where the accused is charged with causing the death of, or inflicting injuries 


[ at oe ee 


upon a human being, and the disclosure shall be required in the interests of public A 
justice: Provided further, That this section shall not apply to evidence relating to ] 
the mental competency or scnity of an accused in criminal trials where the accused Cit 
raises the defense of insanity, or in the pretrial or posttrial proceedings involving any pr 
criminal case where a question arises concerning the mental condition of an accused th 
or convicted person. de 
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1st Session 


84rH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 


No. 893 





TRANSFER OF LAND TO MILWAUKEE, WIS. 





JunzE 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. TeacueE of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6727] 


The Committee on Veterans’ Affairs, to which was referred the bill 
(H. R. 6727) to authorize the Administrator of Veterans’ Affairs to 
convey certain land to the city of Milwaukee, Wis., having considered 
the same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

On page 1, line 10, immediately following the word “land”, insert 
a comma and “without improvements,’’. 

On page 2, line 2, before the period, insert “but paid by the city”’. 

On page 2, line 6, before the period, insert “but at the expense of 
the city’. 

EXPLANATION OF THE BILL 


The bill authorizes and directs the Administrator of the Veterans’ 
Administration to convey to the city of Milwaukee, Wis., by quit- 
claim deed a tract of land containing approximately 4 acres which is 
presently under lease to the city of Milwaukee. It is provided that 
the city shall pay one-half of the market value of the tract of land as 
determined by an independent appraiser selected by the city and the 
Veterans’ Administration. The exact legal description of the land 
to be conveyed shall be determined by survey made under the super- 
vision of the Veterans’ Administration. 

The history of this particular question dates back to 1867 when the 
now Veterans’ Administration center at Wood, Wis., was established 
as a National Home for Disabled Volunteer Soldiers. A total of 
389.22 acres of land was acquired for that purpose. On July 21, 1930, 
Executive Order 5398, among other things, transferred this installa- 
tion to the jurisdiction of the Veterans’ Administration. There are 
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presently operated at the center 1,275 hospital beds and 1,640 domi- 
ciliary beds. Since 1932 the Veterans’ Administration has leased a 
tract of approximately 4 acres to the city of Milwaukee based on a 
consideration of $1 a year. The city had constructed a 12 million : 
capacity booster station with necessary equipment thereon. The | 
act of September 1, 1949, directed the Administrator to convey to 
Milwaukee County for civic and recreational purposes a total of 101.5 
acres of land situated within the boundaries of the Veterans’ Ad- | 
ministration center at Wood, Wis. The land was sold to Milwaukee 
County for $35,000 and this conveyance resulted in separation of the 
leased 4-acre tract from the balance of the Veterans’ Administration | 
reservation. : 
The bill has been amended in accordance with suggestions contained 
in the Veterans’ Administration report on the measure. The passage | 
of the bill would not interfere with the present or prospective operation 
of the Veterans’ Administration hospital at Wood, Wis. No objection 





therefor is interposed by the Veterans’ Administration to the favorable 
consideration of this bill nor would any additional expenditure of 
Government funds be required as the result of its passage. { 


The report of the Veterans’ Administration follows: 
June 21, 1955. 





Hon. Ourn E. Tracus, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Tracue: This is in reply to your request of June 9, 1955, for a 
report by the Veterans’ Administration relative to H. R. 6727, 84th Congress, 
a bill to authorize the Administrator of Veterans’ Affairs to convey certain land 
to the city of Milwaukee, Wis. 

The bill proposes to authorize and direct the Administrator of Veterans’ Affairs 
to convey to the city of Milwaukee, Wis., by quitclaim deed, a parcel of land 
containing approximately 4 acres, which is presently under lease to the city of 
Milwaukee, for the Milwaukee water works Menominee Valley booster station. 
The bill provides that the city shall pay one-half of the market value of the parcel 
of land, as determined by an independent appraiser selected by the city and the 
Veterans’ Administration, and that the exact legal description of the land to be 
conveyed shall be determined by a survey to be made under the supervision of the 
Veterans’ Administration. 

The Veterans’ Administration center, Wood, Wis., was established in 1867 as a 
National Home for Disabled Volunteer Soldiers, for which 389.22 acres of land 
were acquired. Pursuant to Executive Order 5398, dated July 21, 1930, which 
consolidated the National Home for Disabled Volunteer Soldiers and other 
agencies into the Veterans’ Administration, the installation at Wood was trans- 
ferred to the Veterans’ Administration. It is presently operated as a Veterans, 
Administration center consisting of 1,275 hospital beds and 1,640 domiciliary beds. 

Since May 1932, the Veterans’ Administration has leased a tract of approxi- 
mately 4 acres of land located in the northeasterly corner of the reservation to the 
city of Milwaukee, Wis., based on a consideration of $1 per year. The city con- 
structed a 12 million gallon capacity booster station, with necessary pumping 
machinery and equipment, on that tract of land. 

The act of September 1, 1949 (63 Stat. 683), in part, directed the Administrator 
of Veterans’ Affairs to convey, by quitclaim deed, to Milwaukee County, Wis., for 
use for civic and recreational purposes, 2 parcels of land containing approximately 
101.5 acres, which were situated within the boundaries of the Veterans’ Administra- 
tion center, Wood, Wis. Pursuant thereto, the Veterans’ Administration sold the 
mentioned 2 parcels of land to Milwaukee County for $35,000. This conveyance 
resulted in a separation of the leased 4-acre tract from the balance of the Veterans’ 
Administration reservation. 

As previously noted, the bill provides that the city of Milwaukee shall pay 
“one-half of the market value of the said [4-acre! parcel of land,” as determined by 
an independent appraiser selected by the city and the Veterans’ Administration. 
Presumably, it is intended that the city shall pay one-half of the market value of 
the land, without improvements, although the language of the bill in this regard is 
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ambiguous. For your convenience, there is enclosed a draft amendment which 
would clarify this intent. Further, it is noted that the proposal is silent as to 
whether it is intended that the city or the Veterans’ Administration pay for the 
appraisal of the land, as well as the survey required by section 2. It is our view 
that the city should be required to essume these expenses. The enclosed draft of 
amendments would also accomplish this suggestion. 

The Veterans’ Administration is not informed of the factors considered in 
roviding that the city shall pay one-half the market value of the land proposed 
or conveyance. However, it is felt that the question of what consideration 
should be received for Federal real property when conveyed to States or local 
governments pursuant to this type of legislation, is a matter of broad national 
policy, concerning which the Veterans’ Administration offers no comment. Since 
the General Services Administration is the agency primarily concerned with the 
disposal of Federal real property, your committee may desire to obtain the 
views of the Administrator of General Services in this regard. 
be It is believed that, subject to the foregoing suggestions, the transfer of the 
land in question to the city of Milwaukee, Wis., under the terms and conditions 
set forth in the bill, would not interfere with the present or prospective operation 
of the Veterans’ Administration hospital at Wood, Wis. Accordingly, the 
Veterans’ Administration would interpose no objection to the favorable con- 
sideration of H. R. 6727, if amended in the manner suggested. 

The Veterans’ Administration has not had sufficient time to ascertain from 
the Bureau of the Budget the relationship of this proposal to the program of the 
President. 

Sincerely yours, 
H. V. Hictey, Administrator. 

Enclosure. 


Succrestep AMENDMENTs TO H. R. 6727, 84TH CoNGREsS 


Immediately following the word “land” in line 10, page 1, insert a comma and 
“without improvements,”’. 
Immediately before the period in line 2, page 2, insert ‘‘but paid by the city”. 
0 ead before the period in line 6, page 2, insert “but at the expense of 
the city”. 
O 
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1st Session No. 894 





TRANSFER OF LAND TO CITY OF CLARKSBURG, W. VA. 





Junz 22, 1955.—-Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Teacue of Texas, from the Committee on Veterans’ Affairs, sub- 
mitted the following 


REPORT 
(To accompany H. R. 6796] 


The Committee on Veterans’ Affairs, to which was referred the bill 
(H. R. 6796) to provide for the conveyance to the city of Clarksburg, 
W. Va., of certain property which was donated for use in connection 
with a veterans’ hospital, and which is not being so used, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill authorizes and directs the Administrator of Veterans’ 
Affairs to convey to the city of Clarksburg, W. Va., without monetary 
consideration, all right, title, and interest to a tract of land of approx- 
imately 41 acres in size which is situated on a portion of the reserva- 
tion of the Veterans’ Administration hospital in that city, and which 
is currently leased to the city. 

The exact legal description of the land is to be determined by the 
Administrator, and section 2 of the bill requires that the deed of 
conveyance shall provide that the land be used for park and recrea- 
tional purposes only and in a manner which, in the judgment of the 
Administrator, is consistent with the care and treatment of patients 
in the Veterans’ Administration Hospital. If either of these condi- 
tions is violated, the title of the land shall revert to the United States. 

Pursuant to the act of July 30, 1947, the Veterans’ Administration 
acquired sh iaguaaaryae 93 acres of land in Clarksburg for a proposed 
hospital. The cost was approximately $62,500, half of which was 
paid by the United States and the remainder by the citizens of the 
city of Clarksburg. A hospital was subsequently erected on the land 
and is presently operating 184 beds. 
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The above-cited act also directed the Administrator to lease to the 
city of Clarksburg for a nominal consideration such portion of the land 
as was not needed for the purposes of the hospital, and upon condition 
that it would be maintained by the city as a public park. This action 
was taken under date of June 1, 1948, with the provision that the lease 
could be canceled upon 90 days’ notice. Recently the city requested 
that the lease be amended to delete the 90-day notice clause and to 
grant the city a lease for a term of years. The Veterans’ Administra- 
tion does not have authority to grant the type of lease requested and 
it is for that reason that this legislation is necessary. 

This measure which was originally introduced in the form of H. R. 
6369 has now been reintroduced to conform to the suggestions made 
by the Administrator of Veterans’ Affairs in his report on the proposal. 

The Veterans’ Administration interposes no objection to the transfer 
of this land and believes that its use for the purposes set forth above 
would not interfere with the present or prospective operation of the 
Veterans’.Administration hospital. 

No additional appropriation of Government funds would be made 
necessary by the enactment of this proposal. 

The report of the Veterans’ Administration on the original bill, 
H. R. 6369, foilows: 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington, D. C., June 18, 1956. 
Hon. Ourn E. Teacue, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Teacue: This is in repiy to the request for a report by the Veterans’ 
Administration relative to H. R. 6369, 84th Congress, a bill to provide for the 
conveyance to the city of Clarksburg, W. Va., of certain ——— which was 
mea for use in connection with a veterans’ hospital, and which is not being 
so used. 

The bill proposes to authorize and direct the Administrator of Veterans’ Affairs 
to convey to the city of Clarksburg, W. Va., without monetary consideration, 
all right, title, and interest of the United States in and to a tract of approximately 
48 acres of land situated in the westerly portion of the reservation of the Veterans’ 
Administration hospital, Clarksburg, W. Va. The bill provides that the exact 
legal description of the land to be conveyed shall be determined by the Ad- 
ministrator of Veterans’ Affairs. Section 2 states that the deed of conveyance 
shall provide that (1) the land shall be used for park and recreational purposes 
only; (2) if the land is used in any manner that, in the judgment of the Adminis- 
trator or his designate, interferes with the care and treatment of patients in the 
Veterans’ Administration hospital located on contiguous land, such interference 
shall cease immediately upon notice thereof to the city by the Administrator or 
his designate; and (3) if either (1) or (2) is violated, title to the land shall revert 
to the United States. 

Pursuant to authority contained in the act of July 30, 1947 (61 Stat. 677), the 
Veterans’ Administration acquired a tract of approximately 93 acres of land at 
Clarksburg, W. Va., known as the Maxwell estate, as a site for a proposed Veterans’ 
Administration hospital. The land was acquired at a cost of $62,500, half of 
which was paid by the United States and half by the citizens of epreyrom § 
The Veterans’ Administration subsequently constructed a hospital on the land, 
which it is presently operating as a 184-bed hospital with a preponderance of 
general medical and surgical patients. , 

The act of July 30, 1947, supra, also directed the Administrator of Veterans 
Affairs, among other things, to lease to the city of Clarksburg, W. Va., at a nom- 
inal consideration, so much of the westerly portion of the land to be acquired as 
was not then needed for the purposes of the hospital, upon condition that it be 
maintained by the city as a public park until such time as it might be needed for the 
any sti of the hospital, and upon such further terms and conditions as might 

agreed upon by the Administrator of Veterans’ Affairs and the fg Pursuant 
thereto, the Veterans’ Administration, under date of June 1, 1948, leased to the 
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city of Clarksburg approximately 41 acres of land, for park purposes. The lease 
provided for cancellation by the Government upon 90 days’ notice. 

Recently, the city requested that the lease be amended to delete the 90-day 
notice provision and to grant-to the city a lease for aterm of years. The request 
contemplated a term of years sufficient to allow for full depreciation of improve- 
ments planned for the area. By letter dated June 7, 1955, Mr. Stuart Waters, 
Clarksburg Recreation Commission, was advised that the Veterans’ Administration 
wes without authority to grant the type of lease requested. 

It is noted that the bill proposes to direct the conveyance of a tract of 48 acres 
of land, more or less, whereas the tract which the Veterans’ Administration 
leased to the city was stated to contain epproximately 41 acres. Since both 
tracts are described as being situated in the westerly portion of the reservation 
and since the city has indicated a d*sire to secure a long-term lease of the tract 
presently subject to a revocable lease, it is assumed that H. R. 6369 is concerned 
with the leased tract of land. For your convenience, however, there is enclosed 
a draft amendment which would confirm this assumption. 

As previously noted, section 2 of H. R. 6369, if enacted, would require that the 
deed of conveyance provide for reversion of the land under stated conditions. 
Presumably, it is intended that if there is a reversion, the United States would 
not be required, pursuant to the provisions of the act of July 30, 1947, cited 
above, to again lease the land to the city. The enclosed draft of amendments 
would also clarify this intent. 

It is believed that the transfer of the land in question to the city of Clarks- 
burg, W. Va., under the terms and conditions set forth in the bill, and its use for 
park and recreational purposes would not interfere with the present or prospective 
operation of the Veterans’ Administration hospital located on a contiguous tract 
of land. Accordingly, and since the land was, in effect, donated by the city, the 
Veterans’ Administration would interpose no objection to the favorable considera- 
tion of H. R. 6369. if amended in the manner suggested. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
H. V. Hieiey, Administrator. 


Succestep AMENDMENTs To H. R. 6369, 84rH ConGrEss 


Delete the language “forty-eight acres of land, more or less” in lines 7 and 8, 
page 1, of the bill, and insert in lieu thereof: “land currently leased to the city 
of Clarksburg’’. 

Add section 3 reading as follows: 

“Sec. 3. Clause ‘(2)’ of the Act of July 30, 1947 (61 Stat. 677), is hereby re- 
pealed, and clauses ‘(3)’ and ‘(4)’ of that Act are renumbered ‘(2)’ and ‘(3)’, 
respectively. 

RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes are 
proposed is shown in roman): 


Act or Juty 30, 1947 (61 Star. 6771) 


An Act To authorize the Veterans’ Administration to acquire certain land as a site for the proposed Veterans’ 
Administration facility at Clarksburg, West Virginia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Administrator of Veterans’ Affairs is 
authorized and directed (1) to acquire as a site for the proposed Veterans’ Ad- 
ministration facility at Clarksburg, West Virginia, the tract of land in Harrison 
County, West Virginia, situated between the West Fork River and the line of the 
Clarksburg and Western Electric Railway and known as the Maxwell estate; 
{(2) to lease to the city of Clarksburg, West Virginia, at a nominal consideration, 
so much of the westerly portion of such tract as is not presently needed for the 
purposes of such facility, upon condition that such portion be maintained by the 
city of Clarksburg as a public park until such time as it may be needed for the 
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purposes of such facility, and upon such further terms and conditions as may be 

agreed upon by the Administrator and such city;] [[(3)] (2) to grant to the State 

of West Virginia a right-of-way across such tract of land for a public highway | 
connecting United States Highway Numbered 19 with the highway known as the 
Clarksburg-Mount Clare Road; and [[(4)] (3) to enter into an agreement with 

the State Road Commission of the State of West Virginia to bear not to exceed 

35 per centum of the costs of construction of such public highway and any neces- 

sary bridges thereon. 

Approved July 30, 1947. 


O 
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1st Session No. 895 





FEES FOR ATTORNEYS IN SUITS INVOLVING WAIVERS OF 
PREMIUMS 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. TracuE of Texas, from the Committee on Veterans’ Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 6832] 


The Committee on Veterans’ Affairs, to whom was referred the bill 
(H. R. 6832) to provide for payment of a reasonable attorney’s fee by 
the insured in a suit brought by him or on his behalf during his life- 
time for waiver of premiums on account of total disability, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill amends section 500 of the World War Veterans’ Act of 1924, 
as amended, to provide that in any suit brought by an insured during 
his lifetime for waiver of premiums on account of total disability, the 
court as a part of its judgment or decree shall determine and allow a 
reasonable fee to be paid by the insured to his attorney. 

The present law bars the payment of any fee in excess of 10 percent 
of the amount recovered and provides that this amount shall be paid 
by the Veterans’ Administration out of the payments to be made under 
the judgment or decree at a rate not exceeding one-tenth of each such 
payment until paid. For example, an insured bringing a successful 
suit and receiving benefits at the rate of $50 a month would have $5 
oe from such payments each month that the payments con- 
tinued. 

Legislation to provide for a lump-sum payment of attorney fees in 
this type of suit was introduced in this Congress as H. R. 1622, and 
considered by the Subcommittee on Insurance. The subcommittee, 
after considering the matter, rejected that bill with the recommenda- 
tion that the present bill, H. R. 6832, be approved. ‘The former bill 
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would have provided for the payment by the Government of a lump 
sum direct to counsel, where the plaintiff was successful but did not 
specify whether such payment should be made from appropriations of 
the Department of Justice, or national service life insurance appropria- 
tion or the national service life insurance fund. Payment from any of 
such sources would be objectionable. 

The Veterans’ Administration representative, in testifying on this 
measure before the subcommittee, conceded “the difficulty in securing 
the services of an attorney to bring suit in this type of case.” The 
representative also indicated that the Veterans’ Administration “would 
not object to the enactment of legislation to authorize the court to 
allow a reasonable attorney’s fee to be paid by the plaintiff, whether 
successful or not, if suit is brought during his lifetime.” 

There would be no additional cost for attorneys’ fees to the Govern- 


“ment by the enactment of this legislation and the report of the Vet- 


erans’ Administration on the predecessor bill, H. R. 1622, follows: 


VeTeRANS’ ADMINISTRATION, 
OrFice OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., February 8, 19565. 
Hon. Outn E. Tracug, ' 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Teacue: Reference is made to your letter of January 14, 1955, 
requesting a report by the Veterans’ Administration on H. R. 1622, 84th Congress, 
a bill to provide for the payment in a lump sum direct to counsel of a reasonable 
attornev’s fee in a suit brought by or on behalf of an insured during his lifetime for 
waiver of premiums on account of total disability. 

The purpose of the bill is to amend section 617 of the National Service Life 


_ Insurance Act of 1940, as amended, to provide for the payment in a lump sum 


direct to counsel of a reasonable attorney’s fee in a suit brought by or in behalf of 
an insured during his lifetime for waiver of premiums on account of total dis- 
ability, such fee to be determined by the court and to be paid by the insured in an 
unsuccessful action and paid by the Government where the judgment is entered 
in the insured’s behalf. 

H. R. 1622 is identical with H. R. 6929, 83d Congress, on which a report was 
furnished to your committee by the Veterans’ Administration on June 4, 1954 
(Committee Print No 264), a copy of which is enclosed. The report on H. R. 6929 
is equally applicable to the present bill. 

Advice has been received from the Bureau of the Budget that there would be ne 
objection to the submission of this report to your committee. 

Sincerely yours, 
Joun 8S. Patrerson, 
For H. V. Hiciey, 
Administrator. 


[No. 264] 
ComMITTEE ON VETERANS’ Arrairs, House or REPRESENTATIVES 


VETERANS’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS’ AFFAIRS, 
Washington 25, D. C., June 4, 1954: 
Hon. Evrrna Nourse RoGers 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mrs. Rocers: This is in reply to your request for a report on H. R. 6929, 
83d Congress, a bill to provide for the payment in a lump sum direct to counsel of 
a reasonable attorney’s fee in a suit brought by or on behalf of an insured during 
his lifetime for waiver of premiums on account of total disability. 

The purpose of the bill is to amend section 617 of the National Service Life 
Insurance Act of 1940, as amended, to provide for the payment in a lump sum 
direct to counsel of a reasonable attorney’s fee in a suit brought by or in behalf of 
an insured during his lifetime for waiver of premiums on account of total disability, 
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such fee to be determined by the court and to be paid by the insured in an unsue- 
cessful action and paid by the Government where the judgment is entered in the 
insured’s behalf. 

cr 617 of the National Service Life Insurance Act of 1940, as amended, 

ovides: 

“In the event of disagreement as to any claim arising under this Act, suit may be 
brought in the same manner and subject to the same conditions and limitations as 
are applicable to the United States Government life (converted) insurance under 
the tp of sections 19 and 500 of the World War Veterans’ Act, 1924, as 
amended. 

Section 500 of the World War Veterans’ Act, 1924, as amended, provides: 

r “Exeept in the event of legal proceedings under section 19 of Title I of this Act, 
no claim agent or attorney except the recognized representatives of the American 
Red Cross, the American Legion, the Disabled American Veterans, and Veterans 
of Foreign Wars, and such other organizations as shall be approved by the director 
shall be recognized in the presentation or adjudication of claims under Titles IY, 
III, and IV of this Act, and payment to any attorney or agent for such assistance 
as may be required in the preparation and execution of the necessary papers in 
any application to the bureau shall not exceed $10 in any one case: Provided, 
however, That wherever a judgment or decree shall be rendered in an action brought 
pursuant to section 19 of Title I of this Act the court, as a part of its judgment or 
decree, shall determine and allow reasonable fees for the attorneys of the successful 
party or parties and apportion same if proper, said fees, not to exceed 10 per 
centum of the amount recovered and to be paid by the bureau out of the payments 
to be made under the judgment or decree at a rate not exceeding one-tenth of 
each of such payments until paid. Any person who shall, directly or indirectly, 
solicit, contract for, charge, or receive, or who shall attempt to solicit, contract 
for, charge, or receive any fee or compensation, except as herein provided, shall 
be guilty of a misdemeanor, and for each and every offense shall be punishable 
by a fine of not more than $500 or by imprisonment at hard labor for not more than 
two years, or by both such fine and imprisonment.” 

It will be noted that section 500 limits the fee that may be allowed by the court 
to an amount not to exceed 10 percent of the amount recovered and to be paid by 
the Veterans’ Administration out of the payments to be made under the judgment 
or decree at a rate not exceeding one-tenth of each such payment until paid. 

In a suit by the insured based on denial of a claim for waiver of premiums on 
account of total disability, the judgment could not provide for payment of any 
monetary amount to a successful claimant except the amount of premiums paid 
subsequent to the commencement of total disability, which, in most instances, 
would be inadequate to provide a reasonable attorney’s fee under the limitations 
contained in section 500 above noted. The limitations in section 500 make it 
impractical for an insured, unless acting as his own lawyer, to bring a suit to 
ae court determination of his claim for waiver of premiums on account of total 

isability. 

The United States is a sovereign and cannot be sued without its consent and, 
when such consent is given, the United States generally is not liable for costs 
unless specifically so provided by statute. It would be a departure from long- 
established policy to provide as proposed by the bill that the Government be 
required to pay attorneys’ fees of a successful plaintiff. Such proposal, if enacted, 
could be cited as a precedent for requiring the Government to pay attorneys’ fees 
to all successful plaintiffs in suits brought under section 617 of the National 
Service Life Insurance Act of 1940, as amended, and perhaps under other unrelated 
consent statutes. 

With no limitation on the amount of the fee, this bill, if enacted, could be very 
expensive. The bill does not provide any appropriation from which attorneys’ 
fees would be payable, and it is not clear whether it is intended that fees should be 
payable from the appropriations for the Department of Justice, the national 
service life insurance appropriation, or the national service life insurance fund. 
It would seem unjust and of questionable validity to burden the national service 
life insurance fund with such liability. 

The Veterans’ Administration concedes that the difficulty in securing services 
of an attorney to bring suit in the event of disagreement as to claim for waiver of 
premiums on account of total disability while the veteran is alive presents a prob- 
lem and, if deemed desirable, would not object to the enactment of legislation 
amending section 500 to authorize the court to allow a reasonable attorney’s fee 
to be paid by the plaintiff (whether successful or not in the court) in suits brought 
during his lifetime for waiver of premiums on account of total disability. How- 
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ot, this could prevent, in some instances, appeals to the Board of Veterans’ 
Pp 


e Veterans’ Administration recommends unfavorable consideration of the 
bill in its present form. 
Advice has been received from the Bureau of the Budget that there would be 
no objection by that Office to the submission of this report to your committee, 
Sincerely yours, 
H. V. Hiaizy, Administrator. 


RAMSEYER RULE 


In accordance with clause 3 of rule XIII of the Rules of the House 
of Representatives, the changes made in existing law by the bill are 
shown as follows (existing law proposed to be omitted is in black 
brackets; new matter is in italics; existing law in which no changes 
are proposed is shown in roman): 


Section 500. Wortp War Veterans Act or 1924, as AMENDED 


Sec. 500. Except in the event of legal proceedings under section 19 of Title I 
of this Act, no claim agent or attorney except the recognized representatives of 
the American Red Cross, the American ion, the Disabled American Veterans 
and Veterans of Foreign Wars, and such other organizations as shall be approved 
by the Administrator of Veterans’ Affairs shall be recognized in the presentation 
or adjudication of claims under Titles II, III, and IV of this Act, and payment 
to any attorney or agent for such assistance as may be required in the preparation 
and execution of the necessary papers in any application to the Veterans’ Admin- 
istration shall not exceed $10 in any one case: Provided, however, That wherever 
a dey nee or decree shall be rendered in an action brought pursuant to section 
19 of Title I of this Act the court, as a part of its judgment or decree, shall deter- 
mine and allow reasonable fees for the attorneys of the successful party or parties 
and apportion same if proper, said fees not to exceed 10 per centum of the amount 
recovered and to be paid by the Veterans’ Administration out of the payments to 
be made under the judgment or decree at a rate not exceeding one-tenth of each 
of such payments until paid[[.]; except that in a suit brought by or on behalf of an 
insured during his lifetime, for waiver of premiums on account of total disability, 
the court, as part of its judgment or decree, shall determine and allow a reasonable fee 
to be paid by the insured to his attorney. Any person who shall, directly or in- 
directly, solicit, contract for, charge, or receive, or who shall attempt to solicit, 
contract for, charge, or receive any fee or compensation, except as herein provided, 
shall be guilty of a misdemeanor, and for each and every offense shall be punish- 
able by a fine of not more than $500 or by imprisonment at hard labor for not 
more than 2 years, or by both such fine and imprisonment. 
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841TH CoNGREss } HOUSE OF REPRESENTATIVES { Report 


1st Session No. 896 





AMENDING THE ACT ENTITLED “AN ACT TO REGULATE 
THE PRACTICE OF VETERINARY MEDICINE IN THE 
DISTRICT OF COLUMBIA” 





June 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. McMiuttan, from the Committee on the District of Columbia, 
submitted the following 


REPORT 
[To accompany H. R. 5853] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 5853) to amend the act entitled “An act to regulate 
the practice of veterinary medicine in the District of Columbia,” 
approved February 1, 1907, having considered the same, report 
favorably thereon without amendment and recommend that the bill, 
H. R. 5853, do pass. 

The need for this legislation is explained in part by a portion of a 
letter from the President of the Board of Commissioners, under date 
of March 31, 1955, to the Speaker of the House of Representatives. 


The bill amends sections 1 and 3 of the act of Februarv 1, 1907 (title 2, ch. 8, 
D. C. Code, 1951 edition), so as to accomplish the following: 

1. Remove the present requirement that each member of the board of examiners 
in veterinary medicine be a “bona fide resident of said District for 3 years last past 
before appointment.” 

2. Increase the course of study required of licensees to four 9-month college 
sessions, in place of the present requirement of two 6-month college sessions. 

3. Delete the provisions in existing law relative to the licensing of graduates 
of 2-year colleges who have had 5 years’ practice. 

4. Provide for holding examinations at least once a year, in lieu of the present 
pocuirement that examinations be held in January, April, July, and October of 
each year. 

The first of the above changes is considered necessary in order to provide a 
larger number of veterinarians from whom the board of examiners may be 
spent. Several qualified veterinarians, who presently live in the Maryland 
or Virginia suburbs of Washington, practice in the District of Columbia. Existirg 
law, however, precludes the appointment of such veterinarians to the board of 
examiners, 

The second change, relative to the increase in the length of the required course 
of study, is in accord with the present practice in the various schools of Mearns | 
medicine. The Commissioners have been informed that no colleges now furnis 
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such training on a 2-year basis, but that the minimum course is 4 years, while 
some colleges require a 5-year course of study. Accordingly, the Commissioners 
believe that the increa educational requirement for this type of professional 
training should be recognized by amending the act of February 1, 1907, so as to 
require licensees to have “apr gees at least a 4-year course of study. 

Further, the proposed bill provides that applicants for examination shall 
have completed the required amount of study of veterinary medicine at a college 
which has a curriculum equivalent to that required by the American Veterinary 
Medical Association’s Council on. Education for schools. approved by the associa- 
tion. This requirement is considered necessary in order to cope with the antici- 

ted applications of a number of graduates of a veterinary college in the United 

tates which, during its operation, was not approved by the American Veterinary 
Medical Association. These graduates, it is understood, have been or are attend- 
ing a foreign university, and, upon the completion of its course '(understood to be 
a 2-year course), might contend they have completed a 4-year course of veterinary 
medical training. A number of the State boards of examiners in veterinary 
medicine presently require graduation from a veterinary college approved. by 
the American Veterinary Medical Association. The District of Columbia which 
does not now have such a requirement, may therefore reasonably expect to 
receive application from the graduates of veterinary medical colleges not meeting 
the standards established by the American Veterinary Medical Association, unless 
this' requirement is written into the applicable statute. 

The third of the above-listed changes, deleting the provision for the licensing 
of 2-year college graduates with 5 years’ experience in veterinary medicine, is 
rendered necessary by the proposed increase in educational requirements. 

Finally the bill provides for holding an examination at least once a year. It 
may be seen from the number of persons making application in each year that the 
scheduling of four examinations each year is not feasible. Accordingly, the 
Commissioners consider it desirable that the present statutory requirement that 
examinations be held in January, April, July, and October of each year be deleted 
from the existing law and that in lieu thereof the board be authorized to conduct 
an examination at least once a year. Such a provision would conform to similar 
\ Aoaciogg in the veterinary practice acts of 21 States, including Maryland and 

irginia. 
CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law made by the bill, 
as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman); 


34 Stat. 870 


That there be, and is hereby, created a board of examiners in veterinary medi- 
cine, to be appointed by the Commissioners of the District of Columbia, which 
shall consist of five reputable practitioners of veterinary medicine, who shall have 

raduated from some college authorized by law to confer degrees, each of whom 
Fshall have been a bona fide resident of said District for three years last past 
before appointment, and each, during said period,] shall have been actively 
engaged in the practice of his profession in safd District for a period of three years 
tmmediately prior to such appointment. 

Sec. 2. That from and after the passage of this Act all persons desiring to 
practice veterinary medicine or any branch thereof in the District of Columbia, 
or who shall desire to hold themselves out to the public as practicing veterinary 
medicine or any branch thereof in the District of Columbia, shall make application 
to said board of examiners in veterinary medicine for a license so to do. Applica- 
tion for this purpose shall be upon a form furnished by said board, and shall be 
accompanied by satisfactory evidence of good moral character, and by a diploma 
from [some veterinary college authorized by law to confer the same, which 
college shall require at least two sessions of study of veterinary medicine of not 
less than six months each prior to the issue of such diploma, and graduates of 
two-year colleges shall accompany their diplomas by satisfactory evidence that 
they have practiced veterinary medicine for five years last past subsequent to 
the issue of such diplomas,] a veterinary college having a curriculum equivalent to 
that required by the American Veterinary Medical Association Council on Education 
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for approved schools and authorized by law to confer said diploma, which college shall 
require at least four sessions of study ‘of veterinary medicine of not less than nine 
months each prior to the issue of such diploma, sa | by a fee of ten dollars, except 
as herein otherwise directed, and from the fund thus created, the board shall pay 
such necessary expenses as it may incur. Such expenses shall not exceed in any 
one fiscal year the amount of fees collected during that period, but if any balance 
remain after paying all such expenses the Commissioners of said District shall 
authorize the payment therefrom to the members of said board for their services 
of such amounts as said Commissioners deem proper. Said board shall, by means 
of examinations, ascertain the professional qualifications of all applicants for 
license to practice veterinary medicine in said District, and shall issue such licenses 
to all who are found by such examinations to be, in the judgment of said board, 
competent to so practice; and no such license shall be issued to any person who 
has not so demonstrated his competence, except as hereinafter otherwise provided. 
Such examinations shall be held [in January, April, July, and October of each 
year, ] at least once a year and shall include all such subjects as are ordinarily 
included in the curricula of veterinary colleges in good standing, but examinations 
may be held at such other times and include such other subjects as said board 
shall authorize and direct. Said board shall number consecutively all applications 
received, note upon each the disposition made of it, and preserve the same for 
reference, and shall number consecutively all licenses issued. 
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84TH CoNnGREss } HOUSE OF REPRESENTATIVES { Report 


No. 897 





EXPRESSING THE SENSE OF CONGRESS ON THE MAINTENANCE 
OF TRADITIONAL UNITED STATES POLICY IN OPPOSITION TO 
COLONIALISM AND COMMUNIST IMPERIALISM 





Junz 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Ricwarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 
(To accompany H. Con. Res. 149] 


The Committee on Foreign Affairs, to whom was referred the resolu- 
tion (H. Con. Res. 149) expressing the sense of the Congress that the 
United States in its international relations should maintain its tradi- 
tional policy in ae to colonialism and Communist imperialism, 
having considered the same, report favorably and unanimously thereon 
without amendment and recommend that the resolution do pass. 

The measure was introduced on May 31, 1955, by Hon. John W. 
McCormack and was referred to the committee that same day. On 
June 1 and on June 6, identical resolutions, House Concurrent Reso- 
lution 150 and House Concurrent Resolution 153 were introduced by 
Hon. James G. Fulton and Hon. Adam Clayton Powell, Jr., respec- 
tively. The committee considered House Concurrent Resolution 
149 on June 21, 1955, and unanimously ordered it reported. 

The language of the resolution, supporting the efforts of peoples 
“to assume an equal station among the free nations of the world” 
can be compared with the language of our Declaration of Independ- 
ence “to assume among the powers of the earth, the separate and 
— station to which the laws of nature and nature’s God entitle 

em.” 

It is especially fitting that this resolution be adopted at a time 
when the 10th anniversary of the founding of the United Nations is 
being celebrated in San Francisco. The perpetuation of the principles 
of the Declaration of Independence and the principles which the 
American people have traditionally followed since the birth of our 
Nation were announced in clear terms by President Eisenhower in 
his address on June 20 in San Francisco: 


The charter assumes: 

That every people has the inherent right to the kind of government under 
which it chooses to live and the right to select in full freedom the individuals 
who conduct that government. 

55009 
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Hence the charter declares: 

That on every nation in possession of foreign territories, there rests the 
responsibility to assist the peoples of those areas in the progressive development 
of free — institutions so that ultimately they can validly choose for them- 
selves their permanent political status. 

Our long history as a republic manifests a self-imposed compulsion to practice 
the same principles. 


There follows the report of the Department of State to the chairman 
of the committee, Hon. James P. Richards, on this resolution: 


DEPARTMENT OF STATE, 
Washington, June 20, 1956. 
Hon. James P. Ricnarps, 
Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Dear Mr. Ricwarps: Reference is made to your request of June 18, 1955, in 
your conversation with the Secretary, for the Department’s comments on House 
Concurrent Resolution 149, expressing the sense of the Congress concerning 
colonialism in all its forms. 

In general, an expression of views by the Congress along the lines of those 
contained in the proposed concurrent resolution would reaffirm a policy which 
this Government has long followed. The United States is administering its foreign 
policies and programs and exercising its influence in the United Nations and other 
international organizations in accordance with the principles set out therein. 

The United States views were reflected in the Pacific Charter wherein we joined 
with the other parties to the Southeast Asia Collective Defense Treaty in pro- 
claiming that we would “earnestly strive by every peaceful means to promote 
self-government and to secure the independence of all countries whose peoples 
desire it and are able to undertake its responsibilities.” The proclamation also 
stated that the signatories were ‘‘prep to continue taking effective practical 
measures to insure conditions favorable to the orderly achievement of the fore- 
going purposes in accordance with their constitutional procedures.”’ It is clear 
that this carefully framed statement took into account the warning of the Secre- 
tary when he pointed out that “international communism uses ‘nationalism’ as a 
slogan for gaining control and then imposes its own brutal form of imperialism 
which ‘is the negation of nationalism.” 

As Members of the Congress are, of course, aware, the question of timing in 
the transition from colonialism to self-government or independence is of the 
utmost importance and delicacy. At a time when international communism is 
trying to take over all weak governments, we have to be sure that the transition 
from colonialism to full self-government or independence takes place under such 
circumstances that truly free institutions will be maintained. It is, moreover, 
clear that Communist colonialism represents a far greater threat to individual 
and group rights and liberties than traditional colonialism. Also, while Com- 
munist colonialism has been ressive and has expanded the area under its 
control, in the brief period since World War II many former colonial areas of the 
traditional type have attained self-government or independence, and in other 
areas the orderly transition to self-government or independence is well advanced. 

In view of the shortness of time in getting this report to you, this letter has 
not been cleared with the Bureau of the Budget. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary. 


While it is true that the executive branch of our Government has 
followed the policy expressed in the resolution, it is highly proper for 
the Congress to proclaim the truths and principles which the resolu- 
tion contains. Just as the Holy Scriptures are read and reread and 
the eternal truths which they expound are constantly proclaimed, so 
it is essential for a united America to proclaim to the world the 
fundamental principles upon which our Government, Nation, and 
people rest. 

his is a traditionally American resolution and deserves the full 
support of the House. 
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84TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 


1st Session No. 898 





CONSIDERATION OF H. R. 6795 





June 22, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Devaney, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 283) 


The Committee on Rules, having had under consideration House 
Resolution 283, report the same to the House with the recommendation 
that the resolution do pass. 
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847TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 899 





AUTHORIZING THE SECRETARY OF COMMERCE TO SELL CERTAIN 
VESSELS TO CITIZENS OF THE REPUBLIC OF THE PHILIPPINES, 
TO PROVIDE FOR THE REHABILITATION OF THE INTERISLAND 
COMMERCE OF THE PHILIPPINES 





June 22, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Bonner, from the Committee on Merchant Marine and Fisheries, 
submitted the following 


REPORT 


[To accompany 8. J. Res. 67] 


The Committee on Merchant Marine and Fisheries, to whom was 
referred the joint resolution (S. J. Res. 67) to authorize the Secretary 
of Commerce to sell certain vessels to citizens of the Republic of the 
Philippines, to provide for the rehabilitation of the interisland com- 
merce of the Philippines, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
that the joint resolution do pass. 

The amendments are as follows: 

On page 2, line 3, strike out the word “line” and in lieu thereof 
insert the word “hire’’. 

On page 2, line 17, strike out the words “aforesaid Act of April 30, 
1946,” and in lieu thereof insert the words “Philippine Rehabilitation 
Act of 1946,”’. 

The purpose of Senate Joint Resolution 67 is to authorize and 
direct the Secretary of Commerce to sell, in accordance with the 
Merchant Ship Sales Act of 1946, as amended, five small war-built 
vessels which are presently under charter to shipping companies in 
the Philippines. The charters were authorized originally under the 
Philippine Rehabilitation Act of 1946 in the interests of restorin 
the vital interisland transportation system of the Philippines whi 
had been totally destroyed during the war. The present charterers, 
the Philippine Steam Navigation Co. and Compania Maritima, are 
Philippine citizens who suffered losses of their interisland an 
in the interests of the allied war effort prior to the formation of the 
Republic of the Philippines. 
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A similar measure was considered in the 83d Congress. However, 
when the bill went to conference on the disagreement of the Senate 
to the amendments of the House on Senate Joint Resolution 72, the 
conferees made note of certain discriminations being practiced by 
the Republic of the Philippines against citizens of the United States. 
After full and free conference, the committee of conference agreed 
to recommend that the Senate recede from its disagreement to the 
amendments of the House and agree to the same. As enacted, that 
bill authorized a 1-year extension of charter authority with the 
understanding that further consideration would be given to a sales 
proposal if it was presented in this Congress. Said conference report 
expressed the view of the conference committee— 
that in the event that authority to purchase these vessels is sought from the next 
Congress, consideration might well be given to permitting the application of a 
portion of the next year’s charter hire to the purchase price, if in the meantime 
appropriate action has been taken to remove the discriminations. 

In line with the views expressed by the conferees on Senate Joint 
Resolution 72, 83d Congress, 2d session, the joint resolution, as 
amended, would subtract from the sales price of each of the vessels 
one-half of the charter hire paid to the United States Government from 
July 1, 1954, to the date of execution of the contracts for each vessel. 
And, in line with the recommendation of the Secretary of Commerce, 
the Secretary would be directed to fix the terms of payment on the 
unpaid balances, which terms shall in no event be more favorable than 
the terms applicable in the case of sales to citizens of the United States. 

Your committee is now satisfied that all reasonable action has been 
taken to remove the discriminations, that the enactment of this reso- 
lution is in the interests of the United States as well as the economy of 
the Philippines, and that as hereby reported it is not contrary to the 
interests of the American merchant marine. 

This bill is similar to bills which have been introduced in the House 
by Hon. George Miller, Hon. John F. Shelley, Hon. John J. Allen, 
and Hon. William S. Mailliard during this session. In the form in 
which it passed the Senate and as hereby reported it has been favor- 
ably recommended by the Department of Commerce and the Depart- 
ment of State. The Department of the Navy in its report to the 
Senate Committee on Interstate and Foreign Commerce stated that— 
These vessels are not required by the United States Navy for conversion to naval 
auxiliaries. There is a requirement, upon mobilization, for cargo ships in excess 
of shipping now under effective United States control. The hips involved here 
are, however, of small size and slow speed, and it is considered that their ge yo 
ownership and operation by citizens of a friendly government would not be 
detrimental to the defense effort. 

In view of the foregoing, the Department of the Navy, on behalf of the Depart- 
rere Defense, interposes no objection to the enactment of Senate Joint Resolu- 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 


The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report on Senate Joint Resolution 67. 


It should be noted that as of the beginning of fiscal year 1955 the 
Government has received $2,060,607 in charter hire from the present 
charterers for the use of these 5 ape, plus an additional $516,000 
from prior charterers. Thus, as of July 1, 1954, the Government has 


received in charter hire alone a total of $2,576,607, which, on the basis 
of the Ship Sales Act price of $693,862 per vessel, is approximately 
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82% percent of the aggregate statutory prices of the vessels in addition 
to their wartime service. Upon purchase of these vessels, the Govern- 
ment will receive an additional $3,469,310 in sales price, plus charter 
hire for fiscal 1955 aggregating at least $173,465.40. Since these ves- 
sels are about 10 years old and are of a type not suitable for normal 
operation under the American flag, their sale at this time under the 
terms of this bill would be in the best interests of the United States. 

The present charter authority expires June 30, 1955. Accordingly, 
your committee urges prompt action on this measure as hereby 
reported. 

There are no changes in existing law. 


O 
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847TH CoNGRESS } HOUSE OF REPRESENTATIVES { Report 
Ist Session No. 900 





GENERAL GOVERNMENT MATTERS APPROPRIATION 
BILL, 1956 





June 22, 1955.—Ordered to be printed 





Mr. Anprows, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 6499] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6499) 
making i 9 a for the Executive Office of the President and 
sundry general Government agencies for the fiscal year ending June 30, 
1956, and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its amendments numbered 3 and 4. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 5, and 10, and agree to the same. 


Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 6, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,000; and 
the Senate agree to the same. 


Amendment numbered 7: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $500,000; 
and the Senate agree to the same. 


Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
>, — numbered 8, and agrea to the same with an amendment 
as follows: 
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In lieu of the sum proposed by said amendment insert $325,000; 
and the Senate agree to the same. 


Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
ree Senate numbered 9, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $175,000; 
and the Senate agree to the same. 


Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
“ Senate numbered 11, and agree to the same with an amendment as 
ollows: 

In lieu of the matter stricken out and inserted by said amendment 
insert for the purchase of any passenger motor vehicle (exclusive of 
buses, ambulances and station wagons), is hereby fixed at $1,350; and 
the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 2. 
Grorce ANDREWS, 
Grorce Manon, 
Harry R. SHepparp, 
J. VAUGHAN Gary, 
Louis C. Rasavt, 
Joun F, SHELLEy, 
CLARENCE CANNON, 
Ivor D. Fenton, 
JOHN TABER, 
Managers on the Part of the House. 


Cart HaypDENn 
Warren G. Maanuson, 
Lister HI, 
ALLEN J. ELLENDER, 
A. Witus Rosertson, 
Evererr McKinuey Dirksen, 
By E. W. C. 
Leveretr SALTONSTALL, 
Witui1am F. Know ann, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6499) making appropriations for the Executive Office 
of the President and sundry general Government agencies for the fiscal 

ear ending June 30, 1956, and for other purposes, submit the follow- 
ing statement in explanation of the effect of the action agreed upon 
and recommended in the accompanying conference report as to each 
of such amendments, namely: 


TITLE I 
Executive Orrice or THE PRESIDENT 
THE WHITE HOUSE OFFICE 


Amendment No. 1: Appropriates $1,882,500 as proposed by the 
Senate instead of $2,055,500 as proposed by the House. 


SPECIAL PROJECTS 


Amendment No. 2: Reported in disagreement. 


PRESIDENT’S ADVISORY COMMITTEE ON GOVERNMENT ORGANIZATION 


Amendment No. 3: Strikes out language proposed by the Senate. 


Funps APPROPRIATED TO THE PRESIDENT 
EXPENSES OF MANAGEMENT IMPROVEMENT 


Amendment No. 4: Strikes out language proposed by the Senate. 


Foreign Criaims SETTLEMENT CoMMISSION 
PAYMENT OF KOREAN CLAIMS 


Amendment No. 5: Appropriates $12,200,000 as proposed by the 
Senate instead of $8,000,000 as proposed by the House, 


ADMINISTRATIVE EXPENSES 


Amendment No. 6: Authorizes $5,000 for expenses of travel instead 
= $2,500 as proposed by the House and $10,000 as proposed by the 

enate. 

Amendment No. 7: Authorizes $500,000 for Administrative Ex- 
penses instead of $450,000 as proposed by the House and $550,000 as 
proposed by the Senate. 

Amendments Nos. 8 and 9: Authorize transfers of $325,000 from 
the “War claims fund” and $175,000 from “Payment of Korean 
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claims’, instead of $300,000 and $150,000, respectively, as proposed 
by the House and $350,000 and $200,000, respectively, as proposed 
by the Senate. 


Susversive Activities Conrron Boarp 


Amendment No. 10: Appropriates $298,600 as proposed by the 
Senate instead of $300,000 as proposed by the House. 


TITLE TI—GENERAL PROVISIONS 
DEPARTMENTS, AGENCIES, AND CORPORATIONS 


Amendment No. 11: Restores House language relating to limitation 
on cost of passenger motor vehicles, amended to exempt station 
wagons from the dollar limitation. The conferees direct, however, 
that station wagons are not to be purchased in excess of the number 
presented in the budget and justified before the Appropriations 
Committees. 

Grorce ANDREWS, 
Grorce Manon, 
Harry R. Suepparp, 
J. VAUGHAN Gary, 
Louis C. Raxpavt, 
Joun F, SHELLEY, 
CLARENCE CANNON, 
Ivor D. Fenton, 
JoHN TABER, 

Managers on the Part of the House. 
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ATOMIC WEAPONS REWARDS ACT OF 1955 





Junz 23, 1955.—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Cots, from the Joint Committee on Atomic Energy, submitted 
the following 


REPORT 


[To accompany H. R. 6901] 


The Joint Committee on Atomic Energy, to whom was referred the 
bill (H. R. 6901) to provide rewards for information concerning the 
illegal introduction into the United States, or the illega! manufacture 
or acquisition in the United States, of special nuclear material and 
atomic weapons, having considered the same, unanimously report 
accent thereon with an amendment and recommend that the bill 

0 pass. 

The amendment inserts the words “the Commonwealth of Puerto 
seen after the word “includes” and before the word ‘‘all” in section 
7 (d). 


DANGERS OF COVERT INTRODUCTION OF ATOMIC WEAPONS OR MATERIALS 
FOR PRODUCING ATOMIC WEAPONS INTO THE UNITED STATES 


The primary purpose of H. R. 6901 is to authorize the payment of 
rewards to persons who supply original information to the United 
States Government with respect to any attempt to introduce covertly 
atomic weapons or materials for producing atomic weapons into the 
United States or who supply original information leading to the find- 
ing of any illegally introduced atomic weapons or materials for pro- 
ducing atomic weapons. 

Since the atomie weapon monopoly of the United States ended, it 
has been possible for an enemy nation to smuggle nuclear devices or 
special nuclear material into this country and thereby destroy vital 
targets prior to or following the commencement of hostilities. With 
passing time, the destructive yield of atomic weapons has increased 
with attendant advancements in the art of weaponeering. It must be 
assumed that potential enemies. can now devise small atomic weapons, 
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so constructed as to minimize the chance of detection by customs, by 

counterintelligence, or defense personnel. This potential consti- 

9 a grave risk to the common defense and security of the United 
tates. 

Our Government will continue to exercise its full efforts in makin 
available technical means of uncovering such secretly ra cy 
devices. This bill will assist the effort by increasing our chance of 
learning in adyance of such enemy action. 

The genesis of the bill was a National Security Council recommen- 
dation in 1954. Subsequently, on July 29, 1954, the Attorney General 
in a communication to the Speaker forwarded a draft bill. After 
introduction in the Senate and in the House of Representatives, that 
bill ‘was referred to the Joint Committee on Atomic Energy. The 
Joint Committee on Atomic Energy considered that bill (H. R. 10203) 
= ee on August 11, 1954, and heard witnesses from the executive 

ranch. 

Representatives of the Department of Justice, the Immigration and 
Naturalization Service, the Treasury Department, the Bureau of 
Customs, the Atomic Energy Commission, and the Central Intelligence 
Agency testified before the Joint Committee and recommended the 
enactment of legislation to meet these objectives. It was the view 
of the executive-branch witnesses that the proposed bill would mate- 
rially strengthen the internal security of the United States and would 
provide an alert to our citizens to the need for vigilance. It would 
also, because of its provisions for reward and for sanctuary of aliens, 
encourage aliens to furnish information about such unauthorized and 
dangerous activities. 

The Joint Committee recommended passage of this legislation in 
the 83d Congress. The House of Representatives did pass it on 
August 17, 1954, but the Senate failed to consider the measure. 

The identical bill, as recommended by the Joint Committee, was 
forwarded to the Speaker by the Attorney General on January 18, 1955 
poe Attorney General’s letter will be found on p. 3). The Joint 

ommittee has, again, recommended the enactment of the bill. 

This legislative proposal has the endorsement of the Bureau of the 
Budget, and the Joint Committee has been advised that its enactment 
would be in accord with the program of the President. 


PROVISIONS OF THE BILL 


The bill provides (sec. 2) that the United States Government shall 
grant a reward, not to exceed $500,000, to any person who furnishes 
original information to the United States leading to the finding or 
other acquisition of atomic devices which are illegally in the country 
or any information regarding an attempt to introduce, manufacture, 
or acquire the same. 

Section 3 authorizes an Awards Board to determine the merits of 
a claim for this reward. The Board will consist of the Secretary of the 
Treasury, the Secretary of Defense, the Attorney General, the Director 
of Central Intelligence, and of one member of the Atomic Energy 
Commission to be designated by the Commission. The President 1s 
to eis any award over $50,000. 

The Board will determine whether or not the information is of the 
type specified in section 2 and further establish the merits of the 
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claim of an officer or employee of the United States considering the 
scope Of his duties. 

Section 4 considers the possibility that a citizen of a foreign state 
who would furnish the information specified in section 2 could be the 
subject of reprisal. This: section therefore: provides authority for 
offering the sanctuary of a permanent residence in the United States 
to such an individual upon the joint determination of the Secretary 
of State, the Attorney General, and the Director of Central Intelligence 
that the entry and granting of visas to such an individual and to 
members of ‘his immediate family is in the public interest. The 
provisions of this section were amended in the committee in view of 
the provisions of the Immigration and Nationality Act which was 
passed in 1950. The original provisions have been based on the 
provisions of the National Security Act of 1947. The present language 
parallels the provisions in section 212 of the Immigration Act, and 
the Director of Immigration and Naturalization under the terms of 
ihe ot responsible for all of the functions assigned to the Attorney 

eneral. 

Section 5 grants administrative powers to the Awards Board. 

Section 6 provides that upon certification of the Awards Board and 
approval by the President, the reward is payable out of appropriations 
for the administration of the National Security Act of 1947. 

Section 7 recites the definitions of the terms used in the act and 
defines the terms ‘‘atomic energy,” ‘atomic weapon,” “special nuclear 
material’ and “United States.” These definitions are based on the 
definitions reflected in the Atomic Energy Act of 1954 or in the 
Immigration and Nationality Act. 


Justice DEPARTMENT, 
Washington, D. C., January 18, 1955. 
The SprakKER, 
House of Representatives, Washington, D. C. 


Dear Mr. Speaker: There is attached for your consideration and appropriate 
action a legislative proposal to provide rewards for information concerning the 
illegal introduction into the United States, or the illegal manufacture or acquisi- 
tion in the United States, of special nuclear material and atomic weapons. 

The National Security Council has made a study of the problem of the possible 
illegal introduction into the United States, and the illegal manufacture and 
acquisition in the United States, of various atomic materials or weapons, the 
presence of which would constitute a threat to the security of the Nation and the 
welfare of its people. 

The attached bill which implements the Council’s recommendation, is designed 
to set up a svstem of rewards for original information leading to the acquisition by 
the United States of special nuclear material or atomic weapons which have been 
illegally brought into the United States, its Territories, or possessions, or the 
District of Columbia, or which have been illegally manufactured or acquired 
therein. It is also designed to set up a system of rewards for original information 
with respect to attempts illegally to introduce, manufacture, or acquire such 
material or weapons. 

It is believed that this proposal will materially strengthen the internal security 
of the United States by alerting the people thereof to the need for vigilance, and 
by providing a monetary reward for informants. It will likewise, by reason of its 
provisions for reward and for immigration to the United States for permanent 
residence, encourage aliens to furnish information about the unauthorized intro- 
duction, manufacture, or acquisition of special nuclear material or atomic weapons. 

This legislation in the form in which it is transmitted herewith was passed by 
the House of Representatives (H. R. 102€3, 83d Cong.), and reported favorably 
in the Senate by the Joint Committee on Atomic Energy (S. 3851), 83d Cong.), 
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toward the close of the 83d Congress. The Bureau of the Budget has advised 
that ee would be in accord with the program of the President. 
incerely, 


Hersert Browne tt, Jr., 
tlorney General. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the rules of the House 
of Representatives, changes in existing law made by the bill ac- 
companying this report are shown as follows (new matter is printed 
in italics): 

Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the “Atomic Weapons 
Rewards Act of 1955’’. 

Szc. 2. Any person who furnishes original information to the United States— 

(a) leading to the finding or other acquisition by the United States of any 
special nuclear material or atomic weapon which has been introduced into the 
United States, or which has been manufactured or acquired therein contrary to 
the laws of the United Slates, or 

(b) with respect to an attempted introduction into the United States or an 
atiempted manufacture or acquisition therein of any special nuclear material or 
atomic weapon, contrary to the laws of the United States, 

shall be rewarded by the payment of an amount not to exceed $500,000. 

Sec, 8. An Awards Board, consisting of the Secretary of the Treasury (who shail 
be the Chairman), the Secretary of Defense, the Atlorney General, the Director of 
Central Intelligence, and of one member of the Atomic Energy Commission designated 
by that Commission, shall determine whether any person furnishing information to 
the United States is entitled to any award and the amount thereof to be paid pursuant 
to section 2. In determining whether any person furnishing information to the 
United States is entitled to an award and the amount of such award, the Board shalt 
take into consideration— 

(a) whether or not the information is of the type specified tn section 2, and 

(b) whether the person furnishing the information was an officer or employee 
of the United States and, if so, whether the furnishing of such information was 
in the line of duty of that person. 

Any reward of $50,000 or more shall be approved by the President. 

Sec. 4. If the information leading to an award under section 3 is furnished by an 
alien, the Secretary of State, the Allorney General, and the Director of Centrat Intetti- 
gence, acting jointly, may determine that the entry of such alien into the United States 
23 in the public interest and, in thal event, such alten and the members of his immediate 
family may receive immigrant visas and may be admitted to the United States for 
permanent residence, notwithstanding the requirements of the Immigration and 
Nationatity Act. 

Sec. 5. The Board established under section 3 is authorized to hold such hearings 
and make, promulgate, issue, rescind, and amend such rules and regulations as may 
be necessary to carry out the purposes of this Act. 

Sec. 6. Any awards granted under section 3 of this Act shall be certified by the 
Awards Board and, together with the approval of the President in those cases where 
such approval is required, transmitted to the Director of Central Intelligence for pay- 
ment out of funds appropriated or available for the administration of the National 
Security Act of 1947, as amended, 

Sec. 7. As used in this Act— 

(a) The term “atomic energy’? means all forms of energy released in the course of 
nuclear fission or nuclear transformation. 

(b) The term “‘atomic weapon” means any device utilizing atomic energy, exclusive 
of the means for transporting or propelling the device (where such means is a separable 
and divisible part of the device), the principal purpose of which is for use as, or for 
development of, a weapon, a weapon prototype, or a weapon test device. 

(c) The term “special nuclear material” means plutonium, or uranium enriched 
in the isotope 233 or in the isotope 235, or any other material which is found to be 
special nuclear material pursuant to the provisions of the Atomie Energy Act of 1954. 

(d) The term “United States’, when used in a geographical sense, includes the 
Commonwealth of Puerto Rico, all Territories and possessions of the United States 
and the Canal Zone; except that in section 4 the term ‘United States’ when so used 
shall have the meaning given to it in the Immigration and Nationality Act. 
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84TH CoNGRESS ; HOUSE OF REPRESENTATIVES { Report 


1st Session No. 902 





1955 AMENDMENTS TO THE UNIVERSAL MILITARY 
TRAINING AND SERVICE ACT 





June 23, 1955.—Ordered to be printed 





Mr. Vinson, from the committee of conference, submitted the following 


CONFERENCE REPORT 
{To accompany H. R. 3005) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 3005) to 
further amend the Universal Military Training and Service Act by 
extending the authority to induct certain individuals, and to extend 
the benefits under the Dependents Assistance Act to July 1, 1959 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: That this Act may be cited as the “1955 
Amendments to the Universal Military Training and Service Act’’. 


TITLE I 


Sec. 101. (a) Subsection (a) of section 6 of the Universal Military 
Training and Service Act, as amended, is amended by inserting at the 
end thereof the following new sentence: “Any person who subsequent to 
June 24, 1948, serves on active duty for a period of not less than eighieen 
months in the armed forces of a nation with which the United States is 
associated in mutual defense activities as defined by the President, may 
be exempted from training and service, but not from registration, in ac- 
cordance with regulations prescribed by the President, except that no such 
exemption shall be rater to any person who is a national of a country 
which does not grant reciprocal privileges to citizens gy the United States: 
Provided, That any active duty performed prior to June 24, 1948, by a 
person in the armed jorces of a country allied with the United States 
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during World War II and with which the United States is associated in 
such mutual defense activities, shall be credited in the computation of 
such eighteen-month period.” . 

(b) Subsection (b) of such section is amended by amending paragraph 
(3) to read as follows: 

“(3) Except as provided in section 4 (i) of this Act, and notwith- 
standing any other provision of this Act, no person who (A) has 
served honorably on active duty after September 16, 1940, for a 
period of not less than one year-in the Army, the Air Force, the 
Navy, the Marine Corps, or the Coast Guard, or (B) subsequent to 
September 16, 1940, was discharged for the convenience of the Gov- 
ernment after having served honorably on active duty for a period of 
not less than six months in the Army, the Air Force, the Rew the 
Marine Corps, or the Coast Guard, or (C) has served for a period of 
not less than twenty-four months (i) as a commissioned officer in 
the Public Health Service or (ti) as a commissioned officer in the 
Coast and Geodetic Survey, shall be liable for induction for training 
and service under this Act, except after a declaration of war or 
national emergency made by the Congress subsequent to the date of 
enactment of this title.’’. 

(c) Subsection (c) (2) (A) of such section is amended by inserting 
at the end thereof the following new sentence: “‘No person who has been 
or may be deferred under the provisions of this clause shall by reason of 
such deferment be liable for training and service in the Armed Forces 
by reason of the provisions of subsection (h) hereof after he has attained 
the twenty-eighth anniversary of the date of his birth.”’. 

(d) Subsection (h) of such section is amended by inserting immediately 
after ‘Provided further,” the following: “That the existence of a shortage 
or a surplus of any agricultural commodity shall not be considered in 
determining the deferment of any individual on the grounds that his 
employment in agriculture is necessary to the maintenance of the national 
health, safety, or interest: And provided further,’’. 

Sec. 102. Section 17 (ce) of the Universal Military Training and 
Service Act, as amended, is amended by striking out “July 1, 1955” 
wherever such date appears therein and inserting in lieu thereof “July 1, 
1959’. 

Sec. 103. Section 16 of the Dependents Assistance Act of 1950, as 
amended, is amended by striking out “July 1, 1955” wherever such date 
appears therein and inserting in lieu thereof “July 1, 1959”. 


TITLE II 


Sec. 201. Sections 4 and 7 of the Act entitled “An Act to amend the 
Selective Service Act of 1948, as amended, so as to provide for special 
registration, classification, and induction of certain medical, dental, and 
allied specialist categories, and for other purposes’’, of sag September 
9, 1950 (64 Stat. 826), as amended, are amended by striking out “July 1, 
1955” wherever such date appears therein and inserting in lieu thereof 
"Sue. 202. The I f paragraph (1) of section 4 (i) of the 

Ec. 202. The last sentence o ap of section 4 (1) of t 
Universal Military Training and Service Act, as amended, is amended 
(1) by inserting immediately after the word “subsection” the following: 
(A) after he attained the thirty-fijth anniversary of the of his 


birth, of he applies or has applied for a commission in one of the Armed 
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Forces in any of such categories and is or has been rejected for such com- 
mission on the sole ground of a physical disqualification, or (B)’’, and 
(2) by striking out “fifty-first’” and inserting in lieu thereof “‘forty-sizth’’. 
Sec. 203. Section 203 of the Career Compensation Act of 1949 (63 
Stat. 809), as amended, is amended by striking out “July 1, 1955” 
per aad such date appears therein and inserting in lieu thereof “July 1, 
1959”. 
And the Senate agree to the same. 
That the House recede from its disagreement to the amendment of 
the Senate to the title of the bill, and agree to the same. 
Cart VINSON, 
Overton Brooks, 
Pau J. Kinpay, 
Dewey Snort, 
L. C. ARENDs, 


Managers on the Part of the House. 


Ricwarp B. Russet, 
Harry F. Byrp, 
Lynpvon B. JoHNnson, 
LEVERETT SALTONSTALL, 
Stytes Bripgss, 

By L. S. 


Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 3005) to further amend the Universal Military Train- 
ing and Service Act by extending the authority to induct certain indi- 
viduals, and to extend the benefits under the Dependents Assistance 
Act to July 1, 1959, submit the following statement in explanation of 
the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 

The Senate amendment struck out all after the enacting clause in 
the House bill, made several changes in the regular draft act and added 
as a separate title the extension of the Doctors Draft Act together with 
the special pay for physicians and dentists. 

There were several major and some minor differences between the 
House version with respect to the extension of the regular draft law 
and the amendment as passed by the Senate. 


EXTENSION OF AUTHORITY TO DRAFT INDIVIDUALS UNDER THE 
REGULAR DRAFT 


1. Both the House bill and the Senate amendment provided for a 
4-year extension of the regular draft. 

2. Both the House bill and the Senate amendment provided for a 
4-year extension of the Dependents Assistance Act. 

3. The House bill provided that individuals who enlist in National 
Guard units prior to attaining the age of 18% would not be liable for 
induction beyond the age of 26. Under existing law such individuals 
are liable up to age 35. The Senate amendment mekes such indi- 
viduals liable for induction up to age 28. This is the first significant 
difference between the House bill and the Senate amendment. The 
House managers agreed to this portion of the Senate amendment. 

4. The House bill contained an amendment which reduced the age 
of liability from age 35 to age 26 for an individual who was deferred 
for physical reasons as a result of being rejected by an Army examin- 
ing station or induction station. The Senate amendment struck out 
this language from the House bill and thus continues in effect the 
peso law which makes these individuals liable up to age 35. The 

ouse managers agreed to this portion of the Senate amendment. 

5. Both the House bill and the Senate amendment contained lan- 
guage to the effect that the supply of an agricultural commodity may 
not be taken into consideration either in denying or granting defer- 
ments. The Senate amendment merely rearranged the wording of 
the House bill without changing the effect of the House bill in this 
respect. The House managers agreed to this portion of the Senate 
amendment. 

6. The next difference between the House bill and the Senate amend- 
ment involved the amount of service necessary to qualify for exemp- 
tion from induction on the basis of prior service. The House bill 
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a that an individual who served honorably on active duty after 
ptember 16, 1940, for a period of 6 months or more in the Armed 
Forces (or 24 months in the Public Health Service) would not be liable 
for induction except upon a declaration of war or national emergency 
by the Congress. The Senate amendment provided that an individual 

all be considered as qualified for exemption if he served on active 
duty for a period of 1 year in the Armed Forces unless he was dis- 
charged for the convenience of the Government after having served 
6 months or more. The Senate amendment also added the Coast and 
Geodetic Survey to the 2-year active-duty requirement to qualify for 
such exemption. The House managers agreed to this portion of the 
Senate amendment. 

7. The Senate amendment provided for the exemption from regis- 

tration and induction of members of the Reserve components of the 
Armed Forces while employed as veterinarians of the United States 
Department of Agriculture. This same provision was also applied to 
prior-service exemptions by another subsection of the Senate amend- 
ment which provided that no member of a Reserve component— 
who has been employed as a veterinarian by the United States Department of 
Agriculture for a period of 24 months from and after the date of enactment of 
this paragraph shall be liable for induction except in time of war or national 
emergency declared by the Congress. 
The House managers objected to this portion of the Senate amend- 
ment on the grounds that these civilian employees of the Department 
of Agriculture are not serving in such employment as members of the 
uniformed services. The Senate managers receded from their in- 
sistence on this portion of the Senate amendment. 

8. The Senate amendment also added a new exemption from induc- 
tion of any person who, subsequent to June 24, 1948, served on active 
duty for a period of not less than 18 months in the armed forces of a 
nation with which the United States is associated in mutual defense 
activities if the country of which such person is a citizen grants the 
same privilege to citizens of the United States. A similar proposal was 
contained in H. R. 9007 which passed the House in the last Congress, 
but did not pass the Senate. The House managers agreed to this 
portion of the Senate amendment. 


EXTENSION OF THE DOCTORS DRAFT ACT 


The Senate amendment added a separate title to the bill as it passed 
the House under which the Doctors Draft Act would be extended for 
2 years, and entitlement to the additional extra pay for doctors would 
be continued for doctors entering on active duty prior to July 1, 1959. 
In addition, the Senate amendment contained an amendment to the 
Doctors Draft Act which provided that an individual after July 1, 
1955, who had attained the 35th anniversary of the date of his birth 
and applied for a commission in one of the Armed Forces as a physician 
or dentist, and who was thereafter rejected for such commission on the 
grounds of physical disqualification, would no longer be liable for 
service under the doctors draft law. 


In extending the Doctors Draft Act the Senate amendment made 
no change in the maximum age of liability of induction for physicians 
and dentists which, under existing law, is 51 years of age. 

The House managers insisted that the age of liability for doctors 
under the Doctors Draft Act be substantially reduced from the pres- 
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ent age of 51. The House managers attempted to reduce the age of 
liability to 41 on the grounds that this would provide physicians to 
take care of the medical needs of the Armed Vdtees for the next 2 
years so long as no medical-school graduates are deferred during the 
next 2 years for purposes of residency training. Failing in this effort 
the House managers attempted to reduce the age to 42, 43, 44, and 
45, but in each instance the Senate managers insisted that the age of 
liability remain at 51. The Senate managers insisted that the avail- 
ability of physicians numberswise was not the sole criterion with re- 
gard to the procurement of physicians. The Senate managers like- 
wise insisted that any age below 50 with regard to the Doctors Draft 
Act would fail to take into consideration any upward revision in the 
strength of the Armed Forces during the next 2 years. The Senate 
managers were of the opinion that members of the uniformed services 
are entitled to the best possible medical care and that such medical 
care would not be available unless more experienced physicians and 
specialists served side by side with young men who have recently 
completed their internships. The House managers fully concur in the 
absolute need for experienced physicians for our Armed Forces. The 
Senate managers insisted that specialists, in particular, would not be 
available in adequate numbers if the draft age were reduced below 46. 
In view of the urgency of the situation and the insistence of the Sen- 
ate managers, the House managers agreed to a maximum draft age 
under the Doctors Draft Act of 46. In other words, no doctor will 
be lable for service under the doctors draft law after attaining his 
46th birthday. 

The House managers, however, after agreeing to a draft age of 46 
for doctors, insisted that any doctor over the age of 35 who had 
applied for a commission as a physician or dentist in one of the 
Armed Forces and had been rejected at any time, or is hereafter 
rejected, on the sole basis of a physical disqualification should no 
longer be liable for service under the doctors’ draft law. The Senate 
managers agreed to this amendment to the Senate amendment. 

The managers of the House and Senate likewise discussed the 
situation with regard to optometrists. Both the House and Senate 
managers are conscious of the fact that the Department of the Army 
are using optometrists in their professional capacity as enlisted men. 
It is the opinion of both the House and Senate managers that the 
armed services should, if they utilize optometrists in their profes- 
sional capacities, offer such individuals commissions. In other words 
if an optometrist who is inducted under the regular draft act is utiliz 
as an optometrist he should be offered a commission commensurate 
with his professional attainment. 

There was no disagreement between the House and Senate man- 
agers with regard to the continuation of existing law, which authorizes 
additional pay for doctors serving on active duty. 


Cart VINSON, 

Overton Brooks, 

Pau J. Kitpay, 

Dewey Suort, 

L. C, ARENDs, 
Managers on the Part of the House. 
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CONSIDERATION OF H. R. 6829 





JuNE 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Cotmer, from the Committee on Rules, submitted the following 
REPORT 
[To accompany H. Res. 286] 


The Committee on Rules, having had under consideration House 
Resolution 286, report the same to the House with the recommenda- 
tion that the resolution do pass. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 


No. 904 





RESERVE OFFICER PERSONNEL ACT AMENDMENTS 





Junge 23, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany §. 1718] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1718) to provide certain clarifying and technical amendments to 
the Reserve Officer Personnel Act of 1954, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follow: 


AMENDMENTS 


Delete subsection 3 (a) of the bill, and add a new subsection 3 (a) 
as follows: 


Sec. 3 (a) The first sentence of Section 402 (c) is amended by changing the 
period at the end of the sentence to a comma and adding the following: “‘Provided, 
until July 1, 1960, the percentum in the grade of Major may be 22 percent, in 
the grade of Captain, 45 percent, and in the combined grades of first and second 
lieutenant, 25 percent, if in the opinion of the Secretary such increased per- 
centages are required to permit promotions under this Title.” 


Add new sections 6, 7, 8, 9, 10, and 11 as follows: 


Src. 6. Subsection 302 (f) (1) is amended to read as follows: 

“(f) ‘Promotion service’ means the aggregate of the following: 

“(1) Any period an officer has held, or is credited by the Secretary with having 
held, a permanent appointment in his current grade in the Army or, in the dis- 
cretion of the Secretary any other Armed Force of the United States while— 

“(A) in an active status or 
“(B) on an active list of a Regular component; 

(2) for an officer who was on active duty prior to September 3, 1945, any 
period served on active duty prior to January 1, 1949, in the Army or, in the 
discretion of the Secretary, any other Armed Force of the United States while in 
a temporary grade equal to or higher than his current grade; and 

**(3) any period credited under section 305 (b). 

No period may be counted twice as promotion service. For a person credited 
with service under Section 201 or subsection 305 (c) or (d), no period prior to 
appointment or transfer may be counted under (1) or (2) as promotion service.” 
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Sc. 7. Section 303 is amended by adding the following new subsections: 
“(f) The promotion of a Reserve officer under investigation or against whom 
proceedings of a court-martial or board of officers are pending may be delayed by 
the Secretary until such investigation or proceedings are completed. 

“(g) Based on the results of an investigation or the proceedings of a court- 
martial or board of officers, the Secretary may remove from the recommended list 
the name of any officer who in his opinion is not qualified for promotion. A 
nonunit officer so removed from a recommended list shall, for the purposes of 
Section 311 be deemed to have been considered and not sassenendon for pro- 
motion.’ 

Sxc. 8. Section 314 is amended by inserting the words “other than the Judge 
Advocate General’s Corps” after the words “special branch” appearing in sub- 
section. (a) and by substituting “sections 303, 311 or 333” for “section 311” 
appearing in subsection (d). 

Sec. 9. Section 325 is amended by inserting a colon after the words “Retired 
Reserve’, by deleting that portion of the section following such colon, and by 
adding the following new subsections: 

“‘(a) If not on active duty, within 90 days after the second selection board 
submits its report to the convening authority; or 

“(b) If on active duty, 120 days after being notified of his second non-selection.” 

Src. 10. Section 333 is amended to read as follows: 

“Src. 333 (a). A Reserve officer on active duty who is promoted to a grade 
higher than that in which he is serving shall continue to serve on active duty 
in the grade in which he was serving immediately before that promotion and 
shall, unless he expressly declines such promotion, be deemed to have accepted, 
effective on the date of such promotion, a temporary appointment in the grade 
in which serving. If he does not desire to continue on active duty in the grade 
in which serving, he may, except as provided in subsection (b) hereof, elect to be 
relieved from active duty and shall be promoted on’the day subsequent to such 
relief or on the day he would have been promoted had he remained on active 
duty, whichever is the leter. If his relief from active duty occurs subsequent 
to the date he wonld have been promoted had he remained on active duty, he 
shall be credited with the amcunt of promotion service that he would have had 
if he had remained on active duty and been promoted. 

“‘(b) A Reserve officer on active duty who is recommended or found qualified 
for promotion, and who hes not completed his period of required active duty as 
a member of a Reserve component under any provision of law or regulation shall 
not have the election of relief from active duty as provided in subsection (a) 
hereof but may decline a promotion if he does not cesire to serve on active duty 
in a grade lower than his permanent grade. A person who'so declines a promo- 
tion shall, if he applies therefor, be promoted upon being temporarily promoted 
to that higher grade or, subject to subsection (a), upon completing his period 
of required active duty.” 

Sec. 11. Section 337 of such Act is hereby repealed, 


PURPOSE OF THE BILL 


The purpose of this legislation is to provide certain clarifying and 
technical amendments to the Reserve Officer Personnel Act of 1954, 
which becomes effective July 1, 1955. One of the reasons for delaying 
the implementation of the act to July 1, 1955, was to permit presenta- 
tion of amendments, which would be normally expected, due to the 
fact that this legislation provides for the first time a statutory basis 
for the promotion and elimination of Reserve officers. Following is 
an analysis of each section of the bill. 


COMMITTEE AMENDMENTS 


1. The committee amended the bill by changing the percentages in 
grade for officers in the Marine Corps Reserve. It was found that, 
within the United States Marine Corps Reserve, the percentages 
within grade were too restrictive. 

This would have the effect of materially slowing down promotions 
to the ranks of captain and major for a period of several years. 
Inasmuch as the purpose of the Reserve cer Personnel Act is to 
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maintain a steady flow of promotions, the committee deemed it 
advisable to raise the percentages in the grades of major, captain, and 
lieutenants, until July 1, 1960. 

The committee also adopted six other amendments to the Army 
title of the act. The explanation of these amendments is as follows: 

2. Section 302 (f) (1).—Promotion regulations which were effective 
January 1, 1953, provided for promotion of officers at certain fixed 
periods of service and consideration by selection boards prior to the 
time the individual completed these fixed periods. In the adminis- 
tration of these regulations it was not always possible to get all officers 
considered in time and for those selected, promoted at the time they 
were eligible to be promoted. In such cases rather than penalize the 
officers for administrative delays, they were given a “promotion 
eligibility date,” as of the date they should have been promoted and 
promotion service for their next promotion was computed from that 
date. It is estimated that there are upwards of 30,000 officers who 
have been given such promotion eligibility dates which vary from a 
few days to approximately 2 years from the date  promnsaehs was 
actually effected. Since these officers did not hold a permanent 
appointment in their current grade from their promotion eligibility. 
date, they would not, under the law as now written, be able to count 
this period as promotion service. This proposed amendment would 
authorize them to be credited with this service. 

Further, the current wording restricts promotion service to current 
grade in the Army. In the. past when an oflicer from some other 
Armed Force had transferred to the Army, and the professional quali- 
fications required for his previous grade and Armed Force were com- 
parable to those required of his grade and branch in the Army, he was 
credited with promotion service for time in grade accrued in the losing 
Armed Force. An example of this would be a Marine Corps captain 
who transferred to the Army as an Infantry captain. This proposed 
change would permit continuation of this procedure. | 

Section 302 (f) (2).—This section as now written discriminates be- 
tween the ORC and AUS officer who served in World War II, in 
favor of the latter. Since, at the conclusion of World War II, both 
were eligible to become ORC officers in their highest AUS attained 
grade, it was & permanent promotion subsequent to September 2, 
1945, for the ORC officer, and he would not receive credit under this 
section for AUS time in grade. Whereas, for the AUS officer it was 
an initial appointment, and he would be credited with service under 
this section. 

In addition this provision is applicable only to officers who were in 
an active status on January 1, 1953. It is not considered desirable 
to so limit its applicability. 

Under current promotion regulations, officers who served on active 
duty during World War II and the immediate postwar period in a 
temporary AUS grade equal to their current grade are credited with 
promotion service for this period. ‘This recommended change would 
continue this procedure. 

3. Section 803.—Present law authorizes the promotion of a Reserve 
officer to be delayed under certain circumstances only if he is on 
active duty. This authority should be extended to include those who 
are not on active duty as well. Furthermore, the existing law does not 
provide authority to remove an officer’s name from the recommended 
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list should such action be desirable nor to consider such removal as a 
failure of selection. The proposed amendments would authorize the 
Secretary to delay, under certain circumstances, the promotion of any 
Reserve officer whose name is on a recommended list, to remove his 
name from the recommended list if desirable, and to consider such 
removal as a failure of selection. These new provisions would parallel 
pra similar provisions of law governing the promotion of Regular 
officers. 

4. Section 314.—The law presently provides for separate promotion 
proceedings for Reserve officers of the Judge Advocate General’s 
Corps. This was purposely done at the time the law was drafted in 
order to provide procedures paralleling those for Regular officers of 
the Judge Advocate General’s Corps. Subsequently, however, the 
law relating to the Regular officers was changed to provide for pro- 
motion consideration on the same list with ine officers. The first 

roposed change to this section would again make the procedures for 
Reave officers parallel to that of the Regular. The second proposed 
amendment to this section is necessary to prevent delay in the pro- 
motion of officers whose names are on a recommended list below that 
of an officer whose promotion may be delayed under the proposed new 
subsection 303 (f) and the proposed new section 333. Otherwise their 
promotion could be indefinitely delayed since they could not be 
promoted before an officer whose name appears ahead of theirs on a 
recommended list. 

5. Section 325.—The present wording of the law will undoubtedly 
work considerable hardships on officers serving on active duty, espe- 
cially overseas. The present 90-day time interval between the time 
of the second passover and the date of discharge will not pose any 
problems for the inactive-duty officer but will not provide adequate 
time for the active-duty officer to effect the transition from military 
to civilian life. The proposed amendment would provide an interval 
of 120 days after the date of notification of the individual that he has 
failed of selection the second time before his discharge or transfer to 
the Retired Reserve. 

6. Section 8383.—This recommended change will give the option of 
being relieved from active duty to only those officers who do not have 
an active-duty service obligation. It is further intended to reduce the 
cost of the administration of this section by deeming a person to 
have accepted an AUS appointment thereby eliminating the several 
administrative steps necessary under the present wording to accom- 
plish such appointments. 

7. Section 337.—This amendment would delete this section since 
the proposed amendments to section 303 would make section 337 
unnecessary. 

SECTIONAL ANALYSIS 


Section 1 (a). Increase from 2 to 8 years of constructive credit for pro- 
motion purposes of persons appointed as veterinarians 


The Reserve Officer Personnel Act of 1954 presently provides that 
any person who is appointed for the purpose of, or with a view to 
assignment or designation as, a veterinary officer, shall be credited with 
@ minimum of 2 years of constructive service. This section increases 
the 2-year minimum to 3 years, This increase conforms to the action 
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taken with respect to Regular veterinary officers by Public Law 459, 
83d Congress. 


Section 1 (b). Authority to retain on active duty Reserve officers who are 
within 2 years of qualifying for retirement 

The purpose of this subsection is to provide that the appropriate 
Secretaries may, in their discretion, retain on active duty Reserve 
officers who are within 2 years of qualifying for retirement under 
certain statutes, if such officers would otherwise be eliminated because 
of failure of promotion, or eliminated for length of total service. ‘This 
subsection further provides that the officer may be retained on active 
duty only for a period not to exceed 2 years. Also, in order to be 
retained on active duty, the officer must not within the 2-year period 
attain the maximum age for transfer from an active status, or dis- 
charge, as required by this act. Officers of Regular components, after 
completing 18 years of active duty, are permitted to complete an addi- 
tional 2 years of active service required for promotion. This sub- 
section extends a similar type of opportunity to Reserve officers. 


Section 1 (c). Deletion of unnecessary subsection 


This subsection of the bill deletes section 339 (c) of Public Law 773. 
Section 339 (c) provides that an Army Reserve officer who has com- 
pleted 18 years of active service may be retained on active duty for 
an additional 2 years in order to qualify for retirement, if such officer 
would otherwise be eliminated for failure of promotion. Subsection 
1 (b) of the bill makes 339 (c) no longer necessary since such retention 
authority, among other things, is contained in the new subsection. 


Section 2. Retention of Army Reserve officers with period of obligated 
service 

The purpose of section 2 is to give effect to those provisions of law 
regulations which prevent the release of an Army Reserve officer who 
has an obligated period of service. As now written, section 333 would 

ermit such an officer to elect to be released from active duty upon 
fies recommended for promotion. This section would prevent his 
release from active duty before completing his required service and 
prevents him from serving in a higher permanent grade while on active 
duty under circumstances wherein any other Reserve officer on active 
duty could not so serve. This section expressly provides, however, 
that upon being temporarily promoted to the grade in which he was 
recommended for permanent promotion, or upon completing the period 
of required active duty, the officer upon application shall be promoted 
and restored to a position equal to that he would have attained had 
he been promoted but for the provisions of this section. 


Section 8 (a). Authority to inerease authorized numbers of Naval and 
Marine Reserve officers by 10 percent for a 5-year period 

This section provides that the Secretary of the Navy may increase 
by 10 percent the numbers authorized in terms of percentages of 
Naval or Marine Reserve officers in any grade during the period prior 
to July 1, 1960. 

The authorized grade distribution for Navy and Marine moe 
officers are controlled by the percentages contained in sections 402 (b) 
and (c). These sections further provide that the percentages will be 
based on the number of reservists in an active status. The attrition 
of officers in an active status cannot be predicted, due to the large 
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number of voluntary separation and loss to an inactive status. The 
fluctuating number in an active status does not permit fixed promotion 
planning based on the authorized grade distribution. This amend- 
ment to 402 (d), by permitting the Secre to increase during a 
5-year period the authorized numbers in each grade by 10 percent 
will assist in providing a fair opportunity of promotion for officers 
eligible for promotion. 


Section 3 (b). Authority of Secretary of the Navy to specify numbers of 
officers of stated qualifications and experience 

This amendment would amend section 403 by adding language 
authorizing the Secretary of the Navy to furnish selection boards 
considering Naval Reserve line officers, the numbers of officers of 
stated qualifications and experience required to meet mobilization 
needs in the next higher grade. 

This amendment is intended to permit the Secretary to provide 

romotional opportunities for line officers in specialized fields. This 
aarkaan would therefore provide similar treatment for reservists as 
. rie provided for Regular officers who are now defined as specialists 

y law. 


Section 3 (c). Correction of typographical error 
The purpose of this subsection is to correct a typographical error 
contained in section 405 (b) of Public Law 773. The word “‘ineligible” 


should have been “eligible” and this amendment makes such cor- 
rection. 


Section 8 (d). Authority to consider for promotion of Naval and Marine 
Corps Reserve officers whose names were omitted by administrative 
error from consideration 

The primary purpose of this amendment is to provide that those 
officers who were eligible for consideration but whose names were 
omitted by administrative error from the list furnished to the selec- 
tion boards, will remain eligible for selection. The 1954 act provides 
no means for correcting the administrative error. The subsection 
further provides that if the officer whose name was omitted is selected 
by the next selection board for promotion, he will be entitled to the 
same privileges in terms of date of rank and pay as if he had been 
selected by the board from which his name was withheld by error. 

This subsection also provides that an officer whose name is with- 
held from consideration from two selection boards for promotion 
shall be deemed to have failed twice for selection. Existing law pro- 
vides that the name of any officer otherwise eligible for promotion, 
or consideration for promotion, may be withheld from consideration 
if the officer has failed to meet eligibility requirements described by 
the Secretary of the Navy. 


Section 3 (e). Validation of promotion of Naval and Marine officers 
selected under regulations 

This section provides that officers who prior to July 1, 1955, were 
selected for promotion under appropriate naval and Marine Corps 
regulations may be promoted a the authority of this act. This 
amendment provides a transition means by which those officers who 
were selected under prior authority can be promoted under the Reserve 
Officer Personnel Act without the necessity of the reselection process 
under the act itself, which provides that after its effective date of 
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July:1, 1955, Reserve officers can be promoted under no other author- 


‘ithe regulations referred to in this section are those promulgated 
pursuant to the Armed Forces Reserve Act of 1952, which directed 
the Secretaries of the military departments to establish adequate and 
equitable systems for the promotion of Reserve officers who were in an 
active status. The only officers affected by this section would be 
those whose names had been selected, but whose promotions were not 
final prior to July 1, 1955. 


Section 4 (a). Definition of promotion service in the Air Force Reserve 

This subsection adds two categories of service to the definition of 
“promotion service.” The period within which such service is 
recognized is the period prior to the effective date of this act, which 
is July 1, 1955, and subsequently to June 25, 1950. The first type of 
service would be that service during which an officer was eligible for 
permanent Reserve promotion on the basis of service in a higher 
temporary grade. The need for the recognition of such service arises 

rimarily because of the fact that during the period in question a 
laeatines officer on active duty was technically no longer in the Reserve, 
but became a member of the active component, and no administrative 
machinery existed for promoting him in the Reserve while he was on 
active duty. ‘This type of service is recognized as the effective date 
of Public Law 773 in section 514 (a), which provides that a Reserve 
officer who is promoted to a higher temporary grade than his perma- 
nent grade while serving on active duty, shall upon application be 
promoted to the next higher permanent grade upon completing the 
minimum number of years in grade as prescribed elsewhere in the 
statute. 

This section further provides that, for promotion service purposes, 
there would be recognized that period where an Air Force Reserve 
officer served in an equivalent or higher permanent grade in the same, 
or another service, including duty in a federally recognized com- 
missioned status in the Army and Air National Guard. Subparagraph 
2 affects primarily those National Guard officers who, without this 
amendment, would receive no recognition during the period in ques- 
tion where they served in a service other than the Air Force, or where 
they served in a higher permanent grade in the Air Force Reserve. In 
addition, it would credit for promotion purposes the federally recog- 
nized commissioned time in the Army and Air National Guard.’ Such 
time is already creditable for pay purposes and, under section 501 (b) 
(5), for mandatory retirement purposes. This amendment provides 
also that no service authorized under this subparagraph shall be 
counted more than once for promotion purposes. 


Section 4 (b). Effective date of promotion for Air Force Reserve Officers 

The purpose of this amendment is to allow promotions to be made 
effective on, before, or after, the day they are announced. The 
amendment further provides that the officer shall be entitled to the pay 
and allowances authorized for the higher grade from the effective date 
of his promotion, unless otherwise provided in the Reserve Officers 
Personnel Act. 

This amendment is necessary, since the Reserve Officer Personnel 
Act of 1954, as presently written, requires premotions to be made in 
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order of seniority. Because of the tremendous administrative burdens 
imposed by the act, and because of the varying nature of the assign- 
ments and types of service of Reserve officers, it will be impossible, 
in many cases, to determine the correct order of seniority of all re- 
serves eligible for promotion at any given time. If the amendment is 
adopted, any Reserve officer who, because of the circumstances of his 
particular case, is not considered and recommended for promotion at 
the time he should have been, can be promoted retroactively at a later 
date, and thereby be restored to his proper place in the promotion 
system. 

"Galea this amendment were adopted, an Air Force Reserve officer 
who was inadvertently omitted from promotion consideration could 
not be later considered without consideration being given to all 
officers senior to him for promotion purposes. 

This amendment is similar to the provision already contained in the 

Army title of the Reserve Officers Personnel Act. 


Section 4 (c). Recognition of constructive service and determination of 
seniority for promotion purposes 

This amendment would amend section 504 so as to recognize con- 
structive service in the determination of seniority for promotion 
purposes. The amendment deletes the language concerning service 
as a commissioned officer (which definition in other parts of the act 
does not include constructive service) and substitutes the term “total 
years of service”, which in other sections of the act does include 
constructive service. 

It is necessary to recognize constructive service under section 504 
for seniority purposes since it is already recognized under section 
505 (b) for promotion service in grade. Failure to recognize con- 
structive service for seniority purposes would cause all newly ap- 

ointed officers to be placed at the bottom of the seniority list. 
Pee es 510 and 511 require the consideration and promotion of 
officers at certain points during their service which are influenced by 
constructive service credit. other section (508) prescribes that 
when an officer is considered for promotion or promoted, all officers 
senior to him must also be considered or promoted unless the promo- 
tion is to fill a unit or mobilization position vacancy. Therefore, 
without this amendment, an officer considered for promotion by 
reason of having completed service in grade or total years of service 
which includes constructive service, would force the consideration of 
other officers before the time their consideration is intended or desired. 


Section 4 (d). Technical amendment 


The purpose of this subsection is to delete section 506 (a) of Public 
Law 773 which requires that a Reserve officer in the grade of second 
lieutenant may not be promoted to the next higher grade until he 
has completed 3 years of promotion service in the grade of second 
lieutenant. Another subsection of the bill (4 (f)) provides that 
Reserve officers in the grade of second lieutenant may be promoted 
to the permanent grade of first lieutenant prior to the completion 
of 3 years of promotion service where vacancies exist and under 
regulations prescribed by the Secretary. 
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RESERVE OFFICER PERSONNEL ACT AMENDMENTS 9 
maa fe). Technical amendment to give effect to the provisions of 


The purpose of the subsection is to give effect to subsection 4 (b) 
of the bill authorizing oo intone to be made retroactive, and to 
subsection 4 (h) of the bill which provides among other things that 
permanent promotions may be temporarily withheld from certain 
officers who have a required period of active duty. 

Without this amendment section 508 of the act would prevent the 
retroactive effect of the promotion of an officer under section 502 (a), 
unless all other officers whose names were mistakenly ahead of his 
on the recommended list were promoted at the same time. It would 
also otherwise require a delay in the promotion of all officers whose 
names were on a recommended list beneath that of an officer whose 
promotion would be temporarily delayed under section 511 (c) as it 
is proposed to be amended. 


Section 4 (f). Promotion to first lieutenant in the Air Force Reserve 

This subsection provides that Air Force Reserve officers in the 
grade of second lieutenant may be promoted to the permanent grade 
of first lieutenant before the completion of 3 years of service, when- 
ever the Secretary determines there are vacancies in the grade of 
first lieutenant and pursuant to regulations prescribed by the Secre- 
tary. This subsection is similar to that now in existing law with 
9 to the promotion of second lieutenants in the Regular Air 

orce. 


Section 4 (g). Exclusion of Air National Guard officers from promotion 
based on vacancies in the entire Air Force Reserve 

The effect of this section is to exclude Reserve officers who are 
members of the Air National Guard from promotion consideration 
solely under section 510 (b) which provides that the Secretary may 
direct the consideration of Reserve officers based upon existing or 
anticipated vacancies in the Air Force Reserve. The proposed amend- 
ment would, however, permit Air National Guard officers who have 
or are about to complete the maximum permissible periods of service 
to be considered for those vacancies. This amendment was both sug- 
fo and strongly supported by the Chief of the Air Force Division, 

ational Guard Bureau, on the basis that Air National Guard officers 
considered for promotion solely on the basis of Air Force Reserve 
vacancies would be promoted out of their units earlier than necessary 
and consequently be lost to the Air National Guard. It was pointed 
out that sufficient promotional opportunities would be provided Air 
National Guard officers under the provisions provided for promotion 
on & unit vacancy or maximum length of service basis. 


Section 4 (h). Air Force Reserve officers on active duty who are pro- 
moted to a higher permanent grade 


This subsection would delete section 511 (b) and substitute the 
language of the subparagraph. 

511 (b) now provides that a Reserve officer on active duty who is 
recommended for a permanent promotion to a grade higher than that 
in which he is serving shall, before bein grep. elect either to 
serve on active duty in the grade in whick e is serving before being 
promoted, or be released. 

The basic purpose of 511 as written was to authorize the continuance 
on active duty in the grade in which he was serving of the Reserve 
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officer whose services could not be utilized in the active establishment 
in the grade to which he was recommended for promotion. This 
subsection does not revise 511 in its concept. It does change, how- 
ever, the administration of the problem. This subsection in effect 
makes unnecessary the securing of a positive election from each of 
the Reserve officers on active duty who will be promoted under the 
act. The election now required would effectively prevent the pro. 
motion of all officers whose names are on a recommended list beneath 
that of any other officer who is missing, is physically incompetent, 
or for any other reason cannot make a timely election. This was not 
the intent of the basic legislation. The amendment provides that 
the Reserve oflicer on active duty who is promoted to the next higher 
—e grade will continue to serve on active duty in the lower 
rade. 

: The subsection expressly provides that the Reserve officer may 
decline the temporary appointment in the lower grade within 6 
months after the date of order and be released from active duty. 
This subsection would not prevent the affected officers from receiving 
a temporary promotion under other provisions of law. 

Subparagraph (c) prevents the release of an officer who has a period 
of obligated service who would otherwise have the choice of electing 
to be relieved from active duty because of the fact he could not serve 
in the permanent Reserve grade to which he was recommended for 
promotion. 

This provision further provides, however, that such an officer may 
be temporarily promoted to the higher permanent grade and also 
that upon completion of his required period of active duty he shall, 
upon application, be promoted to the grade to which recommended 
and restored to the position he would have attained except for the 
provisions of subparagraph (c). 

The purpose of the subsection (d) is to prevent entitlement to the 
rank, pay, and allowances of the higher grade in the case of a Reserve 
officer who is promoted to that higher grade while on active duty, 
but who continues to serve on active duty in any lower temporary 
or permanent grade, or who, within the period prescribed in subsection 
(b), declined to accept an appointment in 1 lower temporary grade. 
It would prevent such an officer from claiming the active-duty rank, 
pay, and allowances of the grade to which he is promoted but in 
which he does not serve, including a promotion made effective retro- 
actively under section 502 (a). 


Section 4 (i). Postponement of effective date of maximum age provisions 
relating to nurses and women medical specialists; retirement as of 
the last day of the month 

This subsection amends the section providing for elimination based 
on age, by providing that instead da the officer in question being 
discharged and retired on the date he reaches the stipulated age, .he 
will be discharged on the last day of the month during which he 
reaches the maximum age for elimination. The provisions of the 
Army title of this act relating to elimination for maximum age contain 
a provision identical to that contained in this subparagraph. 

In addition, this subparagraph amends subsection 523 (d) by post- 
poning for 5 years the effective date of the provisions of existing law 
specifying the maximum age for retention in an active status. for 
nurses and women medical specialists. 
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Section 4 (j). Five-year postponement of provisions providing for elimina- 
tion based on length of service 

This subsection amends section 524 by postponing for a period of 
5 years efter the effective date of the act, the various provisions of 
section 524, all of which provide for elimination based on length of 
service. 

Without this amendment the provisions relating to the elimination 
of major generals, brigadier gerferals, and colonels from an active 
status would be postponed 2 years after the effective date of the act. 
The amending subparagraph extends this date to 5 years. Without 
this amendment officers below the grade of colonel would be eliminated 
from an active status after completing 28 years of total service on 
July 1, 1955. 

Also, the provisions of 524 relating to the elimination of female 
Reserve officers who in the rank of lieutenant colonel would be elim- 
inated after 28 vears of service, and in grades below lieutenant colonel 
who would be eliminated after 25 total years of service, are postponed 
for 5 years after the effective date of the act. These provisions would 
otherwise become effective July 1, 1955. 


Section 4 (k). Civilian employees of the Air National Guard 

Subsection (k) adds a new provision to the Reserve Officer Personnel 
Act of 1954. This provision relates only to Reserve officers who are 
civilian employees of the Air National Guard prior to the effective date 
of the act (July 1, 1955) and who would be removed from an active 
status by virtue of mandatory promotion provisions of the Reserve 
Act. This subsection provides that such employees may not, before 
attaining age 60, be removed from an active status because of the 
mandatory promotion provisions except for cause, physical disability, 
or by reason of being passed over twice for promotion to the grade of 
captain, major, or lieutenant colonel. 

his is a savings provision similar to that already contained in 

section 212 of the Reserve Officer Act which, by providing that not- 
withstanding any other provisions, Reserve officers assigned to the 
Selective Service System may be retained in an active status in such 
assignment until they become 60 years of age. 

e perpees of section 212 was to continue to make available for 
active duty and retention in an active status until at least age 60 the 
small group of experienced Reserve and National Guard officers 
assigned to the Selective Service System. 

nder existing law authority is available to order to active dut; 
with their consent from the Retired Reserve in exceptional cases suc 
officers over the age of 60 who may be required in the administration 
of the Selective Service System. 


Section 4 (k). Validation of action by Air Force selection boards prior to 
July 1, 1955 

Subsection (k) also adds another new section to the basic legislation 
by providing that the Secretary of the Air Force is authorized to take 

e necessary action regarding the convening of appropriate selection 
boards in order to assure that the act may be implemented on its 
effective date. This amendment will permit sufficient advance plan- 
pry “aoged to July 1, 1955, in order for qualified officers to be promoted 
on t date. 


UNIVERSITY OF MICHIGAN LIBRARIES 
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Section & (a). Running mates, United States Coast Guard 


This subsection concerns only Reserve officers of the Coast Guard. 
It provides that if a Regular running mate is retarded in promotion 
or fea attained the highest rank to which he may be promoted, the 
Reserve officer shall have a new running mate of the Regular Coast 
Guard who is next senior to the retarded running mate. The pur- 
pose of this amendment is to avoid penalizing Coast Guard Reserve 
officers in terms of promotional opportunities sin of their assign- 
ment of a Regular running mate who is restricted in promotional 
opportunities. This situation arises because Regular Coast Guard 
officers are classified either as general or special duty officers, depend- 
ing upon their qualifications as determined by previous training or 
experience. Those Regular officers classified as special duty officers 
are restricted in promotional opportunity as compared to the general 
duty officers. Under present law special duty officers must be assigned 
a Reserve running mate with the result that the Reserve officer would 
be retarded in the rate of promotion, thereby imposing an inequity 
on the Reserve officer through no fault of his own. This subsection 
corrects this condition. 


Section 5 (b). No retroactive pay 

Section 5 (b) amends section 608 of the Reserve Officer Personnel 
Act in order to make certain that there will be no retroactive pay 
authorized Coast Guard Reserve officers prior to their appointment 
to a higher grade. This subsection therefore clarifies the existing 
provision which technically could have permitted the authorization 
of retroactive pay prior to the date of appointment. 
Section & (c). Validation of selections prior to July 1, 1955 

This subsection provides that officers who were selected for pro- 
motion prior to July 1, 1955, may be promoted under the Reserve 
Officer Personnel Act of 1954. This provision, similar to the one 
contained in the bill with respect to Navy, Marine Corps, and Air 
Force officers, is a savings provision which avoids the necessity of 
reselecting for promotion those officers who had been selected but 
whose promotions had not been accomplished prior to July 1, 1955; 

Printed below and hereby made a part of this report are letters 
from the Department of the Navy, the Treasury Department, and the 
National Guard Bureau of the Army and the Air Force, 


COST AND BUDGET DATA 


The enactment of this bill would cause no apparent increase in the 
budgetary requirements of the Department of Defense or the Treasury 
Department. 
DEPARTMENTAL RECOMMENDATIONS 





The Department of Defense and the Treasury Department inter- 
ose no objections to the enactment of the bill as is indicated by the 
ollowing letters: 
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DEPARTMENT OF THE Navy, 
Orrice oF THE SECRETARY, 
Washington, D. C., May 4, 1956. 
Hon. Ricnarp B. Russett, 
hairman, Committee on Armed Services. 
United States Senate, Washington, D. Cc. 


My Dear Mr. Crareman: Your request for comment on the bill 8, 1718, to 

rovide certain clarifying and technical amendments to the Reserve Officer 

Paacenat Act of 1954, has been assigned to this Department for the preparation 
of a report thereon expressing the views of the Department of Defense. 

The purpose of this measure is to provide certain clarifying and technical amend- 
ments to the Reserve Officer Personnel Act of 1954. Since the passage of the act 
in September 1954 it has been under constant study in the Department of Defense. 
Although this study indicates that there are several provisions in the law which 
may require amendment in other respects at a future date, it is believed desirable 
to give the act a trial period before attempting to suggest necessary amendments. 
It is the view of the Department of Defense, however, that prior to the effective 
date of the act, July 1, 1955, it would be desirable to consider those perfecting 
Sf por proposed to be made by 8S, 1718 which will aid in the administration 
of the act. 

Inasmuch as S. 1718 is very technical in nature and the various proposed amend- 
ments do not uniformly affect the military departments, the specific comments 
relating to each proposed amendment are attached hereto as enclosures (1) and 
(2). Enclosure (1) contains the comments on that portion of 8. 1718 which 
relates to the Naval and Marine Corps Reserve; enclosure (2) contains the de- 
tailed comments on those portions of the bill affecting Reserve components of 
the Air Force. The bill would, if enacted, only slightly affect administration of 
the Reserve components of the Army. 

Subject to the detailed comments and recommendations contained in the 
enclosures, the Department of the Navy, on behalf of the Department of Defense, 
recommends the enactment of 8. 1718. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

There has been insufficient time to obtain advice from the Bureau of the Budget 
as to the relationship of this report on S. 1718 to the program of the President. 

Sincerely yours, 
ALBERT PRatTrT, 
Assistant Secretary of the Navy 
(Personnel and Reserve Forces). 


CoMMENTS AND RECOMMENDATIONS CoNCERNING THAT Portion or §. 1718 
Wuicu Re.ates TO THE NAVAL AND Marine Corps RESERVE 


1, Page 2, lines 6-11.—The Department of the Navy concurs in the purpose of 
this amendment to section 402 (d). It is noted, however, that the proposed 
proviso negates to a considerable extent the provision in the present second 
sentence of section 402 (d). Moreover, the reference to “promotions under this 
section,” appearing in lines 10 and 11, is inaccurate because section 402 relates to 
numbers of officers in each. grade rather than to promotion action. Accordingly 
sf is nn that lines 6 through 11 be deleted and the following substituted 

erefor: 

‘Section 402 (d) be amended by changing the comma in the second sentence toa 
colon, by striking out the remaining words in that sentence and by adding the 
following: ‘Provided, That the authorized numbers of Reserve officers in any grade 
may be temporarily increased by the Secretary, if necessary, to permit promotions 
under this title.’ ” 

2. Page 2, lines 23-25 and page 8, lines 1-10.—The Department of the Navy 
concurs in this proposed amendment to section 405 (d). It is recommended, 
however, that the following amendments he made: 

(a) Page 3, line 5; After the word ‘‘failed” insert the word “of”. 

(b) Page 3, line 8: After the word “date” delete the words “‘or rank and the pay 
and allowance” and substitute the words “of rank and to pay and allowances of 
the higher grade for duty performed”. 

3. Page 8, lines 11-19.—-The Department of the Navy recommends that this 
proposed amendment to section 411 (d) be deleted from 8. 1718 and that the 
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present language of section 411 (d) be retained. It is the view of this Department 
that the proposed amendment is technically defective in that it would provide for 
the retention or elimination from an active status of women Reserve officers in 
accordance with the law providing similar authority for male officers. The Re- 
serve Officer Personnel Act presently assimilates the provisions of law pertaining 
to the forced attrition of women’ Regular officers to the elimination of Reserve 
officers from active status, paralleling the similar assimilation of the provisions of 
law pertaining to the promotion of women Regular officers. It is the view of this 
Department that as far as possible Reserve officers should be administered under 
laws and policies similar in each case to those under which Regular officers of a 
similar category are administered. The proposal that women Reserve officers 
be retained on the same basis as male officers of the active list are retained would 
be a conspicuous and unjustified exception to this principle, and especially undesir- 
able because it would be unrelated to the provisions of law under which women 
Reserve officers would be considered for promotion, 

4. Page 3, lines 20-25 and pege 4, lines 1 and 2.—This proposed amendment 
adding a new section to title fy of the Reserve Officer Personnel Act of 1954 is 
very desirable. It is recommended, however, that on page 3, line 24, the words 
“as amended,” be deleted. The use of the qualification “as amended” in the 
reference to the Armed Forces Reserve Act of 1952 is a technical error of undeter- 
— effect inasmuch as section 216 (a) of the act ‘‘as amended”’ is a repealed 
section, 


CoMMENTS AND RECOMMENDATIONS ConceRNING TaraTt Portion or 8S. 1718 
Wuicu Retates To THE ResERVE COMPONENTS OF THE AIR ForcE 


Section 205 (a) and (b); pages 1 and 2, lines 10 and 8, respectively.—No objection, 
However, it should be noted that officers who have over 18 years of active military 
service for retirement under title II, Army and Air Force Vitalization and Retire- 
ment Equalization Act of 1948, necessarily have over 18 years for retired-pay pur- 
poses under title III. Further, no saving provision is provided an officer on 
active duty who is already qualified for retired pay under title III but who is 
within 2 years of qualifying for retirement under title II. To overcome this 
etcienes an amendment is proposed herein to add a new subsection (e) to sec- 
tion 524. 

Section 501 (b); page 4, line 3—Object. The seniority provisions in ROPA 
were designed to parallel those of the Officer Personnel Act of 1947 for Regular 
officers. Service in temporary grade does not count for seniority in permanent 
grade for Regular officers and should not count for Reserve officers. Further, in 
order to credit service in grade under the proposed amendment, the records of all 
Reserve officers would have to be searched. This would impose a great adminis- 
trative burden on the Air Force, necessitating an extension of the effective date of 
the act. 

Section 502 (d); page 4, line 8.—No objection. However, in view of subsequent 
recommended amendments, it is recommended that on line 14, after the word 
“date” the following be inserted: “unless expressly provided otherwise.” 

Section 511 (b); page 4, line 6.—Object. It is recommended that the present 
subsection 511 (b) be deleted and the following subsections be substituted therefor: 

““(b) Except as provided in subsection (c), a Reserve officer on active duty who 
is promoted to a grade higher than that in which he is serving shall continue to 
serve on active duty in the grade in which he was serving immediately before that 

romotion, and may be appointed in a temporary sents which is equal to that 
ower grade. An officer who is so appointed in a temporary a is considered 
to have accepted the appointment upon the date of the orders announcing it 
unless he expressly declines it, and need not take a new oath of office upon being 
60 appointed. However, he may decline the appointment within six months 
after the date of the order announcing it, and shall be released from active duty.” 

The p se of this amendment is to authorize the continuance on active duty 
in the grade in which he is serving, of a Reserve officer who would otherwise be 
required to serve in a grade in which his services could not be utilized in the active 
establishment. In this respect, the present subsection (b) would not be changed 
in substance or intent. In administrative effect, however, the amendment would 
make unnecessary the securing of a positive election from each of the thousands 
of Reserve officers on active duty who will be promoted under the act. The 
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eleetion now required by subsection (b) would effectively prevent the promotion 
of all officers whose names are on @ recommended list beneath that of any other 
officer who is missing, is physically incompetent, or who for any other reason 
cannot make a timely election. This would result in a nullification of the whole 
act. An officer who cannot make a timely election, could not be temporarily 
appointed in a lower active duty , Since there would be no presumption of 
acceptance of the ye een and he would not be able to execute the required 
oath of office. In addition, subsection (b) as presently written, requires affirma- 
tive action by an officer before he may be promoted. The amendment, however, 
makes possible the promotion of each recommended officer without the necessity 
of any affirmative action by the officer concerned, unless he wishes to be relieved 
from active duty. 

“(c) A Reserve officer on active duty who has not completed his period of 
required active duty as a member of a reserve component under any provision 
of law or regulations, and who is recommended or found qualified for promotion, 
may not be promoted until he completes that period of required active duty, or 
until he is temporarily promoted to: that higher grade. Upon completing that 
period of required active duty or upon being temporarily promoted to that higher 
grade; he shall if he applies therefor, be promoted, be subject to subsection (b), 
and be credited with the amount of promotion service in the higher grade that he 
would have had if he had been promoted but for the provisions of this subsection.” 

The purpose of the pro subsection (c) is to give effect to those provisions 
of law or regulation which prevent the release of an officer who has an obligated 
period of service. As now written section 511 (b) would permit such an officer 
to elect to be released from active duty upon being recommended for promotion. 
The proposed amendment would prevent his release from active duty before com- 
pleting his required service and prevents him from serving in a higher grade while 
on active duty under circumstances wherein any other Reserve officer on active 
duty could not so serve. However, the amendment does not penalize the officer 
with obligated service, since after completing his required service he is promoted, 
restored to a position equal to that which would have attained had he been 
promoted but for the provisions of the amendment, and given the same oppor- 
tunity of election under subsection (b), as amended, as is given to other Reserve 
officers. The total effect of the amendment is to restore equity between officers 
with obligated service and those who have completed their obligated period of 
service. 

“(d) A Reserve officer who, while he is serving on active duty, is promoted toa 
grade higher than the grade in which he is serving, may not serve on active duty 
in the grade to which promoted, or be entitled while on that a of active duty 
to the rank, pay, and allowances of that higher grade, unless he is ordered to serve 
on active duty im that higher grade or is temporarily promoted to that higher 


The purpose of the proposed subsection (d) is to prevent entitlement to the 
rank, pay, and allowances of the higher grade in the case of a Reserve officer 
who is promoted to that higher grade while on active duty, but who continues 
to serve on active duty in any lower temporary or permanent grade, or who, 
within the period prescribed in subsection (b), declined to accept an appointment 
in a lower temporary grade. It would prevent such an officer from claiming the 
active duty rank, pay, and allowances of the grade to which he is promoted but 
in which he does not serve, including a promotion made effective retroactively 
under section 502 (a). 

Section 524 (a) and (b); e 5, line 16.—No objection. In the interests of 
equity it is reeommended that a similar postponement provision be included in 
subsections (c) and (d) of the act. 

In addition to the foregoing, it is recommended that the following provisions 
be adopted. Amend section 506 by deleting subsection (a) thereof and substitut- 
ing the following: 

“A Reserve officer in the grade of second lieutenant who is on active duty or 
active duty for training, or who is Liye full-time training duty under sec- 
tion 99 of the National Defense Act (44 Stat. 674), as amended, may be promoted 
to the temporary grade of first lieutenant when he has completed the amount of 
promotion service in the grade of second lieutenant prescribed by the Secretary. 
An officer who is so promoted is entitled to the pay, allowances, and benefits 
authorized by law for the higher grade from the effective date of the promotion.” 
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The purpose of this amendment is to make this section compatible with the 
amendment to section 509 on page 4, line 19 of 8. 1718. This amendment is 
n since section 506 (a) as now written permits the promotion of second 
lieutenants only after completing 3 years of promotion service in that grade. 
Officers who are on active duty in the grade of second lieutenant may be tempo- 
rarily promoted under present provisions of law, but officers in that grade who are 
performing full-time a uty under section 99 of the National Defense Act 
would not be entitled to the pay, allowances, and benefits of the promotion 
under present provisions of law. 

Amend section 508 (c) by adding after the words “of this title” in the last 
sentence thereof the following words: “‘and except as may be necessary to carry 
out sections 502 (d) and 511 (c) of this title.” 

The purpose of this amendment is to give effect to the amendments proposed 
to be made to section 502 (d) of the Reserve Officer Personnel Act 1954 in 
authorizing promotions to be made retroactively, and to the amendment proposed 
to be made to section 511 (c) of the act to withhold temporarily the promotion of 
certain officers who have a required period of active duty. Without this amend- 
ment section 508 of the act would prevent the retroactive effect of the promotion 
of an officer under section 502 (d), unless all other officers whose names were 
mistakenly ahead of his on the recommended list were promoted at the same 
time. It would also otherwise require a delay in the promotion of all officers whose 
names were on a recommended list beneath that of an officer whose promotion 
would be temporarily delayed under section 511 (c) as it is proposed to be amended. 

Amend section 524 by adding the following new subsection: 

“(e) A Reserve officer serving on active duty who, on the date he would other- 
wise be removed from an active status under section 522 or 524 of this title, is 
within 2 years of qualifying for retirement under title II, Army and Air Force 
Vitalization and Retirement Equalization Act of 1948 (62 Stat. 1084), may, in the 
diseretion of the Secretary, be retained on active duty for a period not to exceed 
2 years if he will then be entitled to the benefits of that title and will not earlier 
attain the maximum age at which transfer from an active status or discharge is 
required by this act. He shall not be removed from an active status so long as he 
remains on active duty.” 

The purpose of the proposed subsection (e) is to allow certain Reserve officers 
who are on active duty and who are within 2 years of qualifying for retirement to 
be retained on active duty for a period of not to exceed 2 years, if they will then 
be qualified for retirement under title II of the Army and Air Force Vitalization 
and Retirement Equalization Act of 1948, and will not then have reached the age 
at which discharge or transfer to the Retired Reserve is otherwise required by 
title V of the Reserve Officer Personnel Act of 1954. The amendment comple- 
ments the authority contained in section 205 of the Reserve Officer Personnel Act 
to retain an officer in an active status, for not longer than 3 vears, in order to 
enable him to beeome qualified for retired pay under title III of the Army and 
Air Force Vitalization and Retirement Equalization Act, and provides the same 
opportunity for retention as is provided officers of the Army under section 339 (c) 
of the Reserve Officer Personnel Act. 

At the end of title V, add the following: 

“Sec. 527. Notwithstanding section 701 of this Act, the Secretary is authorized 
to take, prior to the effective date of this Act, such administrative actions, includ- 
ing the convening of appropriate selection boards, as may be necessary to insure 
that the Act may be implemented upon its effective date.” 

The purpose of this amendment is to permit the Secretary to convene selection 
boards under the authority of this act sufficiently in advance of July 1, 1955 to 
permit promotion of qualified officers on that date. 


Treasury DEPARTMENT, 


Washington, May 6, 1955. 
Hon. Ricnarp B. Russet, 


Chairman, Committee on Armed Services 
United States Senate, Washington, D. Cc. 
My Dear Mr. Cuatrman: Reference is made to the request of your com- 
mittee for the views of the Treasury Department on 8. 1718, to provide certain 
clarifying and technical amendments to the Reserve Officers Personnel Act or 1954. 
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The: of 8.1718 is to effect certain technical and clarifying amendments. 
to the Officers Personnel Act of ort Pay the proposed amendment of 
section 606 of the act affeets the Coast. 1 Reserve, the other amend- 


ments proposed in the bill do not affect the Coast Guard, the Treasury Depart- 
ment does not desire to comment on them. oe 

The purpose of the proposed amendment to section 606 of the act is to exclude 
Regular Coast Guard officers who are restricted in promotional opportunity from 
being assigned as running mates to Coast Guard rve officers. A proposed 
substitute amendment to section 606 designed more effectively to accomplish 
the result intended is set forth in the memorandum attached. 

Also set forth therein is a proposed amendment to section 608 of the act to make 
it clear that that section does not entitle certain Coast Guard Reserve officers 
to substantial amounts of retroactive pay. 

Also proposed in the memorandum is a new section 619 to be added to title VI 
of the act to — that Coast Guard Reserve officers selected for promotion 
prior to July 1, 1955, under appropriate regulations may be promoted under the 
authority of the act with precedence and entitlement to pay and allowances as 
prescribed by the act. 

The Treasury Department favors the enactment of that part of S. 1718 affect- 
ing the Coast Guard with the amendments proposed. 

In view of the request for the expedition of this report, it has not been possible 
to obtain the customary Bureau of the Budget clearance prior to its submission, 

Very truly yours, 
H. Cuarman Rosse, 
Acting Secretary of the Treasury. 


Memoranpum Re §&§. 1718, To Proving Certain Ciariryine anp TECHNICAL 
AMENDMENTS TO THE ResERVE Orricers PERSONNEL Act or 1954 


S. 1718 would, in part, amend sections 606 (a) and 606 (b) of the Reserve Officer 
Personne! Act of 1954 to exclude Regular Coast Guard officers who are restricted 
in promotional opportunity from being assigned as running mates of Coast Guard 
Reserve officers. The effect of this amendment would be to remove a limitation 
on a Coast Guard Reserve officer’s opportunity for promotion. | Section 606 of the 
Reserve Officer Personnel Act provides that each officer of the Reserve in an active 
status shail have a running mate who shall be the officer of the Regular Coast 
Guard of the same grade, exclusive of extra numbers, who is next senior to him in 
precedence, as determined in the manner provided. Promotion of the Reserve 
officer is tied to the promotion of the,running mate, Certain Regular Coast 
Guard officers qualified oniy for special duty are restricted in promotional oppor- 
tunity, i. e., their promotion may be retarded as compared with that of officers 
not so restricted. If a Reserve officer has as a running mate a Regular officer so 
restricted the Reserve officer’s opportunity for wot ge is adversely affected. 

Although the language of the proposal in 8. 1718 to amend section 606 is 
identical with that submitted by the Treasury Department to the 83d Congress, 
later studies have indicated that to entirely exclude Regular Coast Guard officers 
who are restricted in promotional opportunity from becoming running mates 
works an inequity upon them. In addition, in some instances, an inequity is 
worked upon the Reserve officers. As a result of such studies, new language has 
been developed to minimize such inequities. The new proposal results in the 
removal of all inequities as they relate to the Reserve officers and removes those 
inequities from the Regular officers restricted in promotional opportunity to the 
extent that retardation in rate of promotion is not inherent in the regulations 
providing for their ——, It is believed that the new proposal more closely 
approximates the fundamental concepts of a true running mate system and 
will, therefore, accomplish the desired objective of maintaining, insofar as possible, 
the status quo regarding relative precedence and of promotion between Reserve 
officers and Regular officers restricted in promotional sppreuniey. 

Accordingly, it is reeommended that the part of the bill which seeks to amend 
sections 606 (a) and 606 (b) be deleted and the following submitted in lieu 
thereof: 


“Subsection 606 (b) be amended by adding a new paragraph as follows: 

“*(4) If a running mate is retarded in rate or promotion or has attained the 

hest rank to which he may so oe cag the new running mate shall be the 
who is next senior to the old running mate, 


officer of the Regular Coast Gu 
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exclusive of extra numbers, or if there be no such Regular officer then the lar 
officer of the same grade who is next eligible for iotion. An officer shall be 
considered to have been retarded when another r in his grade junior to him is 
eligible for promotion ahead of him. If subsequently the old running ‘mate is 
promoted and is restored to the precedence he would have held but for the retar- 
com shall be reassigned as the running mate of the Reserve officer con- 
cerned. 

Inasmuch as certain proposed amendments have now been introduced in subject 
bill, it appears desirable to recommend a further amendment which was previously 
transmitted to the Senate Armed Services Committee by the Treasury Depart- 
ment’s letter of April 2, 1954. In that letter it was stated that reconsideration of 
the language in section 608 of the act has led to the conclusion that the section as 
previously worded might entitle some Reserve officers to substantial amounts of 
retroactive pay; that the language was not intended to have that. result but rather 
to prevent discrimination against officers on inactive duty because of necessary 
administrative delay in effecting promotions of those officers. Accordingly, it is 
a that the following additional amendment be proposed for inclusion 
in 8. 1718: 

“Section 608 be amended by deleting all in the section following the word 
‘service’ and substitute in lieu thereof the following: 

“« ‘and a Reserve officer so promoted shall be allowed pay and allowances of the 
higher grade for duty performed from the date of his appointment thereto.’ ” 

It is understood that there is some doubt concerning the legality of the pro- 
motions effected subsequent to July 1, 1955, the effective date of the act, from 
promotion lists established prior to such date. Accordingly, it is recommended 
that the act be amended by adding a new section 619 to read as follows: 

“Suc. 619. Officers who, prior to July 1, 1955, were selected for promotion under 
appropriate regulations may be promoted under the authority of this Act with 
precedence and entitlement to pay and allowances as prescribed by this Act.” 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation: 


Existine Law Tue Brut 


(PUBLIC LAW 779, 83D CONG.) 


Sec. 201. * * * Any such person 
who is appointed for tne purpose of or 
with a view to assignment or designation 
as a medical officer, a dental officer, a 
veterinary officer, a judge advocate 
ete specialist of tne Naval Reserve or 

oast Guard Reserve), or a chaplain, 
shall, for the purpose of this Act only, 
be credited with a minimum amount of 
service in an active status of four years, 
three years, two years, three years, or 
three years, respectively, and a person 
holding a degree of Doctor of Philoso- 
phy, or comparable degree, in a science 
allied to medicine as may be determined 
by tne appropriate Secretary, may be 
credited with a minimum amount of 
service in an active status of three years 
if appointed for assignment as an officer 
in the Medical Service Corps of the 
Army or in a comparable assignment in 
another Armed Force. 


That (a) the second sentence of section 
201 of the Reserve Officer Personnel 
Act of 1954 is amended by striking out 
the word “two” and substituting in lieu 
thereof the word “‘three”’, 
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Existrne Law 


Sec. 205. (a) Notwithstanding any 
other provision of this Act, except as 
provided in sections 328 and 339, if on 
any date prescribed for the transfer 
from an active status or discharge of 
any Reserve officer, he has been credited 
with, or is entitled to be credited with 
eighteen or more, but less than nineteen, 
years of satisfactory Federal service for 
retired pay ery under the provi- 
sions of title III of the Army and Air 
Force Vitalization and Retirement 
Equalization Act of 1948, as amended, 
such officer shall not, without his con- 
sent, be transferred from an active status 
or discharged pursuant to this Act prior 
to the date on which he is credited with 
twenty years of such satisfactory Fed- 
eral service, or prior to the third anni- 
versary cf the date on which he would 
otherwise be transferred from an active 
status or discharged, whichever is 
earlier, unless transferred or discharged 
for physical disability, cause, or by 
reason of attaining the maximum age 
at which transfer from an active status 
or discharge is required by this Act. 

(b) Notwithstanding any other pro- 
visions of this Act, except as provided 
in sections 328 and 339, if on any date 
prescribed for the transfer from an 
active status or discharge of any Reserve 
officer, he has been credited with, or is 
entitled to be credited with nineteen cr 
more, but less than twenty years of 
satisfactory Federal service for retired 
pay ro under the provisions of 
title III of the Army and Air Force 
Vitalization and Retirement Equaliza- 
tion Act of 1948, as amended, such 
officer shall not, without his consent, 
be transferred from an active status 
or discharged pursuant to this Act 
prior to the * * * 

Sec. 339. (c) A Reserve officer serving 
on active duty on the effective date of 
this Act who on the date he otherwise 
would be removed from an active status 
under section 325 has completed at least 
eighteen but less than twenty years of 
active Federal service under title II 
Army and Air Force Vitalization and 
Retirement Equalization Act of 1948 (62 
Stat. 1084) may, in the discretion of the 
Secretary, be retainied on active duty 
until he completes twenty years of active 
Federal service provided he will then be 
entitled for the benefits under that title 
and will not earlier attain age sixty. 
He shall not be removed from an active 
— so long as he remains on active 

uty. 


THE BIL 


» (b) Section 205 of such Act is 
amended by inserting at the end thereof 
the following new subsection: 


“‘(c) (1) A Reserve officer serving on. 


active duty who, on the date he would 
otherwise be removed from active status 
under sections 325, 327, 411, 522, 524, 
or 611 of this Act is within two years of 
re for retirement under either 
title II of the Army-Air Force Vitaliza- 
tion and Retirement Equalization Act 
of 1948 (62 Stat. 1084), or section 6 of 
Public Law 305, of the Seventy-ninth 
Congress (60 Stat. 27), may, in the 
discretion of the Secretary, be retained 
on active duty for a period not to 
exceed two years if he will then be 
entitled to the benefits of such provi- 
sions of law and will not earlier attain 
the maximum age at which transfer 
from an active status or discharge is 
required by this Act. He shall not be 
removed from an active status as long 
as he remains on active duty. 

(2) The term ‘maximum age’ as used 
in this section shall, in the case of an 
officer covered by sections 325 and 327 
hereof, be the age authorized by the 
first paragraph of section 326 (a) of 


See. 339 (c) of such Act is hereby 
repealed. 
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Sec. 333, A Reserve officer serving on 
active duty who is recommended for pro- 
motion to a grade higher than that in 
which serving shall prior to promotion 
elect either to serve on active duty in 
the temporary grade which he holds or 
to which he may be appointed equal to 
or higher than the grade held at the 
time of such election, or to be relieved 
from active duty. 


Src. 402. (d) The Secretary shall 
prescribe the number of Reserve officers 
in each grade who may be promoted 
annually under the provisions of this 
title. The number which shall be so 
prescribed for each grade shall be the 
number determined to be necessary to 
provide equitable opportunity for pro- 
motion among succeeding groups of 
Reserve officers and an adequate con- 
tinuing strength of Reserve officers in 
an active status, and shall not cause 
the number of Reserve officers in active 
status in any grade to exceed the num- 
ber authorized in this section for that 


e. 

Src. 403. The law now existing or 
hereafter enacted relating to the selec- 
tion for promotion of an officer of the 
corresponding regular component shall 
apply to an officer of the reserve com- 
ponent, except as otherwise provided in 
this Act, or except as may be necessary, 
in the discretion of the Secretary, to 
adapt such provisions to the reserve 
component. The relationship between 
officers of the line and staff corps of the 
Naval Reserve shall conform to that 
prescribed for line and staff officers of 
the Regular Navy in respect to a de- 
termination of the number of staff 
officers which may be recommended for 
promotion. 

Sec. 405. (b) A male Marine Corps 
Reserve officer of any grade higher than 
second lieutenant shall be in a promotion 
zone when his running mate or any male 
Reserve officer junior to that Reserve 
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Sec. 2. Section 333 of the Reserve 
Officers Personnel Act of 1954 is 
amended (1) by striking out “A Re- 
serve” and inserting in lieu thereof “(a 
Except as provided in subsection 
hereof, a Reserve,” and (2) by inserting 
at the end thereof the following new 


subsection: 

“(b) A Reserve officer on active duty 
who has not completed his period of 
required active duty as a member of a 
Reserve com ponent under any provision 
of law or regulations, and who is rec- 
ommended or found qualified for promo- 
tion, may nct be promoted until he 
completes that period of required active 
duty, or until he is temporarily pro- 
moted to that higher grade. Upon com- 
pleting that period of required active 
duty or — being temporarily FG 
moted to that higher grade, he shall, if 
he applies therefor, be promoted, be sub- 
ject to subsection (a), and be credited 
with the amount of promotion service in 
the higher grade that he would nave had 
if he had been promoted but for the 
provisions of this subsection.” 

Sec. 3. (a) Section 402 (d) of the 
Reserve Officer Personnel Act of 1954 
is amended by striking out the period 
at the end thereof and inserting a comma 
and the following: “except that until 
July 1, 1960, each such number au- 
thorized in this section for each grade, 
may, if necessary, be increased by not 
to exceed 10 per centum by the Secre- 
br to permit promotions under this 
title.”. 


(b) Section 403 of such Act is 
amended by adding at the end thereof 
the following sentence: “Within the 
number to be selected which the Secre- 
tary may furnish to a selection board 
considering Naval Reserve line officers 
in any grade, the Secretary may further 
specify numbers of officers of stated 
qualifications and experience who are 
required to meet mobilization needs in 
the next higher grade.’’. 


(c) The second sentence of section 
405 (b) of such Act is amended by strik- 
ing out “ineligible” and inserting in lieu 
thereof ‘eligible’, 
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ExistTine Law 


officer is in or above a promotion zone 
atid shall then become eligible for con- 
sideration by a selection board for pro- 
motion to the next higher grade. A 
woman Marine Corps Reserve officer of 
any grade higher than second lieutenant 
shall be eligible for consideration for 
promotion when her running mate, or 
any woman Reserve officer junior to that 
woman Reserve officer, becomes in- 
eligible for consideration by a selection 
board for promotion to the next higher 


e. 

Src. 405. (d) The name of any officer 
who is otherwise eligible for considera- 
tion for selection for promotion under 
subsection (a) or (b) of this section, or 
for promotion under subsection (c) of 
this section, but who has failed to meet 
requirements for eligibility prescribed by 
the Secretary of the Navy, may be with- 
held from consideration. 


TITLE V—THE RESERVE COM- 
PONENTS OF THE AIR FORCE 


Src. 501. (a) This title applies only 
to the Air Force. 

(b) As used in this title— 

(1) “Promotion service” means serv- 
ice in an active status in current grade, 


. THe BILL 


(d) Section 405 (d) of such Act is 
amended by adding at the end thereof 
the following new sentence: ‘An officer 
whose name. is so withheld from con- 
sideration from two selection boards for 
promotion to the same next higher grade 
shall be deemed to have failed twice of 
selection. An officer who has met all 
requirements for eligibility for considera- 
tion but whose name is omitted by 
administrative error from the list of 
officers furnished a selection board, shall 
be considered not to have failed of 
selection by that board and if selected 
by the next selection board to con- 
sider for promotion officers of the same 
grade he shall be entitled to the same 
date of rank and to pay and allowances 
of the higher grade for duty performed 
from the same date as if he had been 
selected by the board from which his 
name was withheld by error.” 

(e) Title IV of such Act is amended 
by adding at the end thereof the follow- 
ing new section: 

“Sec. 414. Officers who prior to 
July 1, 1955, were selected for promo- 
tion under appropriate Naval and 
Marine Corps regulations ars ap: gee 
pursuant to subsection 216 (a) of the 
Armed Forces Reserve Act of 1952, as 
amended, may be promoted under the 
authority of this Act with precedence 
and entitlement to pay and allowances 
as prescribed by this Act.” 


Sxc. 4. (a) Section 501 (b) (1) of the 
Reserve Officer Personnel Act of 1954 
is amended to read as follows: 

“(1) ‘Promotion service’ means— 

“(A) service in an active status 
in current grade; and 

“(B) all service in an active 
status subsequent to June 25, 1950, 
and prior to the effective date of 
this Act (i) during which an officer 
was eligible for permanent promo- 
tion on the basis of service in a 
higher temporary grade, or (ii) in 
an equivalent or higher permanent 
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Sec. 502. (a) A Reserve officer may 
3 promoted only as provided in this 
title. 

(b) To be in an active status, a Re- 
serve officer, other than an adjutant 
general or an assistant adjutant general 


of a State, a Territory, or the District 
of Columbia, must attain, in the course 
of any period of twelve consecutive 
months applicable to him, the mini- 
mum number of points prescribed by 
the Secretary pursuant to section 202 
of this Act. owever, the minimum 
number of points shall be prescribed 
before the beginning of the period for 
which applicable. 

(c) (1) For a Reserve officer who, on 
July 1, 1949, was a member of a reserve 
component of the Air Force and has 
not been removed from an active status 
since that date, computation of points 
shall be made for periods of twelve con- 
secutive months beginning on July 1 of 
each year and ending on June 30 of the 
next year until he is removed from an 
active status. 

(2) For a Reserve officer who is ini- 
tially appointed as a Reserve officer of 
the Air Force, or who is returned to an 
active status, after July 1, 1949, com- 
putation of points shall be made for 
periods of twelve consecutive months 
beginning on the date of his appoint- 
ment or his most recent return to an 
active status and on each anniversary 
of such appointment or most recent 
return to an active status thereafter. 

Sec. 504. (a) For promotion purposes, 
seniority among Reserve officers is deter- 
mined as follows: 

(1) Officers in any grade shall be 
senior to all officers in any lower grade; 

(2) Among officers of the same grade— 

(A) the officer with the longest 
period of promotion service in 
grade is the senior; 

(B) when seniority determined 
under clause (2) (A) is the same, 
the officer with the longest service 
as a commissioned officer (includin 
service in the federally rec nieed 
National Guard or in a federally 





THe Bri. 


grade in the same or another serv- 

ice, including service in a federally 
oe commissioned status in 
the Army and Air National Guard, 
except that any such service au- 
tho under this subparagraph 
shall be counted but once for pro- 
motion pu ¥ 

(b) Section 502 of such Act is amended 
by adding at the end thereof the follow- 
ing new subsection: 

‘(d) To carry out the provisions of 
this title a promotion may be made 
effective before, on, or after the date 
accomplished, and the officer shall be 
entitled to pay, allowance, and benefits 
authorized by law for the higher grade 
from such effective date unless expressly 
provided otherwise in this Act.” 


(c) Section 504 (a) (2) (B) of such 
Act is amended by striking out “longest 
service as a commissioned officer (in- 
shuding. service in the en recog- 
nized National Guard or in a ederally 
recognized status therein prior to 1933)” 
and inserting in lieu thereof “greatest 
number of total years of service”. 


recognized status therein prior to 


1933) is the senior; and 


(C) in all other cases the Secre- 


tary shall establish seniority. 
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Existing Law 
Sxc. 506. (a) A Reserve officer in the 


(4) 
grade of second lieutenant may not be amended ( 


promoted to, or federally recognized in, 
the next higher grade until he has com- 
three years of promotion service 

the le of second lieutenant. 

(b) A Reserve officer in a grade above 
second lieutenant, other than an adju- 
tant general or assistant adjutant = 
eral of a State, a Territory, or the 
trict of Columbia who holds his grade as 
a Reserve officer solely because of his 
position as an adjutant general or an 
assistant adjutant general, may not be 
considered by a selection for pro- 
motion, or examined by a Federal 
recognition board for Federal recogni- 
tion in the next higher grade, until he 
has completed the following minimum 
— of years of promotion service in 
grade: 


—_—— number of Lange = 
Grade a 

First lieutenant............... 2 
OS REPEAT EAE i 4 
I st irene cached nel nineties ducetiies 4 
Lieutenant colonel_............ 3 
OS EA RG 1 
Brigadier general_............. 1 


Sec. 508. (a) Selection boards to con- 
sider officers for promotion shall be 
convened from time to time in such 
number, and under such regulations, as 
the Secretary may prescribe, 

(b) Except when it is considering offi- 
cers under section 513 of this title and 
except for officers covered by section 522 
of this title who may not be considered 
at that time, whenever a Reserve officer 
is being considered by a selection board 
for promotion, the board shall consider 
all Reserve officers in that officer’s 
grade who are senior to him and whose 
a are not carried on a recommended 

(c) The name of each Reserve officer 
who is recommended for promotion by 
a selection board shall be placed on a 
recommended list for promotion, and 
carried thereon until the officer is pro- 
moted to the grade for which recom- 
mended or until his name is removed 
therefrom under another provision of 
this Act. The names of Reserve officers 
recommended by such a selection board 
shall be placed on the appropriate 
recommended list below the names of 
Reserve officers recommended by any 
prior selection board but in the same 
order as existed among themselves at the 
time of their consideration by the selec- 
tion board. Except as provided in 
sections 513, 519, and 521 (1) of th 


title, no Reserve officer. whose name i 


THe Bw. 


Section 506 of such Act is 
(a) alan pha P striking o enamg 
) ’ 

“(b)” and inserting in oon thereof “(a)”. 


(e) The fast sentence of section 
508 (c) of such Act is amended by 
inserting after the word “sections” the 
following: ‘502 (d), 511 (c),”. 
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on a recommended list may be promoted 
ahead of any other officer whose name 
precedes his on the same recommended 


t. 

Src. 509. (a) Except as provided in 
subsection (b) of this section, each officer 
of the Air Force Reserve in an active 
status in the grade of second lieutenant 
who is found to be qualified for promo- 
tion shall be promoted to the grade of 
first lieutenant effective on that date 
upon which he completes three years of 
promotion service in grade. 

(b) A Reserve officer in the grade of 
second lieutenant who completes three 
years of promotion service in grade and 
who is found not qualified for promotion, 
shall, notwithstanding any other provi- 
sion of law except section 204 or 205 of 
this Act, be discharged. 

Sec. 510. (a) Irrespective of the ex- 
istence of a vacancy in the next higher 
grade, each Reserve officer in the grade 
of first lieutenant, captain, or major 
shall be considered for promotion suffi- 
ciently in advance of the date on which 
he completes four, seven, or seven years 
of promotion service in grade, respec- 
tively, and seven, fourteen, or twenty- 
one total years of service, respectively, 
so that, if recommended for promotion 
by the selection board, he may be pro- 
moted effective on the date upon which 
he completes that service. 

(b) Based upon the number of exist- 
ing and anticipated vacancies in the Air 
Force Reserve in the grade of captain, 
major, or lieutenant colonel, the re- 
tary may direct a selection board to 
consider and recommend Reserve offi- 
cers for promotion to those grades. The 
names of the officers to be considered 
shall include— 

(1) the name of the senior officer 
in the grade of first lieutenant, cap- 
tain, or major, as the case may be, 
and whose name is not on a recom- 
mended list; and 

(2) the name of such additional 
officers in those grades, in order of 
seniority, as the Secretary may 
prescribe. 

Sec. 511. (b) A Reserve officer on 
active duty who is recommended for 
promotion to a grade higher than that 
in which he is serving, shall, before 
being promoted, elect to serve on active 
duty in the grade in which he is then 
serving or be released. 


THE Bi. 


(f) Section 509 of such Act is amend- 
ed (1) striking out in subsection (a) 
thereof “subsection (b)” and inserting 
in lieu thereof “subsections (b) and (c)’’, 
and (2) by adding at the end thereof the 
following new subsection: 

““(c) Whenever the Secretary deter- 
mines that there are vacancies in the 

rmanent grade of first lieutenant 

rve officers in the grade of second 
lieutenant under regulations prescribed 
by the Secretary, may be promoted to 
the permanent grade of first lieutenant 
before completion of three years of pro- 
motion service.” 


(g) Section 510 (b) of such Act is 
amended by striking the period at the 
end of paragraph 2 thereof and insert- 
ing a semicolon and the following: “‘and 

““(3) only those rve officers 
of the Air National Guard of the 
United States who must be con- 
sidered at that time in accordance 
with the provisions of subsection 
(a) of this section.” 


(h) Section 511 of such Act is 
amended by striking out subsection 
{o) and inserting in lieu thereof the 
‘0 at | new subsections: 

“(b) Except as provided in subsection 
©) hereof, a e officer on active 
uty who is promoted to a grade higher 
than that in which he is serving shall 
continue to serve on active duty in the 
we in which he was serving imme- 
iately before that promotion, and m 
be appointed in a temporary e 
which is equal to that lower grade. An 
officer who is so appointed in a 
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Src. 523. (a) Each Reserve officer in 
a grade below major general who is not 
retired, transferred to the Retired Re- 
serve, or discharged at an earlier date 
shall, upon his ap ee, be trans- 
ferred to the Retired Reserve if qualified, 
or if he is not qualified or “~~ not apply 
for transfer to the Retired Reserve, be 

discharged, on the date a which he 
becomes sixty years of 

Reserve officer in the e of 
peo general who is not retired, trans- 
prt the Retired Reserve, ‘or dis- 
ousaek ah an meg date shall, bg 

is Segnecsion, be transferred to 
Retired Reserve if qualified, or if. 4, is 


not qualified or does not apply . 


transfer to the Retired Reserve 
discharged on the date To. which Log 
becomes sixty-two years 0 

(c) Notwithstanding qahusetions (a) 
and (b) of this section, an officer while 
holding an appointment as Chief of the 
National Guard B 
out his consent, be transferred to the 


Bureau may not, with- - 


THE BULL 


temporary grade is considered to have 
andepted the appointment upon the 
date of the orders announcing it unless 
he expressly declines it, and need not 
take a new oath of office upon being so 
appointed... However, he may decline 
the appointment within six months after 
the date of the order announcing it, and 
shall be released from active duty. 

“(e) A Reserve officer on active duty 
who has not completed his period of 
required active duty as a member of a 
reserve component under any provision 
of law or regulations, and who is recom- 
mended or found qualified for promo- 
tion, may not be promoted until he 
completes that period of required active 
duty, or until he is temporarily promoted 
to that higher grade. Upon completing 
that period of required active duty or 

upon being temporarily promoted to 
that higher grade, he shall, if he applies 
therefor, be promoted, be subject to 
subsection (b), and be credited with the 
amount of promotion service in the 
higher grade that he would have had 
if he had been promoted but for the 
provisions of this subsection. 

“(d) A Reserve officer who, while he 
is serving on active duty, is promoted to 
a grade higher than the grade in which 
he is serving, may not serve on active 
duty in the e to which promoted, 
or be entitled while on that period of 
active duty to the rank, pay, and 
allowances of that higher grade unless 
he is ordered to serve on active duty in 
that higher le or is oe 
promoted to that higher 

(i) Section 523 of such Acti is “amended 
(1) by striking out in subsections (a) 
4b), and (¢e), the words ‘date upon’ 


‘wherever they appear therein and in- 


serting in lieu thereof the words “ast 
day of the month in’’, and (2) by striking 
out in the first sentence of subsection 


‘(d) the word “Each” and inserting in 


lieu thereof “Effective five years after 
the effective date of this Act, each”, 
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Retired Reserve or be discharged under 
this section before the date upon which 
be becomes sixty-four years of age. 
Such an officer shall, upon his applica- 
tion, be transferred to the Reti Re- 
serve if qualified, or if he is not qualified 
er does not apply for transfer to the 
Retired Reserve, be discharged, on the 
date upon which he becomes sixty-four 

ears of age, unless he is retired, trans- 
ferred to the Retired Reserve, or dis- 
charged, at an earlier date under another 
provision of law. 

(d) Each female Reserve officer des- 
ignated as a nurse or woman medical 
specialist shall, upon her application, be 
transferred to the Retired Reserve if 

ualified, or if she is not qualified or 
oes not apply for transfer to the Re- 
tired Reserve, be discharged, if in a 
grade above captain, thirty days after 
the date upon which she becomes fifty- 
five years of age, and, if in a grade below 
major, thirty days after the date upon 
which she becomes fifty years of age. 
For the purpose of this subsection, such 
an officer in the grade of captain whose 
name is on a recommended list shall be 
treated as if she were in a grade above 
— 
ec. 524. (a) Effective two years 
after the effective date of this Act, each 
rve officer in an active status in 

the grade of major general, brigadier 
eral, or colonel, who is not removed 
rom an active status at an earlier date 
and whose name is not on a recom- 
mended list for SS shall, upon 
his os pam transferred to the 
Reti Reserve, if qualified, or if he 
is not qualified or does not apply for 
transfer to the Retired Reserve, be 
discharged, thirty days after the date 
upon which he compietes thirty-five, 
thirty, or thirty total years of service, 
respectively, or on the fifth anniversary 
of the date of his appointment in the 
grade in which serving, whichever is 
later. However, a Reserve officer in 
the grade of major general or brigadier 
a who would otherwise be removed 
rom an active status under this sub- 
section, may, in the discretion of the 
Secretary, be retained in an active 
status but not later than the date upon 
which he becomes sixty-two years of 
age if in the grade of major general, or 
sixty years of age if in the grade of 
brigadier general. Not more than ten 


officers in each such grade may be 
retained under this subsection at any 
one time. ‘ 

(b) Each Reserve officer in an active 
status in the grade of first lieutenant, 
— major, and each lieutenant 
colonel whose name is not on @ recom- 
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(j) Section 524 of such Act is amended 
(1) by striking out in subsection (a) 
thereof “two years” and inserting in 
lieu thereof “five years”, and (2) by 
striking out in the first sentence of 
subsections (b), (c), (d) (1), and (d) 
(2) thereof the word “Each” and insert- 
ing in lieu thereof ‘Effective five years 
after the effective date of this Act, 
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mended list for promotion to the grade 
of colonel, and who is not removed from 
an active status at an earlier date shall, 
upon his application, be transferred to 
the Retired Reserve if qualified, or, 
if he is not qualified, or does not apply 
for transfer to the Retired Reserve, be 
discharged, thirty days after the date 
upon which he completes twenty-eight 
total years of service. A Reserve officer 
in grade of lieutenant colonel whose 
name is on a recommended list for pro- 
motion to the grade of colonel may not 
be transferred to the Retired Reserve 
or discharged under this subsection. 

(c) Each Reserve officer whose name 
is on a recommended list for promotion 
to grade of major general, brigadier 
general, or colonel, shall, unless removed 
from an active status at an earlier date, 
upon his application, be transferred to 
the Retired Reserve if qualified, or if he 
is not qualified or does not apply for 
transfer to the Retired Reserve, shall 
be discharged, under the procedure pre- 
scribed in subsection (a) of this section, 

(d) (1) Each female Reserve officer 
who is in the grade of lieutenant colonel, 
who was appointed under section 310 of 
the Women’s Armed Services Integra- 
tion Act of 1948 (5 U. S. C. 627i), and 
who is not removed from an active 
status at an earlier date shall, upon her 
application, be transferred to the Re- 
tired Reserve if qualified, or if she is not 
qualified or does not apply for transfer 
to the Retired Reserve, shall be dis- 
— thirty days after the date upon 
which she completes twenty-eight total 
years of service. However, such an 
officer may, in the discretion of the 
Secretary, be retained in an active status 
but not later than thirty days after the 
date upon which she completes thirty 
total years of service. 

. (2) Each female Reserve officer who 
is in a grade below lieutenant colonel, 
who was appointed under section 310 of 
the Women’s Armed Services Integra- 
tion Act of 1948 (5 U. 8. C, 627i), and 
who is not removed from an active 
status at an earlier date shall, upon her 
application, be transferred to the Re- 
tired Reserve if qualified, or if she is not 
qualified or does not apply for transfer 
to the Retired Reserve, shall be dis- 
charged, thirty days after the date upon 
which she completes twenty-five total 


years of service. However, such an . 


officer in the grade of major whose 
name is on a recommended list for pro- 
motion may not be transferred to the 
Retired Reserve or discharged under this 
clause but shall be transferred to the 
Retired Reserve or discharged under the 
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procedure prescribed in clause (1) of 
this subsection. 


Sec. 606. (a) Each officer of the 
Reserve in an active status shall have a 
running mate who shall be the officer of 
the Regular Coast Guard of the same 
grade, exclusive of extra numbers, who 
is next senior to him in precedence as 
determined in the manner prescribed in 
section 605 of this title. 

(b) When necessary, new running 
mates shall be determined at the times 
and in the manner set forth below: 

(1) If a running mate is retired, dies, 
or otherwise is separated from the 
service, suffers loss of numbers, or fails 
to qualify for promotion, the new 
running mate shall be the officer of the 
Regular Coast Guard of the same grade 
who was next senior to the old running 
mate, exclusive of extra numbers, or if 
there be no such Regular officer then 
the most senior Regular officer in the 


grade. 

(2) If an officer of the Reserve suffers 
loss of numbers, the new running mate 
shall be the officer of the Regular Coast 
Guard, exclusive of extra numbers, who 
is the running mate of the Reserve 
officer next senior to the officer con- 
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. (k) Title 5 of such Act is amended by 
adding at the end thereof the following 
new sections: 

“Sec. 527. Notwithstanding any 
other provision of this Act, a Tve 
officer who becomes a civilian employee 
of the Air National Guard prior to the 
effective date of this Act may not, before 
attaining age sixty, while so employed 
and without his consent, be removed 
from active status by reason of any 
mandatory promotion provisions con- 
tained herein, except for cause, physical 
disability, or by reason of being twice 
passed over for promotion to the grade 
of captain, major, or lieutenant colonel. 

“Sec. 528. Notwithstanding section 
701 of this Act, the Secretary is author- 
ized to take, prior to the effective date of 
this Act, such administrative actions, 
including the convening of appropriate 
selection boards, as may be necessary 
to insure that the Act may be imple- 
mented upon its effective date.” 

Sec. 5. (a) Section 606 (b) of the 
Reserve Officer Personnel Act is amended 
by adding at the end thereof the follow- 
ing new paragraph: 

(4) “If a running mate is retarded in 
rate of promotion or has attained the 
highest rank to which he may be pro- 
moted, the new running mate shall be 
the officer of the Regular Coast Guard 
who is next senior to the old running 
mate, exclusive of extra numbers, or if 
there be no such Regular officer than 
the Regular officer of the same grade 
who is next eligible for promotion. An 
officer shall be considered to have been 
retarded when another officer in his 
grade junior to him is eligible for promo- 
tion ahead of him. If subsequently the 
old running mate is promoted and is 
restored to the precedence he would 
have held but for the retardation, he 
shall be reassigned as the running mate 
of the Reserve officer concerned.’ 


cerned after the loss of numbers has ° 


been effected. 
(3) If an officer of the Reserve fails of 
selection or fails to qualify for promo- 
tion and his running mate is promo 
the new running mate shall be the senior 
officer of the Regular Coast Guard 
remaining in that grade, exclusive of 
extra numbers, whose name is not on a 
promotion list. 
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(b) Section 608 of such Act is 
amended by striking out “and shall be 
Saher grade far Gulp: perteemed feos 

e for duty m 
the inte his running mate became 
entitled to such pay and allowances” 
and insert in lieu “and a Reserve 
officer so promoted shall be allowed pay 
and allowances of the higher grade for 
duty performed from the date of his 
appointment thereto’. 

c) Title 6 of such Act is amended 
by adding at the end thereof the follow- 
ing new section: 

‘Szc. 619. Officers who, prior to 
July 1, 1955, were selected for promo- 
tion under appropriate regulations may 
be promo under the authority of 
this Act with precedence and entitle- 
ment to pay and allowances as pre- 
scribed by this Act.” 
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DECLARING A CERTAIN PORTION OF THE WATERWAY 
AT GREENWICH, CONN. (IN WHICH IS: LOCATED THE 
GREENWICH HARBOR), A NONNAVIGABLE STREAM 





June 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Hayworrs, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 
[To accompany 8. 1300] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1300) to declare a certain portion of the waterway 
at Greenwich, Conn. (in which is located the Greenwich Harbor), a 
nonnavigable stream, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE LEGISLATION 


The purpose of the bill is to declare approximately 500 feet of an 
arm of Greenwich Harbor in the town of Greenwich, Conn., to be a 
nonnavigable water of the United States to permit the construction 
of a section of the Greenwich-Killingly Expressway across a portion 
of marshland and a portion of the dredged basin, both within the 
limits of Greenwich Harbor. 


GENERAL STATEMENT 


S. 1300 was introduced at the request of the Connecticut State 
Highway Department, who advised that it had been prepared in 
cooperation with the Corps of Engineers and the town officials of 
Greenwich and that there was no reason to expect any opposition to 


e bill. 

The State highway department further advised that most of the 
area in question is unimproved and at low tide is only a salt marsh 
flat. However, a small triangular area of ap ang nine-tenths 
of an acre falls within the limits of Greenwich Harbor and will have 
to be abandoned, 
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Acting Secretary of the Army Charles C. Finucane, by letter to the 
Committee on Interstate and Foreign Commerce of the Senate, dated 
April 20, 1955, stated that the Department would have‘no objection 
to the passage of the bill provided the State Highway Department of 
Connecticut was required to do compensatory dredging for an equiva- 
lent nine-tenths of an acre anchorage in available areas at no expense 
to the United States, or the town of Greenwich. 

The State highway commissioner, by letter dated May 9, 1955, 
agreed to the suggested amendment and stated that agreement had 
been reached ‘with the town of Greenwich as to the location of the 
compensating anchorage area. He further advised that the required 
dredging would be performed as an initial part of the road contract 
so that the new area would be available before the present anchorage 
area is encroached upon. 

The bill was amended in the Senate in accordance with the sugges- 
tion made by the Acting Secretary of the Army. The Acting Secre- 
tary of the Army also suggested a corrective amendment in the 
description of coordinates, which was adopted by the Senate. 


APPENDIX 


The following letters were considered by the committee in connection 
with this proposed legislation: 


Executive OFrFicE OF THE PRESIDENT, 
Bureau or THE BupGeEt, 
Washington 25, D. C., June 13, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuareman: This will acknowledge your letters of June 3, 1955, 
ae apr the views of the Bureau of the Budget on 8. 1250, S. 1300, and S. 1469, 
bills to declare portions of certain streams to be nonnavigable waters of the 
United States. 

You are advised that the Bureau of the Budget would have no objection to the 
enactment of these bills, 

Sincerely yours, 
Donawp R, Betcusr, Assistant Director. 


Aprit 20, 1955. 


Hon. Warren G. MAGNUSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. CuarrMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to 8S. 1300, 
84th Congress, a bill to declare a certain portion of the waterway at Greenwich, 
Conn. (in which is located the Greenwich Harbor), a nonnavigable stream. The 
Secretary of Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense. 

.. The Department of the Army has considered the aboye-mentioned bill. The 
-bill would declare about 500 feet of an arm of Greenwich Harbor in the town of 
Greenwich. Conn., to be a nonnavigable water of the United States, and abandon 
any project heretofore authorized by act of Congress within that portion of the 
‘waterway. Enactment would result in the abandonment of about nine-tenths of 
‘an acre of the existing 6-foot anchorage which was authorized by the River and 
Harbor Act of June 30, 1948. Dredging of the anchorage was completed in 1951 
with funds provided by the Federal Government and the town of Greenwich. 
Greenwich Harbor is extensively used for recreational boating, both by the local 
fleet and transient craft, and the loss of any of the existing anchorage could be 
detrimental to such navigation. Local cooperation required for the project was 
fully complied with. This required local interests to (a) provide suitable spoil- 








BLE 


the 
ited 
tion 
t of 
iva- 


55, 
had 

the 
ired 
ract 
rage 


ges- 
cre- 
the 


tion 


1955, 
1469, 
' the 


o the 


55. 


ry of 
1300, 
wich, 

The 
jonsi- 


The 
vn of 
ndon 
f£ the 
hs of 
r and 

1951 
wich. 
local 
ld be 
t was 
spoil- 





DECLARE PORTION OF WATERWAY AT GREENWICH NONNAVIGABLE 3 


areas, (b) hold and save the United States free from damages resulting 

from the improvement, (c) contribute in cash 50 percent of the cost of dredging, 
and (d) construct suitable public landing facilities. Areas are available for an 
equivalent nine-tenths of an acre anchorage, and, provided the bill is amended to 
require the State highway department of Connecticut to do such compensatory 
dredging at no further expense to the United States or the town of Greenwich, 
this Department would have no objection to passage of S. 1300. To accomplish 
this purpose the bill should be amended by adding to section 4 ‘“‘This Act shall 
become effective when the State Highway Department of Connecticut has com- 
pleted the dredging to a depth of six feet of a compensating anchorage area of 
nine-tenths of an acre, to the satisfaction of the division engineer of the Corps 
of Engineers in charge of the locality.” 

The coordinates quoted in the bill refer to the Corps of Engineers harbor line 

stem, therefore, the words “‘Connecticut Geodetic’, in line 8, page 1, should be 

eleted and the words “Corps of Engineers harbor line”’ inserted therein. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Cuarues C. FINvucaNgE, 
Acting Secretary of the Army. 


Unrrep Srates SENATE, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C., May 12, 1956. 
Hon. Warren G. Maanvson, 
Chairman, Commitiee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C 


Dear Senator Maenuson: I enclose a copy of the letter I have received from 
Commissioner Newman Argraves of the Connecticut State Highway Department 
in which he gives assurance that the amendment proposed by the Depssteaes of 
the Army to 8. 1300 meets with the Department’s approval. 

You will note that an agreement has been reached between the highway de- 
partment and the town of Greenwich as to the locations where the compensating 
anchorage area would be most helpful and that the required dredging will be 
performed. 

With best wishes, I am 

Sincerely yours, 
Prescotr Busu, United States Senator. 


Strate or CoNNECTICOT, 
State Higaway DEPARTMENT, 
Hartford, Conn., May 9, 19865. 
Hon. Prescott Buss, 
The United States Senate, Washington, D. C. 


Dear Senator Busna: In regard to Senate bill 1300, which seeks to declare a 
certain portion of the waterway at Greenwich, Conn., a nonnavigable stream, an 
attachment to your letter of April 22 includes a suggested amendment which 
would require this department to complete the dredging of a compensating 
anchorage area before the act would become effective. 

This matter has been discussed with representatives of the town of Greenwich 
and agreement has been reached as to locations where the compensating anchorage 
area would be most helpful. Our contracting engineers have been advised to 
have the required dredging performed as the initial part of our road contract 
so that the new areas may be made availabie before the present anchorage area 
is encroached upon. 

I am pleased to advise that the amendment meets with our approval. 

Your assistance in this matter is greatly appreciated. 

be > ee. 

neerely yo 
ore Newman E, ARGRAVES, 
State Highway Commissioner. 
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the State of the Union and ordered to be printed 





Mr. Wits, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6991] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6991) to revise, codify, and enact into law, title 21 of the 
United States Code, entitled ‘Food, Drugs, and Cosmetics,” having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PRELIMINARY STATEMENT 
PURPOSE OF REVISION 


The purpose of this bill is to revise, codify, and enact into law 
title 21 of the United States Code. 

Revision, as distinguished from codification, means the substitution 
of plain language for awkward terms, reconciliation of conflicting laws, 
omission of superseded sections, and consolidation of similar pro- 
visions. The primary purpose of this revision is not to change 
substantive law, but to put that law in a form which will be more 
useful and understandable. 


SCOPE OF REVISION 


This revision is based upon title 21 of the 1952 edition of the 
United States Code, with the addition of certain provisions from 
title 15 which are transferred to improve the arrangement of the 
Code as a whole. 


1 
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Before actual revision was begun a scientific plant was assembled. 
This included: 

1. The complete text of title 21, U. S. C., 1952 ed. 

2. The complete text of original acts from the Statutes at Large. 

3. Applicable constructions of the courts. 

4. Applicable rules and regulations. 

5. Pertinent congressional reports, law review articles, and other 
background materials. 




























LEGISLATIVE HISTORY IN PRIOR CONGRESSES 





This bill, in substantially the same form, was considered by the 81st, 
82d and 83d Congresses. During that period of time it received consid- 
eration by the various governmental agencies which are to be charged 
with the administration of the bill, as well as by representative mem- 
bers of industry most vitally concerned therewith. Members of the 
bar, representing industry concerned with the bill, have made sugges- 
tions from time to time, which were given careful consideration. 

In the 83d Congress, this legislation, then known as H. R. 9728, 
was passed by both Houses after the Senate made several amendments 
. to the bill and the House had agreed to them. The President with- 
4 held his approval of that bill, however, because he considered two of 
i the Senate amendments objectionable in that, in his opinion, the 
constituted substantive changes in the law and he felt that suc 
changes should not have been made without giving Government 
agencies and others the opportunity to be heard. 

The sections involved related to administrative provisions and libel 
for condemnation, and are now set out as sections 34 and 71, respec- 
tively, in the instant bill. The objectionable amendments, however, 
have been eliminated for the reason that it is not the purpose of this 
revision to change existing law. 

For convenience, the full text of the President’s message of dis- 
approval (Congressional Record, September 15, 1954, A6765) follows: 






















FEDERAL Foop, Druc, anp Cosmetic Act, H. R. 9728 


I have withheld my approval from H. R. 9728, to revise, codify, and enact into 
law, title 21 of the United States Code, entitled ‘Food, Drugs, and Cosmetics.” 

The legislative history of this measure indicates that it was enacted in the view 
that existing law would not be substantially changed by the bill or that no changes 
in existing law would be made which would not meet with substantially unanimous 
approval. 

" otwithstanding this, the bill makes one very important substantive change 
and casts serious doubts on the status and interpretation of other statutory pro- 
visions, The most important change is the deletion from the multiple seizure 

wers of the present law the authority which the Food and Drug Administration 

as had for a number of years to make more than one seizure of food, drugs, and 
cosmetics, where they bear identical labeling which is believed fraudulent or so 
materially misleading as to injure or damage the purchaser or consumer. In 
the cases subject to removal of authority made by the bill, the Food and Drug 
Administration would be able to seize only one shipment of the articles believed 
to be so misbranded. Such a limitation would make it possible for fraud and 
material deception to continue unabated until the validity of the labeling involved 
in the seizure case is definitely settled by the courts. 

The enactment also contains a new substantive provision affecting the adminis- 
tration of the Federal Food, Drug, and Cosmetic Act, the meaning of which is 
very uncertain, namely, that the Administrative Procedure Act “shall continue 
to apply to all activities of the Food and Drug Administration.” The Adminis- 
trative Procedure Act already applies to both rulemaking and adjudication under 
this regulatory statute, as it does to other acts of Congress not expressly excepted. 
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The Federal courts, I am informed, have discussed on several occasions the rela- 
tionship of these two enactments. The new language, unless it should be regarded 
as mere surplusage, might be held to effect basic changes in existing procedures, 
thereby placing the Food and Drug Administration under requirements not 
applicable to any other Federal agency. Such a change in the scope of the Ad- 
ministrative Procedure Act should not be adopted without full consideration. 

The interest of the consumer public is the principal objective of the Federal 
Food, Drug, and Cosmetic Act. I believe that substantive changes which may 
seriously affect the administration of this law should not be placed in the statute 
books without extending to the responsible enforcement agency, the great indus- 
tries affected, and the consumer public, the full opportunities for hearing and 
discussion afforded by the usual operation of the legislative process both in the 
committees and in both Houses of the Congress. 

Finally, the enactment, through oversight, may nullify the provisions of legis- 
lation relating to the importation of animals and poultry into the Virgin Islands, 
approved on July 22 of this year (Public Law 517). e enrolled measure ap- 
parently does not take into consideration the amendments to the Organic Act of 
the Virgin Islands which were made by that act. Here again the adverse effects 
would be serious. 


Dwicat D. E1sENHOWER. 
Tue Wars House, September 3, 1954. 


ARRANGEMENT AND NUMBERING 


First a preliminary analysis was prepared—a framework on which 
to build the new title. To improve the arrangement of the title, the 
old classification was discarded and a new one adopted. 

The provisions of this title are now administered, under delegation 
of powers, by three separate agencies: the Food and Drug Admin- 
istration in the Department of Health, Education, and Welfare, the 
Bureau of Animal Industry in the Department of Agriculture, and the 
Bureau of Narcotics in the Department of the Treasury. Since the 
provisions administered by each of these agencies are substantially 
independent of the other provisions, the revised title was divided into 
the following parts: 


PART I. FOOD, DRUGS, AND COSMETICS 


This part includes all the laws administered, under delegation of 
powers, by the Food and Drug Administration in the Department of 
Health, Education, and Welfare. They are: 


Food, Drug, and Cosmetic Act (21 U.S. C., 1952 ed., § 301 et seq.) 
Import Milk Act (21 U.S. C., 1952 ed., § 141 et seq.) 

Filled Milk Act (21 U.S. C., 1952 ed., § 61 et seq.) 

Tea Act (21 U.S. C., 1952 ed., § 41 et seq.) 

Caustic Poison Act (15 U.S. C., 1952 ed., § 401 et seq.) 


The Food and Drug Administration originated in the Department 
of Agriculture and was given that name in the Department of Agri- 
culture Appropriation Act of 1931, Act May 27, 1930, c. 341, 46 
Stat. 392, 422. By 1940 Reorganization Plan No. IV, § 12, effective 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237, set out in note to section 
133t of Title 5 U. S. C., the Food and Drug Administration and its 
functions, except those relating to insecticides (7 U.S. C., § 121 et 
seq.) and naval stores (7 U.S. 6. § 91 et seq.), were transferred from 


the Department of Agriculture to the Federal Security Agency, to 
be administered under the direction and supervision of the Federal 
Security Administrator. 1953 Reorganization Plan No. 1, §§ 5, 8, 
18 F. R. 2053, 67 Stat. 632, abolished the Federal Security Agency 
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and the office of Federal Security Administrator, transferred the 
functions of the former to the Department of Health, Education, and 
Welfare (created by sec. 1 thereof), and transferred the functions of 
the Federal Security Administrator to the Secretary of such Depart- 
ment. That plan became effective April 11, 1953, under Joint Reso- 
lution April 1, 1953, ch. 14, 67 Stat. 18. For a discussion of the effect 
of these transfers on the laws included in this part, see the Revision 
Notes to sections 1 and 2 of this revision. 

The Federal Food, Drug, and Cosmetic Act of 1938 constitutes 
most of chapter 3 of this revision. The chapter includes all of those 
provisions of the Oleomargarine Tax Repeal Act of March 16, 1950 
(ch. 61, 64 Stat. 20), which amended the Federal Food, Drug, and 
Cosmetic Act of 1938, as well as all other provisions of such 1950 act 
that were classified to title 21. The earliest legislation relating to food 
and drugs concerned their importation. The first comprehensive en- 
actment for the protection of consumers against adulterated and mis- 
branded food and drugs was the Wiley Pure Food and Drugs Act of 
1906. Although that law was of incalculable benefit to the consumer, 
loopholes appeared and it became evident that it was not sufficiently 
broad in scope to meet the requirements of consumer protection under 
modern conditions. After 5 years of studies and hearings by congres- 
sional committees, the Federal Food, Drug, and Cosmetic Act was 
adopted in 1938. The form and style of that act are such that very 
little change has been found necessary in incorporating it into this 
revision. 

Chapter 5 of the revision contains the Import Milk Act, which 
was enacted in 1927 and the Filled Milk Act of 1923. These have been 
been included as subchapters of a single chapter entitled “Milk and 
Cream’’. 

The Federal Tea Act of 1897 constitutes chapter 7 of the revi- 
sion. It governs the standards for tea imported into the United 
States. 

Chapter 9 of the revision relates to caustic poisons and is from 
sections 401-411 of title 15, U. S. C., 1952 ed. These provisions 
have been transferred to this revised title because they are adminis- 
tered by the Secretary of Health, Education, and Welfare through the 
Food and Drug Administration. This transfer places all laws admin- 
istered by the latter in one title of the Code. 


PART II. ANIMALS, POULTRY, AND MEATS 


This part contains three enactments which are administered by the 
Secretary of Agriculture through the Bureau of Animal Industry, 
namely, Meat Inspection, Disease Prevention and Transportation of 
Animals and Poultry, and Serums and Analogous Products for Animal 
Use. The establishment of that Bureau is provided for by 7 U.S. C. 
§ 391 et seq. Those provisions were not transferred to this title 
because other functions of the Secretary through that Bureau are 
contained in other titles. Provisions of other titles which are admin- 
stered, under such delegation of functions, by the Bureau include: 


7 U.S. C. § 391 et seq. General functions. 


7 U.S.C. § 429. Improvement of poultry, poultry products and 
hatcheries. 
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7 U.S.C. § 430. Purchase and testing of serums and analogous 
roducts. 
7 v S.C. $851 et seq. Marketing of anti-hog-cholera serum, etc. 
19 U.S. C. § 1201, par. 1606. Certificates of pure breeding for 
imported animals. 
19 U.S. C. § 1306. Imports of meat and of animals from certain 


countries. 

45 U.S.C. § 71 et seq. 28-Hour Law concerning transportation 
of animals. 

46 U.S. C. §§ 466a, 466b. Accommodations on vessels for export 
animals. 


Chapter 53 of the revision contains the Meat Inspection Act of 
1907. These provisions are very important to the consumer and 
provide a complete system of federal supervision of meat ‘from 
the hoof to the can.” Because this act was drafted in 1907, much 
improvement in phraseology and arrangement was possible. The 
1919 act concerning horse meat is also incorporated in this chapter. 
The provisions of this chapter are made applicable to imported 
meats by 19 U.S. C. § 1306. 

Provisions concerning the control and eradication of animal 
and poultry diseases are contained in chapter 55 of the revision. 
These provisions have been rearranged within the chapter in the 
following general groups: (1) Control and eradication generally, in- 
cluding cooperation with the States, research, and the disposal of 
diseased or exposed animals and poultry; (2) Regulation of the trans- 
portation of animals and poultry, including quarantine of infected 
areas; and (3) Regulation of the importation and exportation of 
animals and poultry. Closely related provisions concerning impor- 
tation of animals from countries where certain diseases exist are 
contained in 19 U.S. C. § 1306. 

Chapter 57 relates to the preparation and sale of any virus, serum, 
toxin, or analogous product intended for animal use. These provisions 
were enacted in 1913 and their arrangement and phraseology have 
been improved in the revision. The control of such products for 
human use is entrusted to the Public Health Service under 42 U.S. C. 
§ 262. Regulation of the marketing of anti-hog-cholera serum and 
hog-cholera virus is provided for by 7 U.S. C. § 851 et seq. 


PART III, NARCOTICS 


This part contains provisions concerning the importation and 
exportation of narcotics and the control of domestic production of the 
opium poppy. Obsolete provisions relating to the extraterritorial 
rights of the United States in China were omitted from the revision. 

The establishment of the Bureau of Narcotics, within the Treasury 
Department, is provided for in 5 U. S. C. §§ 282-282c. Those sec- 
tions were not transferred to this title because other functions of the 
Bureau of Narcotics, under delegated powers, are contained in other 
titles of the United States Code. 

The control of narcotics within the United States, which is admin- 
istered under delegated functions by both the Bureau of Narcotics 
and the Internal Revenue Service, is provided for in the Internal 
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Revenue Code of 1954, 26 U. S. C. § 4701 et seq. Provisions con- 
cerning the forfeiture of vessels, vehicles, and aircraft involved with 
contraband narcotics are contained in 49 U.S. C. § 781 et seq. 


REVISION NOTES AND TABLES 


The Revision Notes are keyed to sections of the revision and 
explain the changes made in text. References to court decisions 
are supplied wherever necessary and appropriate. 

Reference tables are incorporated to facilitate the work of all 
those interested in the revision. These show the distribution of 
statutues and of sections from the United States Code in this revision 
and also omitted and transferred sections. 





APPENDIX 





REVISION NOTES 


Revision notes, explaining the revision of each section of the Federal food, 
drug, and cosmetic laws, are set forth in this Appendix in numerical order accord- 
ing to section number of the revised title. 

Preceding the notes is an analysis of the three parts making up the revised title. 
Following each part heading is an analysis of the chapters contained in such part, 
and, under each chapter heading, there is an analysis of sections constituting 
such chapter. 


Title 21 
FOOD, DRUGS, AND COSMETICS 
Part Sec. 
ed. POU Sas CE IE 5b Sd wii cidona sh adeekwcann denpaebe 1 
a1. Anim; HOUITy, Gn wiaetee os se oe LE eke 451 
Rees PeemeOiiiid Gi dot See cc AS aes A ae binding: Skies 7il 
PART I.—FOOD, DRUGS, AND COSMETICS GENERALLY 
Chapter Sec. 
3. Feud end Dirte Administration:— 222 dee cku 1 
So Fos; Gree ais weereiiiea. 2s oS Se he eer eek 41 
Gp ee GU OMNI rs oo Sei ce re ie db was Jasiwas cede caedeos 201 
TRE EEE RS 16 PTE Teta sae piped eaten eae ope 261 
eT I ne ee te Rlgl nid ace lek en 311 


CHAPTER 1—FOOD AND DRUG ADMINISTRATION 
Sec. 
1. Establishment. 
2. Functions of Secretary of Health, Education, and Welfare. 


Section 1—New SrEctTIon 


Based on Act May 27, 1930, ch. 341, 46 Stat. 392, 422; 1940 
Reorganization Plan No. IV, §§ 12, 13, eff. June 30, 1940, 5 F. R. 
2422, 54 Stat. 1237, 5 U. S. C., 1952 ed., § 133t note; 1953 Reor- 
ganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 
Stat. 632, 5 U.S. C., 1952 ed., § 623 note. 

The name “Food and Drug Administration” was first provided by 
the Agricultural Appropriation Act of 1931, Act May 27, 1930, cited 
above, although its functions had been performed under different 
organizational titles since January 1, 1907, when the Food and Drugs 
Act of 1906 became effective. Before 1940 the administration of the 
laws from which this part was derived was vested in the Secretary 
of Agriculture. By 1940 Reorganization Plan No. IV, cited above, 
the Food and D Administration and its functions, except those 
relating to apuadinilion (7 U. S. C. § 121 et seq.) and naval stores (7 
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U.S. C. § 91 et seq.), were transferred from the Department of Agri- 
culture to the Federal Security Agency and the title of Chief of the 
Food and Drug Administration was changed to Commissioner of Food 
and Drugs. , 1953 Reorganization Plan No. 1, cited above (see 
also, Revision Note to section 2 of this title), the Federal Security 
Agency was abolished and its agencies and functions transferred to 
the Department of Health, Education, and Welfare which was created 
by section 1 of that plan. 

This new section is inserted in the revision to make clear the statu- 
tory basis for the Food and Drug Administration. 


Section 2—New SrEcrTION 


Based on 1940 Reorganization Plan No. IV, §§ 12, 13, eff. June 30, 
1940, 5 F. R. 2422, 54 Stat. 1237, 5 U.S. C., 1952 ed., § 133t note; 
1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 
67 Stat. 632, 5 U.S. C., 1952 ed., § 623 note. 

As pointed out in the Revision Note to section 1 of this revision, 
the 1940 Reorganization Plan transferred the Food and Drug Ad- 
ministration and certain of its functions from the Department of 
Agriculture to the Federal Security Agency. Section 12 of that Plan 
further provided that the Administration and its functions should 
be administered under the direction and supervision of the Federal 
Security Administrator. Section 13 of the Plan provided that, except 
as otherwise provided therein, the functions of the head of any de- 
partment relating to the administration of any agency or function 
transferred from his department by the Plan were transferred to, and 
should be exercised by, the head of the department or agency to 
which such agency or function was transferred. The administration 
of the original statutes from which Part I of this revision was derived 
was by their terms vested in the Secretary of Agriculture and appar- 
ently devolved upon the Food and Drug Administration by adminis- 
trative action. Therefore, although these functions were transferred 
as functions of the Food and Drug Administration, it would appear 
from the terms of the Reorganization Plan that, from a statutor 
standpoint, they were formerly functions of the Secretary of Agricul- 
ture and became functions of the Federal Security Administrator. 

1953 Reorganization Plan No. 1, §§ 5, 8, effective April 11, 1953, 
18 F. R. 2053, 67 Stat. 632, abolished the Federal Security Agency and 
the office of Federal Security Administrator, transferred the agencies 
and functions of the former to the Department of Health, Education, 
and Welfare (created by section 1 thereof), and transferred the func- 
tions of the Federal Security Administrator to the Secretary of such 
Department. That plan became effective April 11, 1953, under 
Joint Res. Apr. 1, 1953, ch. 14, 67 Stat. 18. Section 6 of such plan 
permits the Secretary of Health, Education, and Welfare to authorize 
any other officer, agency, or employee of the Department of Health, 
Education, and Welfare to perform any of the functions transferred to 
such Secretary. Section 7 of such plan authorizes the Secretary to 
establish central administrative services in the fields of procurement, 
budgeting, accounting, personnel, library, legal, and other services and 
activities common to the several agencies of the Department; and 
while such section permits the Secretary to effect such transfers within 
the Department of the personnel employed, the property and records 
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used or held, and the funds available for use in connection with such 
administrative-service activities as the Secretary deems necessary for 
the conduct of any services so established, it specifically prohibits the 
removal, thereunder, of any professional or substantive function 
vested by law in any officer from the jurisdiction of such officer. 

Consideration was given to the question of whether the functions 
referred to above should by this revision be vested in the Food and 
Drug Administration and also whether the organization and functions 
of the Administration, as set out in 13 F. R. 6983, should be included 
in this revision. However it was decided that in view of the evident 
purpose of the original statutes and of the Reorganization Plans to 
vest these functions in the head of the department or agency con- 
cerned and to give such head wide discretion in their admimistration, 
these functions were, by this revision, vested in the Secretary of 
Health, Education, and Welfare, leaving their administration to be 
taken care of by regulations. 

This section 2 of the revision is derived from the provision of section 
12 of 1940 Reorganization Plan No. IV, cited above, that the Food 
and Drug Admmistration and its functions should be administered 
under the direction and supervision of the Federal Security Adminis- 
trator (see 1941, 40 Op. Atty. Gen. 34), as affected by sections 5 and 
6 of 1953 Reorganization Plan No. 1, also cited above, transferring 
all functions of the Federal Security Administrator to the Secretary 
of Health, Education, and Welfare (with permission to authorize other 
officers, employees of the Department of Health, Education, and Wel- 
fare to perform them), and transferring all agencies of the Federal 
Security Agency, together with their respective functions, personnel, 
etc., to the Department of Health, Education, and Welfare. 


CHAPTER 3—FOOD, DRUGS, AND COSMETICS 


SurncnapTeR I—DeEFInitions, DETERMINATIONS, REPRESENTATIONS, AND 


Suort Tire 
Sec 


21. Definitions. 

22. Determination of misbranding. 
23. Representation as antiseptic. 
24. Short title. 


SuncuHaprer I]—FENForRcEMENT AND PENALTIES 


31. Prohibited acts. 

32. Injunctions. 

33. Penalties; exemptions. 

34. Libel for condemnation. 

35. Hearing before violation reported. 

36. Report of minor violations. 

37. Proceedings in name of United States; subpenas. 


SuncHaprer III—Foop 


41. Definitions and standards for food; procedure governing establishment; 
objections; hearings; applicability of other provisions. 

42. Adulterated food. 

43. Misbranded food. 

44. Emergency permit control. 

45. Exemptions. 

46. Tolerances for poisonous ingredients; certification of coal-tar colors for foods. 

47. Tolerances for pesticide chemicals in or on raw agricultural products. 

48. Colored oleomargarine. 

49. Seafood; examination on request of packer; fees. 
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SuscHaprerR 1V—Druvucs anp Devicgs 


51. Adulterated drugs and devices. 

52. Misbranded drugs and devices. 

53. Exemptions. 

54. Certification of coal-tar colors for drugs. 

55. New drugs. 

56. Certifieatien of drugs containing insulin. 

57. Certification of drugs containing certain antibiotics. 


SuBCHAPTER V—CosMETICS 


61. Adulterated cosmetics. 

62. Misbranded cosmetics. 

63. Exemptions. 

64. Certification of coal-tar colors for cosmetics. 


SuBCHAPTER VI-—-ADMINISTRATIVE PROVISIONS 


71. Regulations; hearings; judicial review. 

72. Examinations and investigations. 

73. Records of interstate shipment. 

74. Factory inspection; notice; reports; receipts for samples; copies of analyses. 
75. Publicity. 

76. Cost of certification of coal-tar colors. 

77. Revision of Pharmacopeia; development of analysis and tests. 


SuspcHaPprER VII—Imports anv Exports 


81. Examination and refusal of imports. 
82. Exports adulterated or misbranded. 
83. Suspension of adulterated imports. 


SUBCHAPTER I—DEFINITIONS, DETERMINATIONS, REPRESENTA- 
TIONS, AND SHORT TITLE 


Section 21—Serctrion Revisep 


Based on title 21 U. S. C., 1952 ed., §§ 6, 321, 321a, 321b, 321c 
(July 24, 1919, ch. 26, 41 Stat. 271; Mar. 4, 1923, ch. 268, 42 Stat. 
1500; June 25, 1938, ch. 675, §§ 201, 52 Stat. 1041; July 22, 1954, 
ch. 559, § 1, 68 Stat. 511; 1940 Reorganization Plan No. IV, § 12, 
eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; Mar. 2, 1944, ch. 77, 
58 Stat. 108; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 
18 F. R. 2053, 67 Stat. 632). 

Section consolidates sections 6, 321 (part), 321la, 321b, and 321c of 
title 21, U.S. C., 1952 ed. The definition of “butter” is from section 
321a (formerly section 6), “nonfat dry milk solids” or “defatted milk 
solids” from section 321c, and “‘package’’ from section 321b. The 
remainder of this section is from section 321. The definitions have 
been rearranged in alphabetical order. 

In paragraph (f), clause (1), the reference to “official compendium” 
was substituted for “official United States Pharmacopoeia, official 
Homoeopathic Pharmacopoeia of the United States, or official Na- 
tional Formulary, or any supplement to any of them’’, in view of the 
definition of official compendium in paragraph (m) of this section. 

In definition of “new drug’”’ words “the enactment of this chapter’ 
were changed to “June 25, 1938’’, the date of enactment of the Federal 
Food, Drug, and Cosmetics Act (21 U.S. C., 1952 ed., § 301 et seq.). 

The provision of subsection (/) of section 321 of title 21, U. S. C., 
1952 ed., that the term “immediate container’? does not include 
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package liners, was omitted in view of the insertion of the words 
“other than a package liner’ in paragraph (i) of this revised section, 
defining ‘‘Label’’. 

Section 902 (a) of the Federal Food, Drug, and Cosmetic Act (June 
25, 1938, ch. 675, § 902 (a), 52 Stat. 1059), which, in title 21, U.S. C., 
1952 ed., was also shown as one of the sources of sections 321a and 
321b of such title, provided that such sections, which were not a part 
of such act, should be applicable thereto. 

Remainder of section 321 of title 21, U. S. C., 1952 ed., is incor- 
porated in sections 22 and 23 of this title. 

Other changes were made in phraseology. 


Section 22—Serction ReEvisep 


Based on title 21, U. S. C., 1952 ed., § 321 (June 25, 1938, ch. 675, 
§ 201, 52 Stat. 1041; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan 
No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Section constitutes, with changes in phraseology, subsection (n) of 
section 321 of title 21, U. S. C., 1952 ed. 

Remainder of section 321 of title 21, U. S. C., 1952 ed., is incorpo- 
rated in sections 21 and 23 of this title. 


Secrion 23—Section ReEvIsED 


Based on title 21, U. S. C., 1952 ed., § 321 (June 25, 1938, ch. 675, 
§ 201, 52 Stat. 1041; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization 
Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Section constitutes, with changes in phraseology, subsection (0) of 
section 321 of title 21, U.S. C., 1952 ed. 

Remainder of section 321 of title 21, U. S. C., 1952 ed., is incor- 
porated in sections 21 and 22 of this title. 


Section 24—Sectrion REvIsEeD 


Based on title 21, U.S. C., 1952 ed., § 301 (June 25, 1938, ch. 675, 
§ 1, 52 Stat. 1040). 

The only changes were the placing of the popular name within 
quotation marks and the substitution of the word “Chapter” for 
“Act.” 


SUBCHAPTER II—ENFORCEMENT AND PENALTIES 
Section 31—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 331, 372a (June 30, 1906, 
ch. 3915, § 10A, as added June 22, 1934, ch. 712, 48 Stat. 1204; Aug. 
27, 1935, ch. 739, 49 Stat. 871; June 25, 1938, ch. 675, §§ 301, 702A, 
52 Stat. 1042, 1043; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; Dec. 22, 1941, ch. 613, § 1, 55 
Stat. 851; July 12, 1943, ch. 221, title I], § 1, 57 Stat. 500; July 6, 
1945, ch. 281, § 1, 59 Stat. 463; Mar. 10, 1947, ch. 16, § 1, 61 Stat. 
11; June 24, 1948, ch. 613, § 1, 62 Stat. 582; Mar. 16, 1950, ch. 61, 
§ 3 (b), 64 Stat. 20; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 


UNIVERSITY GF M 

















12 REVISION OF TITLE 21, UNITED STATES CODE 


ros dy 18 F. R. 2053, 67 Stat. 632; Aug. 7, 1953, ch. 350, § 2, 67 Stat. 
477). 

Section consolidates section 331 of title 21, U.S. C., 1952 ed., with 
part of section 372a of such title. 

References to other sections were changed to refer to the revised 
section numbers. 

In paragraph (i) reference to section 49 of this revised title was in- 
serted on authority of section 372a of title 21, U.S. C., 1952 ed. Said 
section 372a contained a penalty provision similar to paragraph (i) of 
this section applying to marks, stamps, etc., authorized under that 
section concerning seafood. That provision has thus been consoli- 
dated with paragraph (i). The penalty provided by said section 372a 
was imprisonment for not more than one year or a fine of not less than 
$1,000 nor more than $5,000, or both. As consolidated in this section, 
a violation of such provision will be subject to the penalties provided 
by section 49 of this revised title, namely, not more than one year or 
$1,000 or both for first offense and not more than three years or $10,000 
or both for either a subsequent offense or a violation with intent to 
defraud or mislead. The effect of the revision is therefore to decrease 
the maximum fine for a first offense and to increase both fine and im- 
prisonment maximums in the case of a subsequent offense or a violation 
with intent to defraud or mislead. This is justified by the great simi- 
larity between this offense and the other offenses under paragraph (i) 
of this section. The provisions of said paragraph (i) and the penalties 
therefor in section 33 of this revised title were enacted in 1938, while 
said section 372a was enacted in 1934 and incorporated by reference in 
the 1938 act. This revision therefore represents the most recent ex- 
pression of Congressional intent on this subject and no reason appears 
why a distinction should be made in the penalties for misuse of the 
different types of marks, stamps, etc. 

Section 902 (a) of the Federal Food, Drug, and Cosmetics Act (June 
25, 1938, ch. 675, § 902 (a), 52 Stat. 1059), which, in title 21, U.S. C., 
1952 ed., was also shown as one of the sources of section 372a of such 
title, provided that such section 372a, which originally was not a part 
of such Act, should remain in force and effect and be applicable to 
such Act. Such section 372a was later renumbered as section 702A of 
such Act by the Act of July 12,1943, cited in the first paragraph of 
this note. 

The remainder of section 372a of title 21, U. S. C., 1952 ed., con- 
stitutes section 49 of this revised title. 

Changes were made in phraseology. 


Section 32—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., § 332 (June 25, 1938, ch. 675, 
§ 302, 52 Stat. 1043). 

In subsection (a), the reference to “section 381 (relating to notice 
to opposite party) of Title 28” was changed to a reference to Rule 
65 (a) (b) of the Federal Rules of Civil Procedure, since such section 
381 was repealed in the revision of title 28. Its provisions are now 
covered by that rule. 

In subsection (b), reference to former section 387 concerning the 
procedure for trial of criminal contempt cases was changed to Rule 
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. of the Rules of Criminal Procedure for the United States District 
ourts. 
Other changes were made in phraseology. 


Section 33—SecTion ReEvIsED 


Based on title 21, U. S. C., 1952 ed., § 333 (June 25, 1938, ch. 675, 
§ 303, 52 Stat. 1043; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; Oct. 26, 1951, ch. 578, 
§ 2, 65 Stat. 649; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 
1953, 18 F. R. 2053, 67 Stat. 632). 

Words “guilty of a misdemeanor’ were omitted as surplusage. 
See section 1 of title 18 U. S. C., Crimes and Criminal Procedure, 
and Reviser’s Note set out thereunder. Under that section, the 
offense of violating ‘‘any of the provisions of section 31 of this title’’ 
would automatically be a misdemeanor in view of the maximum 
punishment prescribed by this section. 

Words “and shall on conviction thereof be subject to” (the punish- 
ment prescribed) were likewise omitted as surplusage. Punishment 
cannot be imposed without a conviction. 

Other changes were made in phraseology. 


Section 34—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 334 (June 25, 1938, ch. 675, 
§ 304, 52 Stat. 1044; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; June 24, 1948, ch. 613, 
§ 2, 62 Stat. 582; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 
1953, 18 F. R. 2053, 67 Stat. 632; Aug. 7, 1953, ch. 350, § 3, 67 Stat. 
477). 

The provisions of section 334 of title 21, U. S. C., 1952 ed., have 
been rearranged in the interests of clarity. 

Subsections (a) and (b) of this section are from the first provisions 
of subsections (a) and (b) of said section 334, respectively. 

Subsection (c) is from the provisions of subsection (a) of said 
section limiting the number of libels in certain cases of misbranding 
and providing for the removal of such cases to more convenient 
districts for trial. 

Subsection (d) is from the provision of subsection (b) of said section 
334 providing for consolidation of multiple proceedings for trial. 

Subsection (e) is from subsection (f) of said section 334. Reference 
to subsections ‘“‘(a) or (b)’’ was changed to “(c) or (d)” to conform 
with the revised arrangement. 

Subsections (f)—-(h) are from subsections (c)—(e), respectively, or 
said section 334. 

Other changes were made in phraseology. 


Section 35—Sectrion REVISED 


Based on title 21, U. S. C., 1952 ed., § 335 (June 25, 1938, ch. 675, 
§ 305, 52 Stat. 1045; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Changes were made in phraseology. 
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Section 36—Ssgcrion UNCHANGED 


Based on title 21, U.S. C., 1952 ed., § 336 (June 25, 1938, ch. 675, 
§ 306, 52 Stat. 1045; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan 
No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 


Section 37—Ssrction REVISED 


Based on title 21, U.S. C., 1952 ed., § 337 (June 25, 1938, ch. 675, 
§ 307, 52 Stat. 1046; Sept. 3, 1954, ch. 1263, §37, 68 Stat. 1239, 1240). 
Changes were made in phraseology. 


SUBCHAPTER III—FOOD 


Section 41—Section ReEviseD 


Based on title 21, U. S. C., 1952 ed., § 341 (June 25, 1938, ch. 675 
§ 401, 52 Stat. 1046; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan 
No. 1, §5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632; Apr. 15, 1954, 
ch. 143, § 1, 68 Stat. 54). 

Changes were made in arrangement and phraseology. 





Section 42—SerctTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 342 (June 25, 1938, ch. 675, 
§ 402, 52 Stat. 1046; July 22, 1954, ch. 559, § 2, 68 Stat. 511; 1940 
Reorganization Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 
Stat. 1237; Mar. 16, 1950, ch. 61, §3 (d), 64 Stat. 21; 1953 Reorgani- 
zation Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

References to other sections were changed to conform with the re- 
vised section numbers, ‘‘Provided, That’? was omitted in subsections 
(c) and (d), and “the enactment of this chapter’? was changed to 
“June 25, 1938” in subsection (c). Other changes in phraseology 
were made. 

Section 43—SectTion Revisep 


Based on title 21, U. S. C., 1952 ed., § 343 (June 25, 1938, ch. 675, 
§ 403, 52 Stat. 1047; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 
1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

“Provided, That’’ was omitted in subsections (e), (i), and (k). 

Other changes in phraseology were made. 


Section 44—Sectrion ReEvIseD 


Based on title 21, U. S. C., 1952 ed., § 344 (June 25, 1938, ch. 675, 
§ 404, 52 Stat. 1048; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 
1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053. 67 Stat. 632). 

Subsections (a) and (c) were divided into two sentences each. In 
subsection (b), ‘“‘may”’ was substituted for “is authorized to’’ and for 
bicor be privileged * * * to’. Other changes in phraseology were 
made. 
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Section 45—Szction Revisep 


Based on title 21, U.S. C., 1952 ed., §§ 345, 392 (June 25, 1938, 
ch. 675, §§ 405, 902 (b), 52 ’Stat. 1049, 1059; 1940 Reorganization 
Plan No. IV, § 12, eff. June 30, 1940, 5 F.R. 2422, 54 Stat. 1237; 
1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 
2053, 67 Stat. 632). 

Section consolidates sections 345 and 392 of title 21, U.S. C., 
1952 ed. 

Changes were made in phraseology. 


Section 46—Serction ReEvisep 


Based on title 21, U. S. C., 1952 ed., § 346 (June 25, 1938, ch. 675, 
§ 406, 52 Stat. 1049; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 
t, $5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

First sentence of subsection (a) was divided into two sentences. 

Changes in phraseology were made. 


Section 47—Sgectrion UNCHANGED 


Based on title 21, U.S. c., 952 ed., §§ 346a (June 25, 1938, ch. 
675, § 408, as added July 22, 1954, ch. 559, § 3, 68 Stat. 511- 517). 


Section 48—Sercrion ReEvisep 


Based on title 21, U.S. C., 1952 ed., §§ 25, 347, 347a, 347b, (May 9, 
1902, ch. 784, § 1, 32 Stat. 193; June 25, 1938, ch. 675, § 407, as 
added Mar. 16, 1950, ch. 61, $3 (c), 64 Stat. 20; Mar. 16, 1950, ch. 61, 
§§ 3 (a), 6, 64 Stat. 20, 22). 

Section consolidates sections 25, 347, 347a, and 347b of title 21, 
U.S. C., 1952 ed. 

Sections 25, 347a and 347b of title 21, U.S . C., 1952 ed., were not 
a part of the Food, Drug, and Cosmetic Act of 1938, from which the 
remainder of this chapter, except section 83 of this revised title, was 
derived. 

The definitions contained in items (1) and (2) of subsection (f) of 
this revised section were taken from subsection (f) of section 55 of 
title 15, U. S. C., 1952 ed., Commerce and Trade (section 15 of the 
Federal Trade Commission Act), which also related to this section. 

Changes were made in phraseology. 


Section 49—SectTion ReEvIsEeD 


Based on title 21, U.S. C., 1952 ed., §§ 14a, 372a (June 30, 1906, ch. 
3915, § 10A, as added June 22, 1934, ch. 712, 48 Stat. 1204, and 
amended Aug. 27, 1935, ch. 739, 49 Stat. 871; 1940 Reorganization 
Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 
renumbered § 702A of act June 25, 1938, ch. 675, 52 Stat. 1059 by 
act July 12, 1943, ch. 221, title IT § 1, 57 Stat. 500; 1953 Reorganization 
Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

The penalty provisions of section 372a of 21 U.S. C., 1952 ed., con- 
cerning misuse of marks authorized by this section, are incorporated 
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in section 31 (a) of this title. 
already been renumbered 372a, 

Section 902 (a) of the Federal Food, Drug, and Cosmetic Act 
(June 25, 1938, ch. 675, § 902 (a), 52 Stat. 1059), which, in title 21, 
U. S. C., 1952 ed., was also shown as one of the sources of section 
372a of such title, provided that section 372a, which originally was 
not a part of such Act, should remain in force and effect and be appli- 
cable to such Act. Such section 372a was later renumbered as 
section 702A of such Act by the Act of July 12, 1943, cited in the 
first pargaraph of this note. 

Changes were made in arrangement and phraseology. 
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Former section 14a of said title had 


SUBCHAPTER IV—DRUGS AND DEVICES 
Section 51—Section REvIsED 


Based on title 21, U. 8. C., 1952 ed., § 351 (June 25, 1938, ch. 675, 
§ 501, 52 Stat. 1049; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Changes were made in phraseology. 


Section 52—Sectrion REvIsEepD 


Based on title 21, U. S. C., 1952 ed., § 352 (June 25, 1938, ch. 675, 
§ 502, 52 Stat. 1050; June 23, 1939, ch. 242, § 3, 53 Stat. 854; 1940 
Reorganization Plan No. IV, §$§ 12, 13, eff. June 30, 1940, 5 F. R. 2422, 
54 Stat. 1237; Dec. 22, 1941, ch. 613, § 2, 55 Stat. 851; July 6, 1945, 
ch. 281, § 2, 59 Stat. 463; Mar. 10, 1947, ch. 16, § 2, 61 Stat 11: 
July 13, 1949, ch. 305, § 1, 63 Stat. 409; 1953 Reorganization Plan 
No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632; Aug. 5, 
1953, ch. 334, § 1, 67 Stat. 389). 

Provisos were changed to independent sentences. Other changes 
were made in phraseology. 


Section 53—Section Revisep 


Based on title 21, U. S. C., 1952 ed., § 353 (June 25, 1938, ch. 675, 
§ 503, 52 Stat. 1051; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; Oct. 26, 1951, ch. 578, § 1, 65 
Stat. 648; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 
F. R. 2053, 67 Stat. 632). 

References to section 352 of title 21, U.S. C., 1952 ed., were changed 
to section 52 of this revised title. 

Changes were made in phraseology. 


Section 54—Srectrion UNCHANGED 


Based on title 21, U. S. C., 1952 ed., § 354 (June 25, 1938, ch. 675, 
§ 504, 52 Stat. 1052; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 
1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 
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Section 55—Section RevisEep 


Based on title 21, U. S. C., 1952 ed., § 355 (June 25, 1938, ch. 675, 
§ 505, 52 Stat. 1052; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 
1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 
anges were made in phraseology. 


Section 56—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 356 (June 25, 1938, ch. 675, 
§ 506, as added Dec. 22, 1941, ch. 613, § 3, 55 Stat. 851; 1953 Reor- 
eS Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 
632). 

Changes were made in phraseology. 


Section 57—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., § 357 (June 25, 1938, ch. 675, 
§ 507, as added July 6, 1945, ch. 281, § 3, 59 Stat. 463; amended 
Mar. 10, 1947, ch. 16, § 3, 61 Stat. 12; July 13, 1949, ch. 305, § 2, 
63 Stat. 409; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 
18 F. R. 2053, 67 Stat. 632; Aug. 5, 1953, ch. 334, § 2, 67 Stat. 389). 
Changes were made in phraseology. 


SUBCHAPTER V—COSMETICS 
Section 61—Srction ReEvIsED 


Based on title 21, U. S. C., 1952 ed., § 361 (June 25, 1938, ch. 675, 
§ 601, 52 Stat. 1054). 

“Provided, That” was omitted in subsection (a) and “section 364” 
in subsection (e) was changed to the revised section number. Other 
changes were made in phraseology. 


Section 62—Secrion REVISED 


Based on title 21, U. S. C., 1952 ed., § 362 (June 25, 1938, ch. 675, 
§ 602, 52 Stat. 1054; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

“Provided, That’’ was omitted in subsection (b). Other changes 
were made in phraseology. 


Section 63—Srction REVISED 


Based on title 21, U. S. C., 1952 ed., § 363 (June 25, 1938, ch. 675, 
§ 603, 52 Stat. 1054; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

A change was made in phraseology. 
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Section 64—Section UNCHANGED 


Based on title 21, U.S. C., 1952 ed., § 364 (June 25, 1938, ch. 675, 
§ 604, 52 Stat. 1055; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 


SUBCHAPTER VI—ADMINISTRATIVE PROVISIONS 
Section 71—Section REVISED 


Based on title 21, U. S. C., 1952 ed., § 371 (June 25, 1938, ch. 675, 
§ 701, 52 Stat. 1055; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2058, 67 Stat. 632; Apr. 15, 1954, 
ch. 143, § 2, 68 Stat. 55). 

In subsection (f) (1), “United States Court of Appeals” was substi- 
tuted for ‘Circuit Court of Appeals of the United States” in accordance 
with the change in name of that court by 28 U.S. C. § 43. 

Changes were made in phraseology. 


Section 72—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 372 (June 25, 1938, ch. 675, 
§ 702, 52 Stat. 1056; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 


Changes were made in phraseology. 
Section 73—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 373 (June 25, 1938, ch. 675, 
§ 703, 52 Stat. 1057; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5. F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Charges were made in phraseology. 


Section 74—SsgctTion REVISED 


Based on title 21, U.S. C., 1952 ed., § 374 (June 25, 1938, ch. 675, 
§ 704, 52 Stat. 1057; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632; Aug. 7, 1953, ch. 
350, § 1, 67 Stat. 476, 477). 

Changes were made in phraseology. 


Section 75—SgctTion REVISED 


Based on title 21, U.S. C., 1952 ed., § 375 (June 25, 1938, ch. 675, 
§ 705, 52 Stat. 1057; 1940 Reorganization Plan No. TV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Changes were made in phraseology. 
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Section 76—SeEcTION REVISED 


Based on title 21, U.S. C., 1952 ed., § 376 (June 25, 1938, ch. 675, 
§ 706, 52 Stat. 1058). 
Changes were made in phraseology. 


Section 77—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 377 (July 12, 1943, ch. 221, 
title II, § 201, 57 Stat. 500; 1953 Reorganization Plan No. 1, § 5, eff. 
Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Changes were made in phraseology. 


SUBCHAPTER VII—IMPORTS AND EXPORTS 


Section 81—Section REVISED 


Based on title 21, U. S. C., 1952 ed., § 381 (a), (b), (c) (June 25, 
1938, ch. 675, § 801, 52 Stat. 1058: 1940 Reorganization Plan No. IV, 
§ 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; Oct. 18, 1949, ch. 
696, 63 Stat. 882, 883; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 
11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Section is from subsections (a), (b), and (c) of section 381 of title 
21, U. S. C., 1952 ed. Subsection (d) of said section constitutes 
section 82 of this title. 

Changes were made in phraseology. 


Sectrion 82—Sercrion ReEvisep 


Based on title 21, U.S. C., 1952 ed., § 381 (d) (June 25, 1938, ch. 
675, § 801, 52 Stat. 1058; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan 
No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Section is from subsection (d) of section 381 of title 21, U. S. C., 
1952 ed. The remainder of said section constitutes section 81 of 
this revised title. Phrase “this subsection” was changed to ‘this 
section”. Other changes were made in phraseology. 


Section 83—Sectrion REVISED 


Based on title 21, U.S. C., 1952 ed., § 18 (Aug. 30, 1890, ch. 839, § 4, 
26 Stat. 415). 

This section was not a part of the Food, Drug, and Cosmetic Act of 
1938, from which the remainder of this chapter, except parts of section 
48 of this revised title, was derived. 

Changes were made in phraseology. 
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CHAPTER 5—MILK AND CREAM 


Suscuaprer I—ImportaTion oF MILK AND CREAM 
ec. 

201. Definitions. 

202. Permits for importation. 

203. Unfitness for importation. 

204. Inspection; issue of permits; regulations. 

205. Penalties. 

206. State powers concerning milk and cream. 

207. Short title. 


221. Definitions. 

222. Filled milk; Congressional finding concerning. 
223. Regulations. 

224. Penalties. 

225. Short title. 


SUBCHAPTER I—IMPORTATION OF MILK AND CREAM 


SuspcHaptTer II—Fitiep MILK 


Section 201—SectTion REvIsED 


Based on title 21, U. S. C., 1952 ed., § 149 (Feb. 15, 1927, ch. 155 
§ 9, 44 Stat. 1103). 
Changes were made in phraseology. 


Section 202—SercTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 141 (Feb. 15, 1927, ch. 155, 
§ 1, 44 Stat. 1101; 1940 Reorganization Plan No. IV, § 12, eff. June 30, 
1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Phrase “On or after May 16, 1927” was omitted as no longer 
necessary. 

Changes were made in phraseology. 


Section 203—Section ReEvisEp 


Based on title 21, U. S. C., 1952 ed., § 142 (Feb. 15, 1927, ch. 155, 
§ 2, 44 Stat. 1101). . 

In paragraph (c), “United States Department of Agriculture’ was 
substituted for “Bureau of Dairy Industry of the United States 
Department of Agriculture”, because, according to information 
received, the term ‘Bureau of Dairy Industry’’, with respect to this 
section, is obsolete in view of changes in functions within the Depart- 
ment of Agriculture. 

Changes were made in phraseology. 


Section 204—Srction REvIsED 


Based on title 21, U. S. C., 1952 ed., § 143 (Feb. 15, 1927, ch. 155, 
§ 3, 44 Stat. 1102; 1940 Reorganization Plan No. IV, § 12, eff. June 
30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, 
§ 5 eff Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Changes were made in phraseology. 
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Section 205—SectTion REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 144, 145 (Feb. 15, 1927, ch. 
155, §§ 4, 5, 44 Stat. 1103). 


Subsections (a) and (b) are from sections 144 and 145, respectively, 
of title 21, U. S. C., 1952 ed. 


Style of penalty provision was changed to conform with that 
adopted in the revision of title 18, U.S.C. Provision for a minimum 
fine of $50 was omitted for the reason stated in Revision Note to section 
511 of this revised title. 

Other changes were made in phraseology. 


Section 206—Section ReEviseD 


Based on title 21, U.S. C., 1952 ed., § 148 (Feb. 15, 1927, ch. 155, 
$8, 44 Stat. 1103). 
Changes were made in phraseology. 


Section 207—New Section 


Section is new, but merely confirms the popular name by which the 
provisions carried into this subchapter have been known. 


SUBCHAPTER II—FILLED MILK 
Secrion 221—Section ReEvisep 


Based on title 21, U. S. C., 1952 ed., § 61 (Mar. 4, 1923, ch. 262, 
§ 1, 42 Stat. 1486). 
Changes were made in phraseology. 


Secrion 222—Secrion Revisep 


Based on title 21, U. S. C., 1952 ed., § 62 (Mar. 4, 1923, ch. 262, 
§ 2, 42 Stat. 1487). 

Section is from part of section 62 of title 21, U. S. C., 1952 ed. 
The remainder of that section is consolidated in section 224 of this 
title. 

Changes were made in phraseology. 


SecTion 223—Section REvISsED 


Based on title 21 U.S. C., 1952 ed., § 64 (Mar. 4, 1923, ch. 262, 
§ 4, as added Aug. 27, 1935, ch. 743, 49 Stat. 885; 1940 Reorganiza- 
tion Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 
1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 
67 Stat. 632). 


Changes were made in phraseology. 


Section 224—Secrion ReEvIsEeD 


Based on title 21, U.S. C., 1952 ed., §§ 62, 63 (Mar. 4, 1923, ch. 262, 
§§ 2, 3, 42 Stat. 1487). 7 
Section consolidates the provision of section 62 of title 21, U.S. C., 
1952 ed., making the manufacture, shipment, or delivery for ship- 
tk unlawful, with section 63 of that title. 


ment of filled mi 


UNIVERSITY OF MiChi 


- 














22 REVISION OF TITLE 21, UNITED STATES CODE 


The remainder of said section 62 is contained in section 222 of this 
title. 
_ Words “upon conviction thereof” were omitted as unnecessary 
since punishment cannot be imposed without a conviction. 
Other changes were made in phraseology. 


Section 225—Nrew Section 


Section is new, but merely confirms the popular name by which the 
provisions carried into this subchapter have been known. 


ss CHAPTER 7—TEA IMPORTATION 
Cc, 


261. Board of Tea Experts. 

262. Board of Tea Appeals. 

263. Substandard tea importation; materials for manufacturing. 
264. Standards; duplicate samples. 

265. Importer’s bonds and fees; sampling and examination. 
266. Permit for delivery; inferior grades; partial delivery. 
267. Examiners. 

268. Examination according to usages of trade. 

269. Re-examination by Appeals Board; disposition of tea. 
270. Procedure for re-examination; assistance of experts. 
271. Reimporting rejected teas; forfeitures. 

272. Regulations. 

273. Short title. 


SecTION 261—Secrion Revisep 


Based on title 21, U.S. C., 1952 ed., § 42 (Mar. 2, 1897, ch. 358, § 2, 
29 Stat. 605; May 31, 1920, ch. 217, 41 Stat. 712; 1940 Reorganization 
Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 
July 12, 1943, ch. 221, 57 Stat. 500; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Section is from part of section 42 of title 21, U.S. C., 1952 ed. The 
provision of said section 42 that the Board of Tea Experts should 
prepare and submit standard samples of tea is incorporated in section 
264 of this revised title. 

Changes were made in phraseology. 


SEcTION 262 





Section REVISED 


Based on title 21 U.S. C., 1952 ed., § 47 (Mar. 2, 1897, ch. 358, § 6, 
29 Stat. 606; May 31, 1920, ch. 217, 41 Stat. 712, 713; 1940 Reorgani- 
zation Plan No. LV, § 12, eff. June 30, 1940, 5 F. R. 2421, 54 Stat. 1237; 
1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 
67 Stat. 632). 

Section is from only that part of section 47 of title 21 U.S. C., 
1952 ed., relating to the composition of the United States Board of Tea 
Appeals and the designation of its members. For remainder of such 
section 47, see Distribution Table. 

Changes were made in phraseology. 


Section 263—SrctTion ReEvisep 


Based on title 21, U. S. C., 1952 ed., § 41 (Mar. 2, 1897, ch. 358, 
§ 1, 29 Stat. 604; May 16, 1908, ch. 170, 35 Stat. 163; May 31, 1920, 








a 


58, 
20, 





REVISION OF TITLE 21, UNITED STATES CODE 23 


ch. 217, 41 Stat. 712; 1940 Reorganization Plan No. IV, § 12, eff. 
June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 Reorganization Plan 
No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Changes were made in phraseology. 


Section 264—SectTion REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 42, 43 (Mar. 2, 1897, ch. 
358, §§ 2, 3, 29 Stat. 604, 605; May 31, 1920, ch. 217, 41 Stat. 712; 
1940 Reorganization Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 
2422, 54 Stat. 1237; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 
1953, 18 F. R. 2053, 67 Stat. 632). 

First sentence of this section is from section 42 of title 21, U.S. C., 
and the remainder of this section is from section 43 of said title. 
Other provisions of said section 42 are contained in section 261 of this 
title. 

Changes were made in phraseology. 


Section 265—Section Revisep 





Based on title 21, U. S. C., 1952 ed., §§ 44, 46a (Mar. 2, 1897, ch. 
358, § 4, 29 Stat. 605; May 31, 1920, ch. 217, 41 Stat. 712; 1940 Re- 
organization Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 
54 Stat. 1237; June 27, 1940, ch. 437, title I, 54 Stat. 632; July 1, 
1941, ch. 269, title II, 55 Stat. 478; 1953 Reorganization Plan No. 1, 
§ 5, eff. Apr. 11, 1953, 18 F. R. 2053, 67 Stat. 632). 

Subsections (a) and (b) of this section are from sections 44 and 46a, 
respectively, of title 21, U.S. C., 1952 ed. 

Changes were made in phraseology. 


Section 266—Section Revisep 


Based on title 21, U.S. C., 1952 ed., § 45 (Mar. 2, 1897, ch. 358, 
§$ 5, 29 Stat. 605). 
Changes were made in phraseology. 


Section 267—Section ReEvIseD 


Based on title 21, U. S. C., 1952 ed., § 46 (Mar. 2, 1897, ch. 358, 
§$ 7, 29 Stat. 606; May 31, 1920, ch. 217, 41 Stat. 712, 713). 

Section is from first sentence of section 46 of title 21, U.S. C., 1952 
ed. Other provisions of that section are in section 268 of this title. 

Changes were made in phraseology. 


SEcTION 268—-SecTIon REVISED 


Based on title 21, U. S. C., 1952 ed., § 46 (Mar. 2, 1897, ch. 358, 
§ 7, 29 Stat. 606; May 31, 1920, ch. 217, 41 Stat. 712, 713). 
Section is from last sentence of section 46 of title 21, U.S. C., 1952 
ed. Other provisions of that section are contained in section 267 of 
this title. 
Section 269—Serctrion Revisep 


Based on title 21, U. S. C., 1952 ed., § 47 (Mar. 2, 1897, ch. 358, 
§ 6, 29 Stat. 606; May 31, 1920, ch. 217, 41 Stat. 712, 713; 1940 Re- 
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organization Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 
54 Stat. 1237; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 
18 F. R. 2053, 67 Stat. 632). 

Provision of section 47 of title 21, U. S. C., 1952 ed., for appoint- 
ment of the United States Board of Tea Appeals is contained in 
section 262 of this title. 

Changes were made in phraseology. 


Section 270—Srcrion REVISED 


Based on title 21, U. S. C., 1952 ed., § 48 (Mar. 2, 1897, ch. 358, 
§ 8, 29 Stat. 606; May 31, 1920, ch. 217, 41 Stat. 712). 
Changes were made in phraseology. 


Section 271—Sgction RevIsED 


Based on title 21, U. S. C., 1952 ed., § 49 (Mar. 2, 1897, ch. 358, 
§ 9, 29 Stat. 606; May 31, 1920, ch. 217, 41 Stat. 712). 

Words ‘‘an examiner’ were substituted for ‘‘a customs examiner”’ 
to conform with present practice. According to information received, 
the examinations referred to in this chapter are made by officials of 
the Food and Drug Administration. 

Reference to ‘‘sections 41-46 and 47-50 of this title’ was changed 
to ‘‘this chapter’. Other changes were made in phraseology. 


Section 272—Sectrion REvIsED 


Based on title 21, U. S. C., 1952 ed., § 50 (Mar. 2, 1897, ch. 358, 
§ 10, 29 Stat. 607; May 31, 1920, ch. 217, 41 Stat. 712; 1940 Reorgan- 
ization Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat 
1237; 1953 Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R 
2053, 67 Stat. 632). 

Changes were made in phraseology. 


Section 273—-Nrew SEcrTIon 


Section is new, but merely confirms the popular name by which the 
provisions carried into this chapter have been known. 


st CHAPTER 9—CAUSTIC POISONS 
311. Definitions. 

312. Misbranded shipments. 

313. Misbranded imports. 

314. Removal of labels. 

315. Enforcement. 

316. Libel for condemnation. 

317. Penalties. 

318. Institution of condemnation and criminal proceedings. 
319. Construction; application of other provisions. 

320. Short title. 


Section 311—Srctrion Revisep 


Based on section 402 of title 15, U. S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 2, 44 Stat. 1406). 

Section incorporates all of section 402 of title 15, U. S. C., 1952 ed., 
except subsection (d) thereof. 
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Words ‘‘The term” at the beginning of each subdivision were 
omitted as unnecessary. 

A definition of person was inserted to harmonize with other sections 
of this title defining such term. See, also, section 1 of title 1, U.S. C., 
General Provisions. 

Changes were made in phraseology. 

Subsection (d) of 15 U. S. C., 1952 ed., § 402 is incorporated in 

section 319 of this title. 


. Section 312—Section REvIsEeD 


Based on section 403 of title 15, U. S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 3, 44 Stat. 1407). 

Section was divided into subdivisions and paragraphs (a), (b), and 
(c) were renumbered paragraphs (1), (2), and (3). The phraseology 
of paragraph (3) was changed for greater clarity. Other of cersbre were 
made in phraseology. 


Section 313—SectTion Revisep 


Based on section 405 of title 15, U.S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 5, 44 Stat. 1408; 1940 Reorganization 
Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 
Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 
67 Stat. 632). 

Changes were made in phraseology. 


Section 314—Secrion REVISED 


Based on section 406 of title 15, U. S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 6, 44 Stat. 1409). 
Changes were made in phraseology. 


Section 315—Section REvIsED 


Based on section 409 of title 15, U. S. C., 1952 ed., Commerce and 
‘Trade'( Mar. 4, 1927, ch. 489, § 9, 44Stat. 1409; 1940 Reorganization 
Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 
Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 
67 Stat. 632). 

In subsection (b), the term “United States district attorney’? was 
changed to ‘United States attorney” to conform with title 28, U.S. C., 
Judiciary and Judicial Procedure, enacted into law in 1948. See 
section 501 et seq. of such title. 

In subsection (c) (3), “Classification Act of 1949’ was substituted 
for “sections 661-663, 664-669, 670-672, 673 and 674 of title 5” 
(Classification Act of 1923), inasmuch as such sections in title 5, 
U. S. C., Executive Departments and Government Officers and 
Employees, were repealed by the Classification Act of 1949 (Act 
Oct. 28, 1949, ch. 782, 63 Stat. 954; 5 U.S. C., § 1071 et seq.). See 
section 1106 of such Act (63 Stat. 972). 

Other changes were made in phraseology. 
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Section 316—Secrion REVISED 


Based on section 404 of title 15, U.S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 4, 44 Stat. 1408). 
Changes were made in phraseology. 


Section 317—Section ReEviseD 


Based on section 407 of title 15, U.S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 7, 44 Stat. 1409). 

Style of section was changed to conform partly with that adopted 
in the revision of title 18, U. S. C., Crimes and Criminal Procedure, 
which was enacted into law in 1948. 

The penalty provided by section 407 of title 15, U.S. C., 1952 ed., 
from which this section is derived is a fine of not more than $200 or 
imprisonment for not more than 90 days, or both. This seems clearly 
inadequate in comparison with the penalties for the misbranding of 
other products which are supervised by the Food and Drug Admin- 
istration. The provisions of section 407 were adopted in 1927. 
Because the 1938 Food, Drug and Cosmetic Act is a later expression 
of Congressional opinion concerning the gravity of offenses involving 
the misbranding of products which may be dangerous to consumers, 
the penalties of that act have been adopted in the revised section, 
namely, maximum penalties of $1,000 or one year or both, for the 
first offense and $10,000 or three years or both for either a subsequent 
offense or a violation with intent to defraud or mislead. 


Section 318—SectTion REvIsED 


Based on section 408 of title 15, U.S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 8, 44 Stat. 1409; 1940 Reorganization 
Plan No. IV, § 12, eff. June 30, 1940, 5 F. R. 2422, 54 Stat. 1237; 1953 
Reorganization Plan No. 1, § 5, eff. Apr. 11, 1953, 18 F. R. 2053, 
67 Stat. 632). 

The term “United States attorney” was substituted for ‘United 
States district attorney” to conform with section 501 et seq. of title 
28 U. S. C., Judiciary and Judicial Procedure, enacted into law in 
1948. 

Changes were made in phraseology. 


Section 319—Section REvIsED 


Based on sections 402 and 411 of title 15, U. S. C., 1952 ed., Com- 
merce and Trade (Mar. 4, 1927, ch. 489, §§ 2, 12, 44 Stat. 1406, 1410). 

Subsection (a) is from subsection (d) of 15 U.S. C., 1952 ed., § 402. 
The remainder of that section is incorporated in section 311 of this 
title. 

Subsection (b) is from 15 U.S. C., 1952 ed., § 411. In paragraph 
(1) “Chapter 3 of this title’? was substituted for a reference to the 
Food and Drug Act of 1906. The act referred to in paragraph (3) 
constitutes sections 2-601 to 2-617 of the District of Columbia Code, 
1951 ed. 

Other changes were made in phraseology. 
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Section 320—Secrion REvIsED 


Based on section 401 of title 15, U. S. C., 1952 ed., Commerce and 
Trade (Mar. 4, 1927, ch. 489, § 1, 44 Stat. 1406). 

The only changes were the placing of the popular name within 
re: Ba marks and the substitution of the word ‘Chapter’ for 
“Act.” 


PART II.—ANIMALS, POULTRY AND MEATS 


Chapter Sec. 
Sa Or IN oo gcc sees ankdbcotecgoutienbacce 451 
SE SEOs SN i JS lites ea. Fa sk AB te 491 
55. Animal and poultry disease prevention; transportation, import, and 
ia eas Otay ileal ets oa ae ACE dew tb peas s 551 
57. Serums and analogous products_-.------_-- o apace nad ade ea ai 611 


es CHAPTER 51—DEPARTMENT OF AGRICULTURE - 


451. Administration of Part II; delegation of functions. 


Section 451—New Section 


This section has been inserted to make clear which agency is charged 
with the enforcement of this part, as distinguished from Parts I and 
III of this title. The language of the second sentence of this sec- 
tion was taken from 1947 Reorganization Plan No. I, § 301, 12 F. R. 
4534, 61 Stat. 952, set out in note to section 391 of title 7, U.S. C., 
which transferred the functions of the Bureau of Animal Industry 
to the Secretary of Agriculture. 


fe CHAPTER 53—MEAT INSPECTION 


491. Definitions. 

492. Ante-mortem inspections. 

493. Post-mortem inspections. 

494. Meat food products. 

495. Canning or packing meats and products; labels. 

496. Inspection of establishments. 

497. Time of inspections. 

498. Meat for export; inspection; clearance. 

499. Inspector’s certificates. 

500. Inspection, stamps or marks. 

501. Farmers and retail butchers and dealers, exemptions. 
502. Inspectors; appointment, powers, and duties. 

503. Regulations. 

504. Cost of inspections. 

505. Transportation of uninspected and unmarked articles. 
506. Transportation or sale in violation of chapter 

507. Forgery or misuse of marks or certificates. 

508. Penalties generally. 

509. Penalty for sale or transportation of unfit products by exempted persons. 
510. Bribery; acceptance of gifts. 

511. Horse meat. 

512. Dairy products for export. 

513. Reindeer. 


Secrion 491—Section REVISED 


Based on title 21, U. S. C., 1952 ed., § 91 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1265; June 29, 1938, ch. 810, 52 Stat. 1235). 

The definition of ‘farmer’’ is from section 91 of title 21, U. S. C., 
1952 ed. 
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The definitions of ‘retail butcher’ and “retail dealer’ are also 
from section 91 of title 21, U.S. C., 1952 ed. The ab hens thereof 


are combined in this revised section because the defining language of 
the two terms was substantially identical. In the combined defini- 
tion, words ‘‘partnership, association, or corporation”, which followed 
“ ” . sae ‘“ Ars 

person’’, were omitted as covered by the definition of ‘‘person’’ in 
section 1 of title 1, U. S. C., General Provisions. That definition of 
“person” relates to such term as used in any Act of Congress, and, in 
addition to partnerships, associations and corporations, includes 
“companies”, “firms’’, “societies” and “joint stock companies’’, 
The extension of the term “person”, as used in this revised section, 
to the latter group, is deemed advisable for the purpose of complete- 
ness. 

In the definition of farmer, word “natural” was inserted before 
“person” for the purpose of clarity, and in view of rulings of the 
Department of Agriculture. 

The other definitions are new, and were inserted to avoid repeti- 
tion of the definitive terms throughout the other sections of this 
chapter. 

The definition of ‘establishment’ adopts the phrase used in all 
sections of title 21, U. S. C., 1952 ed., §§ 71-96, in which it appears, 
except that in section 71 the word “salting” is not used. However, 
it would seem that “similar establishment” would include a salting 
establishment in that section, and that its omission in that section 
and inclusion in the other sections does not affect the scope of those 
sections. 

Changes were made in phraseology and arrangement. 

Other provisions of section 91 of title 21, U. S. C., 1952 ed. are 
contained in sections 501 and 509 of this title. 


Section 492—SectTion REvIsEeD 


Based on title 21, U. S. C., 1952 ed., § 71 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1260). 

Section was divided into sentences. Phrase “by inspectors ap- 
pointed for that purpose’”’ following ‘‘cause to be made” was omitted 
as unnecessary in view of section 503 of this title, providing for 
appointment of inspectors. References to cattle, sheep, swine, and 
goats, after the first such reference, were changed to “such animals.” 
Phrase ‘‘all as provided by the rules and regulations to be prescribed 
by the Secretary of Agriculture’ was changed to “under the Secre- 
tary’s rules and regulations.”’ 

“Secretary of Agriculture” was changed to “Secretary” and “any 
slaughtering, packing, meat-canning, rendering, or similar establish- 
ment’’ was changed to “any establishment’ because these terms are 
defined in section 491 of this title. The definition of “establishment”’ 
in that section includes also the word “‘salting” which does not appear 
in section 71 of title 21, U. S. C., 1952 ed. However, it would seem 
that a salting establishment would be a “‘similar establishment’”’ under 
said section 71. See Revision Note to section 491 of this title. 

Phrase ‘‘the meat and meat food products of which are to be used in 
interstate or foreign commerce’ following ‘‘goats’” was substituted 
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for “and the meat and meat products thereof are to be used in inter- 
state or foreign commerce” following “slavghtered”’ in first sentence 
for greater clarity. (See 28 Op. Atty. Gen. 369, 371, (1910).) 

Other changes were made in phraseology. 


Section 493—SrctTion ReEvisEep 


Based on title 21, U. S. C., 1952 ed., §§ 72, 73 (Mar. 4, 1907, ch. 
2907, 34 Stat. 1260, 1261). 

Section consolidates the provisions of sections 72 and 73 of title 
21, U. S. C., 1952 ed. The last paragraph is from said section 73 
and remainder of this section is from said section 72. 

“Secretary of Agriculture’? was changed to “Secretary” and 
“slaughtering, meat-canning, salting, packing, rendering, or similar 
establishment” to “‘establishment” because these terms are so defined 
in section 491 of this title. 

In the first paragraph, “by inspectors appointed for that purpose” 
following ‘‘cause to be made’’ was omitted as unnecessary in view 
of section 502 of this title, providing for appointment of inspectors. 
In the last paragraph, “The foregoing provisions’ was changed to 
“The provisions of this section.” 

Other changes were made in arrangement and phraseology. 


Section 494—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 74 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1261). 

Phrase “by inspectors appointed for that purpose’ following 
“cause to be made” in first sentence was omitted as unnecessary 
in view of section 502 of this title, providing for appointment of 
inspectors. 

“Secretary of Agriculture’ was changed to “Secretary” and 
“slaughtering, meat-canning, salting, packing, rendering, or similar 
establishment” to “establishment” because these terms are so defined 
in section 491 of this title. 

In the third paragraph, “by the establishment in the presence of 
an inspector’ was substituted for ‘‘as hereinbefore provided.” 

Provision of section 74 of title 21, U.S. C., 1952 ed., concerning the 
inspector’s access to the establishment at all times is consolidated in 
section 497 of this title. 

Other changes were made in phraseology. 


Section 495—SrEctTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 75 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1262). 

“Person, firm, or corporation’ was changed to ‘‘person’’ because of 
the definition of “person’’ in title 1, U. S. C., General Provisions, § 1. 

Other changes were made in phraseology. 
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Section 496—Section REVISED 


Based on title 21, U. S. C., 1952 ed., § 76 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1262). 

Phrase “all slaughtering, meat-canning, salting, packing, render- 
ing, or similar establishments” was changed to “all establishments 
defined in section 491 of this title’’. 

Other changes were made in phraseology. 


Section 497—Section REVISED 


Based on title 21, U. S. C., 1952 ed., §§ 74, 77 (Mar. 4, 1907, ch. 
2907, 34 Stat. 1261, 1262). 

Subsec. (a) is from section 77 of title 21, U.S. C., 1952 ed. Phrase 
“required by sections 492, 493, 494, and 495 of this title’ was sub- 
stituted for “of all cattle, sheep, swine, and goats, and the food 
products thereof, slaughtered and prepared in the establishments 
hereinbefore described for the purpose of interstate commerce’. 

Subsection (b) is from a provision of section 74 of said title. Al- 
though that section related to meat food products, it would seem that 
this provision would apply to all inspections and examinations under 
this chapter. Words “under this chapter’’ were inserted in text of 
this subsection. 

Other changes were made in phraseology. 


Section 498—SectTion REvIsEp 


Based on title 21, U. S. C., 1952 ed., §§ 83, 85 (Mar. 4, 1907, ch. 
2907, 34 Stat. 1263). 

Subsections (a) and (b) are from sections 83 and 85, respectively, of 
title 21, U. S. C., 1952 ed. 

In subsection (a), “the meat of which, fresh, salted, . . . or 
otherwise prepared”’ was changed to “when the fresh, salted, . 
or otherwise prepared meat or meat food products of such animals’. 

In subsection (b) the phrase “being the meat of animals killed after 
the passage of this act, or except as hereinbefore provided”’ in the 
original act, which appears in title 21 U.S. C., 1952 ed., § 85, as “being 
the meat of animals killed except as hereinbefore provided’’, was 
omitted. It would seem that the “hereinbefore provided” referred to 
a proviso omitted from said title 21 which concerned meat on hand 
on October 1, 1906. As now set out in said section 85, this provision 
seems to exempt from this section the meat of animals killed under 
the preceding sections of the chapter and this does not appear to be 
the intent of the section. 

In said subsection (b) “from an inspector appointed under the provi- 
sions of sections 71—93 of this title’ was changed to “from an in- 
spector”’ since inspector is defined in section 491 of this revised title. 
Phrase “the said cattle, sheep, swine, and goats” was changed to 
“the cattle, sheep, swine, and goats from which such meat or meat 
food product was obtained’. In the provision concerning waiver, 
“said cattle, sheep, swine, and goats or meats are’ was changed to 
“such meat or meat food product is” since this section relates only 
to the meat and meat food products covered by chapter. 

Other changes were made in phraseology. 
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Section 499—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 81, 84, 86 (Mar. 4, 1907, ch. 
2907, 34 Stat. 1263). 

Text of this section is from section 86 of title 21, U. S. C., 1952 
ed. Texts of sections 81 and 84 of said title, which provided for ap- 
pointment of inspectors authorized to give certificates for the pur- 
poses of sections 80 and 83 of title 21, U.S. C., 1952 ed., were omitted 
as covered by this section and by section 502 of this revised title, pro- 
viding for appointment of inspectors generally. Such section 80 is 
incorporated in section 565 of this title. Such section 83 is incor- 
porated in section 498 of this title. 

Words in second paragraph “the carcasses of cattle, sheep, swine, 
and goats, and the meat and meat food products thereof’ were 
substituted for words in section 86 of title 21, U. 5S. C., 1952 ed., 
“the cattle, sheep, swine, and goats or their carcasses and products”, 
since this chapter is not concerned with live animals for export. For 
provisions on that subject, see chapter 55 of this title. 

Changes were made in phraseology. 


Section 500—SectTion REvIsED 


Based on title 21, U. S. C., 1952 ed., § 89 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1264). 

Section is from part of section 89 of title 21, U.S. C.,1952 ed. Other 
provisions of said section 89, concerning appointment of inspectors 
and the Secretary’s regulations, are contained in sections 502 and 503 
of this revised title. 

Words “as ‘Inspected and passed’”’ were inserted to make clear 
the obvious intent of this provision, since a requirement that the 
inspectors refuse to mark articles which do not comply with this 
provision would conflict with other requirements of this chapter for 
use of the mark ‘‘Inspected and Condemned.”’ Phrase “establishment 
hereinbefore mentioned” was changed to “establishment subject to 
this chapter.” 

Other changes were made in phraseology. 


Section 501—Sectrion Revisep 


Based on title 21, U. S. C., 1952 ed., § 91 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1265; June 29, 1938, ch. 810, 52 Stat. 1235). 

Section is derived from part of section 91 of title 21, U. S. C., 1952 
ed. Provisions of said section 91 defining farmer, retail butcher, and 
retail dealer, are incorporated in section 491 of this revised title and 
the penalty provision of said section is contained in section 509 
of this revised title. 

In subsection (b), “any slaughtering, meat-canning, salting, packing, 
rendering, or similar establishment”’ was changed to “any establish- 
ment” since “establishment” is so defined in section 491 of this re- 
vised title. 

Other changes were made in phraseology. 


Section 502—SectTion ReEvIsep 


Based on title 21, U.S. C., 1952 ed., § 89 (Mar. 4, 1907, ch. 2907, 34 
Stat. 1264). 
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Section is from part of section 89 of title 21, U. S. C., 1952 ed. 
Other provisions of said section 89, concerning the marking of in- 
spected articles and the Secretary’s regulations, are contained in 
sections 500 and 503 of this title. 

Phrase “‘the examinations and inspections provided for under this 
chapter” was substituted for provisions specifying the various ex- 
aminations and inspections. 

Other changes were made in phraseology. 


Section 503—SrctTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 89 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1264). 

Section is from part of section 89 of title 21, U.S. C., 1952 ed. Other 
provisions of said section 89, concerning appointment of inspectors 
and the marking of inspected articles, are contained in sections 500 
and 502 of this title. 

Changes were made in phraseology. 


Section 504—SrectTion ReEviIsep 


Based on title 21, U. S. C., 1952 ed., §§ 97-97d, 98 (July 30, 1947, 
ch. 356, title I, § 1, 61 Stat. 531, 532; June 5, 1948, ch. 423, 62 Stat. 
344). 

Text of section is based on section 98 of title 21, U. S. C., 1952 ed. 
Phrase “‘on and after July 1, 1948” was omitted and “laws relating to 
Federal inspection of meat and meat food products” was changed to 
“this chapter.” 

Sections 97, 97a, 97b, 97c, and 97d of title 21, U.S. C., 1952 ed., made 
rag ie for the payment of the cost of meat inspection service 
»y the establishments subject to inspection, beginning on July 1, 1947. 
These provisions were superseded, effective July 1, 1948, by section 
98 of said title which constitutes this section. The meat inspection 
fund set up by said section 97 was carried into the general fund of 
the Treasury by act June 19, 1948, ch. 543, 62 Stat. 507. 

Changes were made in phraseology. 


Section 505—Section ReEvIsEpD 


Based on title 21, U.S. C., 1952 ed., § 78 (Mar. 4, 1907, ch. 2907, 34 
Stat. 1262). 

At beginning of this section, “firm or corporation” following “per- 
son’’ was omitted as included in “person’”’ as defined in section 1 of 
title 1, U. S. C., General Provisions. 

Other changes were made in phraseology. 


Section 506—Section ReEvIsEeD 


Based on title 21, U.S. C., 1952 ed., § 87 (Mar. 4, 1907, ch. 2907, 34 
Stat. 1264). 

Phrase “sections 71—93 of this title’ was changed to ‘“‘this chapter’. 

References to “firm or corporation” following “person’”’ were 
omitted as included in ‘person’ as defined in section | of title 1, 
U. S. C., General Provisions. 
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Section 507—SgEctTion REvISED 


Based on title 21, U.S. C., 1952 ed., § 79 (Mar. 4, 1907, ch. 2907, 34 
Stat. 1263). 

References to “sections 71-93 of this title’? were changed to “‘this 
chapter”. At beginning of section “firm or corporation, or officer, 
agent, or employee thereof’ following “person”? was omitted. A 
firm, or corporation is a “person” as defined in section 1 of title 1, 
U.S. C., General Provisions. Reference to “officer, agent, or employee 
thereof” is unnecessary because of section 2 of title 18, U.S. C., Crimes 
and Criminal Procedure, which provides that whoever aids, abets, 
counsels, commands, induces, or procures the commission of an offense 
against the United States, or causes an act to be done which if directly 
performed by him would be such an offense, is a principal and punish- 
able as such. See, also, United States v. Dotterweich, 1943, 64S. Ct. 
134, 320 U.S. 277, 88 L. Ed. 48, rehearing denied 64 S. Ct. 367, 320 
U.S. 815, 88 L. Ed. 492, holding that “person” as used in the provision 
of the Food, Drug, and Cosmetic Act of 1938 from which section 33 
of this revised title is derived, included an officer of a corporation. 


Section 508—Section Revisep 


Based on title 21, U.S. C., 1952 ed., § 88 (Mar. 4, 1907, ch. 2907, 34 
Stat. 1264). 

Section was changed to conform to the style adopted in the revision 
of title 18, U. S. C., Crimes and Criminal Procedure, and to omit 
surplusage. 

Word “whoever” was substituted for “Any person, firm, or corpo- 
ration, or any officer or agent of any such person, firm, or corporation, 
who” in view of the definition of “whoever” in section 1 of title 1, 
U. 8. C., General Provisions, and for the reasons stated in Revision 
Note to section 507 of this revised title. 

Section 88 of title 21, U.S. C., 1952 ed., designated offenses there- 
under as a “‘misdemeanor’’, and, as punishment, prescribed maximum 
fine of $10,000, and maximum term of imprisonment of two years, 
whereas, under section 1 of title 18, U. S. C., Crimes and Criminal 
Procedure, it is provided that, notwithstanding any act of Congress 
to the contrary, any offense punishable by imprisonment for a term 
exceeding one year is a felony. In this revised section, the maximum 
term of imprisonment was reduced to one year, not necessarily to 
conform with the definition of misdemeanor in such section 1 of title 
18, U.S. C., but because this would seem to be more nearly commen- 
surate with the gravity of any offense for which this section prescribes 
the penalties. However, as revised, the reference to ‘“‘misdemeanor’’ 
is omitted, for this is covered by such section 1 of title 18, U. S. C. 

Words “Except as provided in sections 509 and 510 of this title” 
were inserted at beginning because of the specific penalties provided 
by those sections for violations thereof. 

Section 88 of title 21, U. S. C., 1952 ed., also related to violations 
of sections 80 and 82 of that title, the provisions of which are incorpo- 
rated in section 565 (d) (e) of this title. Therefore, the provisions of 
such section 88 have also been carried into section 573 (d) of this 
ty? where they provide penalties for violation of such section 565 

e). 


Other changes were made in phraseology. 
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Section 509—Section Revisep 


Based on title 21, U. S. C., 1952 ed., §§ 91, 92 (Mar. 4, 1907, ch. 
2907, 34 Stat. 1265; June 29, 1938, ch. 810, 52 Stat. 1235). 

Section is from part of section 91 of title 21, U. S. C., 1952 ed., 
formerly set out as section 92 of said title. The remainder of said 
section 91 is contained in sections 491 and 501 of this revised title. 

Phrase “being a farmer, retail butcher, or retail dealer acting 
under the exemptions provided in section 502 of this title’ was 
inserted. Section 91 of title 21, U. S. C., 1952 ed., refers to “any 
person”? without this limitation, but the courts have held that it 
applies only to those whose products are exempted from inspection 
under that section. See Kierstein v. Cudahy Packing Co., C. C. A. Pa. 
1935, 80 F. 2d 518; U. S. v. Northwestern Fisheries Co., D. C. Wash. 
1915, 224 F. 274; U. S. v. Rohe, D. C. N. Y. 1914, 218 F. 182. 

Section was changed to conform to the style adopted in the revision 
of title 18, U. S. C., Crimes and Criminal Procedure. Among other 
changes, ‘shall be guilty of a misdemeanor” was omitted because 
misdemeanor is defined in section 1 of title 18, U. S. C., and “on con- 
viction thereof’’ was omitted as surplusage. 


Section 510—Secrion ReEvisep 


Based on title 21, U. S. C., 1952 ed., § 90 (Mar. 4, 1907, ch. 2907, 
34 Stat. 1264). 

This section was changed to conform to the style adopted in the 
revision of title 18, U. S. C., Crimes and Criminal Procedure. 

‘“‘Whoever’’ in subsection (a) was substituted for ‘‘Any person, firm, 
or corporation, or any agent or employee of any person, firm, or cor- 
poration, who”’ in view of the definition of ‘“‘whoever’’ in section 1 of 
title 1, U. S. C., and for the reasons stated in Revision Note to section 
507 of this revised title. 

Also, reference to ‘‘firm, or corporation, or officers, agents, or em- 
ployees thereof,’”’ which followed “person,’’ in one place in section 90 
of title 21, U. S. C., 1952 ed., and reference to “firm, or corporation”’ 
which followed ‘‘person,”’ in another place in such section, were omitted 
from subsection (b) as unnecessary and covered by definition of 
“person” in section 1 of title 1, U. S. C., General Provisions. See, 
also, Revision Note to section 507 of this title. 

In both subsections (a) and (b) “shall be deemed guilty of a felony” 
was omitted as unnecessary because “felony” is defined in section 1 
of title 18, U.S.C. “Upon conviction thereof’? was omitted as super- 
fluous since punishment can only be imposed after conviction. Provi- 
sions for minimum punishment of $5,000 and one year in subsection 
(a) and $1,000 and one year in subsection (b) were omitted to conform 
with revised title 18, U.S. C. See statement in Reviser’s Note to 18 
U. S. C. § 203 that “minimum punishment provisions were omitted 
because of the court’s power, under section 3651 of this title, to sus- 
pend sentence whenever the crime or offense is not punishable by 
death or life imprisonment, and, also, to conform with policy adopted 
by the codifiers of the 1909 Criminal Code. (See S. Rept. 10, pt. 1, 
pp. 12, 13, 14, 60th Cong., 1st sess., to accompany 5S. 2982.)” 

The mandatory provisions for both fine and imprisonment were 
changed to fine or imprisonment, or both, because the court now bas 
this discretion by making use of its power to suspend sentence under 
section 3651 of title 18, U. S. C. 

Other changes were made in phraseology. 
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Section 511—Section REvIsEepD 


Based on title 21, U. S. C., 1952 ed., § 96 (July 24, 1919, ch. 26, 41 
Stat. 241). 

In subsection (a), ‘firm, or corporation or officer, agent, or employee 
thereof” following .‘‘person,”” was omitted, and in subsection (b), 
reference to “firms, corporations and officers, agents and employees 
thereof”? which followed “persons,”, was omitted, for the reasons 
stated in Revision Note to section 507 of this revised title. 

Other changes were made in phraseology. 


Section 512—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 94a, 132 (May 23, 1908, ch. 
192, 35 Stat. 254). 

Section is from section 94a of title 21, U. S. C., 1952 ed., which was 
formerly set out as section 132 of that title. 

Changes were made in phraseology. 


Section 513—Sectrion REVISED 


Based on title 21, U. S. C., 1952 ed., § 94 (June 30, 1914, ch. 131, 
38 Stat. 420). 
Phrase “sections 71-93 of this title’? was changed to ‘this chapter’’. 


CHAPTER 55—ANIMAL AND POULTRY DISEASE PRE- 
VENTION; TRANSPORTATION, IMPORT, AND EXPORT 
OF ANIMALS 

Sec. 

551. Measures and regulations to prevent introduction or spread of disease. 

552. Control of diseases; cocperation with States. 

553. Research laboratories for foot-and-mouth and other diseases. 

554. Appointment of agents to make recommendations. 

555. Cooperation with Mexico; foot-and-mouth disease and rinderpest; report 

to Congress. 

556. Cattle grubs, research and eradication. 

557. International boundary fences. 

558. Regulation of transportation and exportation generally. 

559. Quarantine of infected areas. 

560. Regulations for transportation from quarantined areas. 

561. Transportation from quarantined areas prohibited; exceptions. 

562. Transportation of diseased livestock or poultry prohibited. 

563. Cattle reacting to tuberculin test, transportation of. 

564. Domestic animals reacting to test for paratuberculosis or brucellosis. 

565. Regulation and promotion of exports. 

566. Suspension of importation. 

567. Importation of diseased or exposed animals and poultry prohibited. 

568. Importation prohibited except at quarantine stations. 

569. Quarantine of imported animals and poultry. 

570. Inspection and disposition of imported animals and poultry. 

571. Disease control in District of Columbia. 

572. Inspection by Department as precluding other inspections and fees. 

573. Penalties. 

574. Prosecution of violations; venue. 


NOTE 


Wherever, in the sections of title 21, U. S. C., 1952 ed., from which 
the revised sections in this chapter were derived, the term “live 
poultry” was used, such term, in these revised sections, was changed 
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to “poultry”. Unless the term “poultry” is qualified as in the case 
of “dressed poultry” or ‘drawn poultry”, it is presumed to mean 
‘Jive poultry”. In the case of any outbreak of disease which might 
be disseminated by poultry other than live birds, the broad pro- 
visions of section 551 of this title would apply. 


Section 551—Section REvIsEeD 


Based on title 21, U.S. C., 1952 ed., § 111 (Feb. 2, 1903, ch. 349, § 2, 
32 Stat. 792; Feb. 7, 1928, ch. 30, 45 Stat. 59; July 22, 1954, ch. 
558, § 33, 68 Stat. 510). 

A reference to ‘‘contagious” and “infectious” diseases was omitted 
as covered by the general term ‘“‘ccommunicable disease’’. 

Changes were made in phraseology. 


Section 552—Sectrion ReEvisep 


Based on title 21, U.S. C., 1952 ed., §§ 114, 114a (May 29, 1884, ch. 
60, § 3, 23 Stat. 32; May 29, 1884, ch. 60, § 11, as added Sept. 21, 
1944, ch. 412, title I, § 101 (a), 58 Stat. 734; Feb. 7, 1928, ch. 30, 45 
Stat. 59; Oct. 30, 1951, ch. 637, § 1, 65 Stat. 693; Aug. 8, 1953, ch. 
381, 67 Stat. 493, 494). 

Subsections (a) and (b) are from sections 114 and 114a, respec- 
tively, of title 21, U. S. C., 1952 ed. 

In subsection (a) ‘control and eradication” was substituted for “‘sup- 
pression and extirpation” to correspond with the more recent acts 
which use the former term. Phrase “of domestic animals and poul- 
try’? was added to first sentence because that was the scope of the 
1884 act as amended by the 1928 act. References to ‘sections 111- 
114, 115, 117-119, and 130 of this title’ and to “said sections’ were 
changed to ‘this chapter’’, in order to allow the Secretary to obtain 
State cooperation in the enforcement of all the provisions of this 
chapter. This would seem to be the intent of the present law. 

References to foot-and-mouth disease, rinderpest, contagious pleu- 
ropheumonia, pleuropneumonia, and “contagious” and “‘infectious’’ 
diseases were omitted as covered by the general term ‘‘communicable 
diseases’’. 

Other changes were made in phraseology. 


Section 553—Sectrion REvIsED 


Based on title 21, U. S. C., 1952 ed., § 113a (May 29, 1884, ch. 60, 
§ 12, as added Apr. 24, 1948, ch. 229, 62 Stat. 198). 

References to poultry were inserted to make it clear that this sec- 
tion also applies to this class of livestock. 

In last paragraph, ‘Classification Act of 1949” was substituted for 
“Classification Act” for the purpose of clarity, the Classification Act 
of 1923 having been repealed by the Classification Act of 1949 (Act 
Oct. 28, 1949, ch. 782, 63 Stat. 954; 5 U.S. C. § 1071 et seq.). See 
section 1106 of such Act (63 Stat. 972). 

Changes were made in phraseology. 
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Section 554—Section REvIsep 


Based on title 21, U. S. C., 1952 ed., § 119 (May 29, 1884, ch. 60, 
§ 2, 23 Stat. 31; Feb. 9, 1889, ch. 122, § 1, 25 Stat. 659; July 14, 1890, 
ch. 707, 26 Stat. 288; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

A reference to poultry was inserted in one place for the purpose of 
clarity, and a reference to ‘“‘contagious” and “infectious” diseases was 
omitted as covered by the general term “communicable diseases’’. 

Words “suppression and extirpation’”’ were changed to ‘‘control and 
eradication” to correspond with the more recent acts which use 
the latter phrase. Reference to “sections 111-114, 115, 117, and 
118 of this title’ was changed to “this section,” since this is the only 
section referring to the duties of such agents. 

Other changes were made in phraseology. 


Section 555—Srection REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 114b, 114c, 114d (Feb. 28, 
1947, ch. 8, §§ 1-3, 61 Stat. 7, 8). 

Subsections (a), (b), and (c) are from sections 114b, 114c, and 114d, 
respectively, of title 21, U.S. C., 1952 ed. 

Words in section 114c of title 21, U. S. C., 1952 ed., “personal 
services in the District of Columbia and elsewhere without regard to 
the limitations contained in section 947 (g) of Title 5, including” 
were omitted from clause (3) of subsection (b) of this section to con- 
form with act Sept. 23, 1950, ch. 1010, § 7 (b), 64 Stat. 986. That 
Act repealed those provisions of section 46 of title 5, U. S. C., Exec- 
utive Departments and Government Officers and Employees, which 
prohibited employment of personal services in the District of Columbia 
unless specifically authorized in the appropriation concerned. Fur- 
ther, section 947 of such title 5, of which subsection (g) was referred 
to in such omitted provision, was repealed by act Sept. 12, 1950, ch. 
946, Title IIT, § 301 (85), 64 Stat. 843. 

In subsection (c), “Thirty days after February 28, 1947, and every 
thirty days thereafter’ was changed to “‘on the last day of each month” 
for the purpose of clarity. 

Other changes were made in phraseology. 


Section 556—Section REvISsED 


Based on title 21, U. S. C., 1952 ed., §§ 114e, 114f (June 16, 1948, 
ch. 477, 62 Stat. 458). 

Section consolidates sections 114e and 114f of title 21, U.S. C., 1952 
ed. Provision of said section 114f authorizing appropriations was 
omitted as unnecessary because of the section in the act enacting 
this revised title which authorizes appropriations. 

Changes were made in phraseology. 


Section 557—Section REVISED 


Based on title 21, U.S. C., 1952 ed., § 131 (May 26, 1910, ch. 256, 36 
Stat. 440). 

The only change was the insertion of a reference to poultry. This 
will make the section uniform with a number of other sections in this 
chapter, and such change would seem to be in the public interest. 
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Section 558—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., § 120 (May 29, 1884, ch. 60, 
§§ 4, 5, 23 Stat. 32; Feb. 2, 1903, ch. 349, § 1, 32 Stat. 791; Feb. 7, 
1928, ch. 30, 45 Stat. 59). 

Phrase “suppress and extirpate’’ was changed to ‘control and 
oer aang to correspond with more recent acts which use the latter 

rase. 

. References to contagious pleuropneumonia, foot-and-mouth disease, 
and “contagious” and “infectious” Ciseases were omitted as covered 
by the general term ‘‘communicable diseases.” 

Other changes were made in phraseology. 


Section 559—Srction ReviIsep 


Based on title 21, U. S. C., 1952 ed., § 123 (Mar. 3, 1905, ch. 1496, 
§ 1, 33 Stat. 1264; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

A reference to a ‘‘contagious”’ and “infectious’’ disease was omitted 
as covered by the general term ‘‘communicable disease’’. 

Changes were made in phraseology. 


Section 560—SectTion REvIsep 


Based on title 21, U. S. C., 1952 ed., § 125 (Mar. 3, 1905, ch. 1496, 
§ 3, 33 Stat. 1265; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

“Tt shall be the duty of the Secretary of Agriculture, and he is 
authorized and directed’? was changed to “The Secretary of Agricul- 
ture shall.”” Requirement for notice in the manner provided in section 
124 of title 21, U.S. C., 1952 ed., was changed to refer to the revised 
section derived from section 123 of that title, since the reference to 
said section 124 is obviously erroneous. 

Other changes were made in phraseology. 


Section 561—Srection ReEvIsep 


Based on title 21, U.S. C., 1952 ed., §§ 124, 126, 128 (Mar. 3, 1905, 
ch. 1496, §§ 2, 4, 33 Stat. 1264, 1265; June 30, 1914, ch. 131, 38 Stat. 
419; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

Section consolidates sections 124, 126 and 128 of title 21, U.S. C., 
1952 ed. 

Subsection (a) of this revised section, which was derived from 
sections 124 and 126 of title 21, U.S. C., 1952 ed., has been rearranged 
and rewritten for greater clarity and brevity. References to “company 
or corporation”’ following ‘‘person” were omitted as unnecessary in 
view of the definition of person in section 1 of title 1, U. S. C., General 
Provisions. 

A reference in section 128 of title 21, U. S. C., 1952 ed., to section 
118 of title 18 was omitted from subsection (b) of this revised section 
as unnecessary. Section 111 of revised title 18 which was derived 
from such former section 118 (repealed in 1948) is broad enough to 
cover the carriers to which this subsection applies. 

Other changes were made in phraseology. 
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Section 562—SeEctTion REvIsED 


Based on title 21, U. S. C., 1952 ed., § 115 (May 29, 1884, ch. 60, 
§ 6, 23 Stat. 32; June 28, 1926, ch. 700, § 1, 44 Stat. 774; Feb. 7, 
1928, ch. 30, 45 Stat. 59). 

Phrase ‘“‘steam or sailing or other’ preceding ‘“‘vessel or boat” was 
omitted as unnecessary. References to “company, or corporation” 
following ‘any person” were omitted since they are included in the 
definition of “person”’ in section 1 of title 1, U. S. C., General Provi- 
sions. 

References to ‘‘contagious’” and “‘infectious” diseases, and the 
phrase ‘‘and especially the disease known as pleuropneumonia”’, were 
all omitted as covered by the general term ‘‘communicable disease’’. 

Other changes were made in phraseology. 


Section 563—SeEctTIOoN REVISED 


Based on title 21, U. S. C., 1952 ed., § 116 (May 31, 1920, ch. 217, 
41 Stat. 699). 
Changes were made in phraseology. 


Section 564—SectTion UNCHANGED 


Based on title 21, U. S. C., 1952 ed., § 114a—-1 (May 29, 1884, ch. 
60, § 13, as added Oct. 31, 1951, ch. 637, § 2, 65 Stat. 693, 694). 


Section 565—Section ReviIsep 


Based on title 21, U. S. C., 1952 ed., §§ 80, 82, 105, 112, 113 (May 
29, 1884, ch. 60, §§ 4, 5, 23 Stat. 32; Aug. 30, 1890, ch. 839, § 10, 26 
Stat. 417; Feb. 2, 1903, ch. 349, § 1, 32 Stat. 791; Mar. 4, 1907, ch. 
2907, 34 Stat. 1263; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

Subsections (a), (b), and (c) are from sections 113, 112, and 105, 
respectively, of title 21, U. S. C., 1952 ed. Other provisions of said 
section 105 are contained in section 570 of this title. 

The references in sections 112 and 113 of title 21 U. S. C., 1952 ed., 
to pleuropneumonia, and to any “contagious” and “infectious” 
diseases were omitted from this revised section as covered by the gen- 
eral term ‘communicable disease”’. 

In subsection (b), reference to “dividing lines” between the United 
States and foreign countries was changed to ‘borders’. 

In subsection (c), references to poultry were inserted to make such 
subsection uniform with the other subsections of this section, and with 
other sections in this chapter, and because this would seem to be in 
the public interest. 

Subsections (d) and (e) are based on sections 80 and 82, respectively, 
of title 21, U. S. C., 1952 ed. 

Changes were made in phraseology. 


Section 566—Section Revisep 


Based on title 21, U. S. C., 1952 ed., § 101 (Aug. 30, 1890, ch. 839, 
§ 9, 26 Stat. 416). 

References to poultry were inserted to make it clear that this class 
of livestock is included within the scope of the section. 
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Words ‘“‘communicable diseases” were substituted for “infectious or 
contagious diseases’ to make the section uniform with other sections 
in this chapter. This does not change the substance or scope of the 
section. 

Changes were made in phraseology. 


Section 567—Serction REvIsED 


Based on title 21, U. S. C., 1952 ed., § 104 (Aug. 30, 1890, ch. 839, 
§ 6, 26 Stat. 416; June 28, 1926, ch. 700, § 2, 44 Stat. 775; Feb. 28, 
1931, ch. 348, 46 Stat. 1460; July 22, 1954, ch. 558, § 32, 68 Stat. 510). 

Section is from part of section 104 of title 21, U. S. C., 1952 ed. 
The remainder of that section, providing penalties, is contained in 
section 573 of this title. 

A reference to poultry was inserted to make the section uniform 
with other sections in this chapter, and because it would seem to be in 
the public interest. 

Changes were made in phraseology. 


Section 568—SrctTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 103 (Aug. 30, 1890, ch. 839, 
§ 8, 26 Stat. 416). 

Section is from the first and last sentences of section 103 of title 
21, U.S. C., 1952 ed. The remainder of such section is contained in 
section 570 of this title. 

Phrase “all animals described in sections 101-105 of this title” in 
first sentence was changed to specify the animals to which it applies. 

References to poultry were inserted to make the section uniform 
with other sections in this chapter, and because it would seem to be 
in the public interest. 

Other changes were made in phraseology. 


Section 569—SectTion REVISED 


Based on title 21, U. S. C., 1952 ed., § 102 (Aug. 30, 1890, ch. 839 
§ 7, 26 Stat. 416). 

At beginning of second sentence ‘For this purpose he may have 
and maintain possession of all lands, buildings, animals, tools, fix- 
tures, and appurtenances in use on August 3, 1890, for the quarantine 
of neat cattle, and purchase, construct, or rent as may be necessary” 
was changed to read as set out in text of this section in order to 
omit executed provisions. 

References to poultry were inserted to make the section uniform 
with other sections in this chapter, and because it would seem to be 
in the public interest. 

Word “neat”? which preceded ‘‘cattle’’ was omitted as an obsolete 
term. The term “neat cattle’? was used when various provisions set 
out in this chapter were originally enacted in 1890. The term ‘“‘cattle’’ 
is broader, and, in later enactments also carried into this chapter, 
Congress did not modify such term with the word ‘‘neat’’. According 
to information received from the Department of Agriculture, it is 
advisable to eliminate the latter word as inapplicable to present 
conditions. 

Other changes were made in phraseology. 
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Section 570—SrctTion REVISED 


Based on title 21, U. S. C., 1952 ed., §§ 103, 105 (Aug. 30, 1890, 
ch. 839, §§ 8, 10, 26 Stat. 416, 417). 

Subsections (a) and (b) are from sections 105 and 103, respectively, 
of title 21, U. S. C., 1952 ed. The remainder of said section 103, 
prohibiting importation except at quarantine ports, is contained in 
section 568 of this title. The other provisions of said section 105, 
concerning inspection of animals for export, are incorporated in section 
565 of this title. 

In subsection (a) “animals described in sections 101-104 of this 
title’? was changed to “cattle, sheep, other ruminants, swine, and 

oultry”’, and words ‘“‘by a suitable officer” following “inspection to 
e made’”’ were omitted as unnecessary. 

In subsection (a), after “Bureau of Animal Industry” the following 
words were inserted: “or for the use of such other bureau or agency or 
of any officer, of the Department of Agriculture, to which or to whom 
the Secretary may delegate the functions heretofore or hereafter 
exercised by him through the Bureau of Animal Industry’. This 
insertion was made because of 1947 Reorganization Plan No. 1, § 301, 
effective July 1, 1947, 12 F. R. 4534, 61 Stat. 952, which transferred 
the functions of the Bureau of Animal Industry to the Secretary of 
Agriculture, and provided that such functions should be performed by 
him or, subject to his direction and control, by such officers and agen- 
cies of the Department of Agriculture as he might designate. 

The reference to poultry were inserted to make the section uniform 
with other sections in this chapter, and because it would seem to be in 
the public interest. 

Word “communicable’”’ was substituted for “contagious” in two 
places to make section uniform with other sections in this chapter. 

In subsection (b) “animals named in said sections’ was changed to 
“animals and poultry named in subsection (a) of this section’. 

Other changes were made in phraseology. 


Section 571—Section ReviIseD 


Based on title 21, U. S. C., 1952 ed., § 130 (May 29, 1884, ch. 60, 
§ 8, 23 Stat. 33; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

References to any “‘contagious”’ or “infectious” disease were omitted 
as covered by the general term “communicable disease’. 

Phrase “and especially the disease known as pleuropneumonia’”’ was 
likewise omitted as covered by “communicable disease’. 

Other changes were made in phraseology. 


Section 572—Srction REVISED 


Based on title 21, U. S. C., 1952 ed., § 121 (Feb. 2, 1903, ch. 349, 
§ 1, 32 Stat. 791; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

In first sentence, “the Secretary of Agriculture, or any inspector 
or assistant inspector of the Department of Agriculture designated by 
the Secretary for such purpose’’ was substituted for ‘‘any inspector of 
assistant inspector of the Bureau of Animal Industry”’; and, in second 
sentence, ‘Secretary of Agriculture’ was substituted for ‘““‘Bureau of 
Animal Industry’. These changes were made in view of 1947 Re- 
organization Plan No. 1, § 301, effective July 1, 1947, 12 F. R. 4534, 
61 Stat. 952. See Revision Note to section 570 of this title. 
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Phrase “and into and through” preceding “the District of Colum- 
bia’? was changed to “or”. In last sentence “and poultry” was 
inserted. 

References to Texas or splenetic fever infections, pleuropneumonia, 
foot-and-mouth disease, and any “‘infectious”’ or ‘‘contagious”’ disease, 
were omitted as covered by the general term “any communicable 
disease’. 

Other changes were made in phraseology. 


Section 573—Section REVISED 


Based on title 21, U.S. C., 1952 ed., §§ 88, 104, 117, 122, 127 (May 
29, 1884, ch. 60, § 7, 23 Stat. 32; Aug. 30, 1890, ch. 839, § 6, 26 Stat. 
416; Feb. 2, 1903, ch. 349, § 3, 32 Stat. 792; Mar. 3, 1905, ch. 1496, 
§ 6, 33 Stat. 1265; Mar. 4, 1907, ch. 2907, 34 Stat. 1264; June 28, 1926, 
ch. 700, § 2, 44 Stat. 775; Feb. 7, 1928, ch. 30, 45 Stat. 59; Feb. 28, 
1931, ch. 348, 46 Stat. 1460). 

Subsections (a), (b), (c), and (e) are from sections 122, 127, 117, 
and 104, respectively, of title 21, U.S. C., 1952 ed. Other provisions 
of said section 104 are contained in section 567 of this title. 

The style of these provisions has been changed to conform with 
that adopted in the revision of title 18, U.S. C., Crimes and Criminal 
Procedure. ‘‘Whoever’ was substituted for phrases such as “any 
person, company, or corporation” in view of the definition of 
“Whoever” in section 1 of title 1, U. S. C., General Provisions. 

Phrases in sections 104, 117, 122 and 127 of title 21 U. S. C., 1952 
ed., such as “‘on conviction shall be punished” were omitted as unneces- 
sary since punishment can only follow conviction. Words in such 
sections “shall be guilty of a misdemeanor” were omitted because mis- 
demeanors are defined in section 1 of title 18, U.S.C. Under that sec- 
tion the offense defined in subsection (e) is a felony. Provisions for 
fines of not less than $100 in subsections (a), (b), and (c) were omitted 
oe the reasons stated in Revision Note to section 510 of this revised 
title. 

Subsection (d) is from section 88 of title 21, U. S. C., 1952 ed. 
That section also related to penalties for violating provisions carried 
into chapter 53 of this title, and therefore is also set out as section 
508 of this title. See Revision Note to such section 508 for explana- 
tion of changes made therein, most of such changes having also been 
made in subsection (d) of this section. 

Other changes were made in phraseology. 


Section 574—Section ReEvIsEeD 


Based on title 21, U. S. C., 1952 ed., § 118 (May 29, 1884, ch. 60, 
§ 9, 23 Stat. 33; Feb. 7, 1928, ch. 30, 45 Stat. 59). 

This section was expanded to include all violations of this chapter 
by substituting “this chapter” for “sections 112-114, 115, 117-119, 
and 130 of this title’. 

The term “United States district attorneys’ was changed to “United 
States attorneys” to conform with title 28, U. S. C., Judiciary and 
Judicial Procedure, enacted into law in 1948. See section 501 et seq. 
of such title. 

Other changes were made in phraseology. 
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CHAPTER 57—SERUMS AND ANALOGOUS PRODUCTS 


See 


611. Preparation and sale of serum, etc. 

612. Licensing and inspection of establishments. 
613. Regulations for preparation and sale. 

614. Importation regulated and prohibited. 

615. Permits for and inspection of imports. 

616. Revocation or suspension of licenses or permits. 
617. Penalties. 


Section 611—Serction Revisep 


Based on title 21, U. S. C., 1952 ed., § 151 (Mar. 4, 1913, ch. 145, 
37 Stat. 832). 

Words “firm or corporation” were omitted as covered by “person” 
under the definition of that term in section 1 of title 1, U. S. C., 
General Provisions. 

Other changes were made in arrangement and phraseology. 


Section 612—Section ReEvIsEeD 


Based on title 21, U. S. C., 1952 ed., §§ 154, 156, 157 (Mar. 4, 
1913, ch. 145, 37 Stat. 832, 833). 

Subsection (a) is from part of section 154 of title 21, U. S. C., 1952 
ed. Subsection (b) consolidates section 157 with part of section 
156 of said title. The remainder of said sections 154 and 156 con- 
stitute sections 613 and 616, respectively, of this revised title. 

In subsection (b) references to establishments where viruses, serums, 
toxins, or analogous products are prepared for sale, barter, exchange, 
or shipment as aforesaid were omitted as covered by references to 
establishments licensed under this chapter. 

Other changes were made in phraseology. 


Section 613—Secrion ReEvisEpD 


Based on title 21, U.S. C., 1952 ed., § 154 (Mar. 4, 1913, ch. 145, 
37 Stat. 832). 

Section is from part of section 154 of title 21 U. S. C., 1952 ed. 
The remainder of said section is consolidated in section 612 of this 
revised title. 

Changes were made in phraseology. 


Section 614—Sectrion ReEvisEeD 
_ Based on title 21, U.S. C., 1952 ed., § 152 (Mar. 4, 1913, ch. 145, 37 
Stat. 832). 
Changes were made in phraseology. 


Section 615—Section REVISED 


Based on title 21, U. S. C., 1952 ed., §§ 153, 155 (Mar. 4, 1913, ch. 
145, 37 Stat. 832, 833). 

Subsections (a) and (b) are from sections 155 and 153, respectively, 
of title 21, U.S. C., 1952 ed. 

In subsection (b) of this revised section, the provision of section 
153 of title 21, U. S. C., 1946 ed., that the Secretary of Agriculture 
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may ‘“‘cause the Bureau of Animal Industry to examine and inspect’’, 

etc., was changed to provide that ‘The Secretary may cause to be 

examined and inspected”, etc., thus omitting the reference to the 

Bureau of Animal Industry. This change was made because of 1947 

Reorganization Plan No. 1, § 301, effective July 1, 1947, 12 F. R. 

4534, 61 Stat. 952. See Revision Note to section 570 of this title. 
Changes were made in phraseology. 


Section 616—Section ReEvIsED 


Based on title 21, U. S. C., 1952 ed., § 156 (Mar. 4, 1913, ch. 145, 
37 Stat. 833). 

Section is from part of section 156 of title 21, U. S. C., 1952 ed. 
The remainder of that section is consolidated in section 612 of this 
title. 

Changes were made in phraseology. 


Section 617—SerctTion REVISED 


Based on title 21, U.S. C., 1952 ed., § 158 (Mar. 4, 1913, ch. 145, 37 
Stat. 833). 

Style of this section was changed to conform with that adopted in 
the revision of title 18, U. S. C., Crimes and Criminal Procedure. 

“‘Whoever” was substituted for “Any person, firm, or corporation 
who” in view of the definition of “whoever” in section 1 of title 1, 
U.S.C. Phrase ‘shall be fined not more than $1,000 or imprisoned 
not more than one year, or both” was substituted for “‘shall be deemed 


guilty of a misdemeanor, and shall, upon conviction, be punished by 
a fine of not exceeding $1,000 or by imprisonment not exceeding 
one year, or by both such fine and imprisonment, in the discretion 
of the court’. Reference to a misdemeanor is unnecessary since that 
term is defined in section 1 of title 18, U.S.C. Reference to convic- 
tion is superfluous since punishment can only be imposed after con- 


viction. 
PART III.—NARCOTICS 
Chapter 


91. Administration 
93. Narcotics import and export 
95. Domestic opium poppy production control 


CHAPTER 91—ADMINISTRATION 
See 


711. Administration of Part III, delegation of functions. 

712. Departmental cooperation in discharge of international obligations. 
713. Cooperation with States in suppression of abuse. 

714. Payments for information. 


Section 711—Srction REvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 177, 188j (Feb. 9, 1909, ch. 
100, § 2, 35 Stat. 614; Jan. 17, 1914, ch. 9, 38 Stat. 275; May 26, 1922, 
ch. 202, § 1, 42 Stat. 596; June 7, 1924, ch. 352, 43 Stat. 657; Dec. 11, 
1942, ch. 720, § 11, 56 Stat. 1048). 

Section consolidates section 177 of title 21, U.S. C., 1952 ed., which 
related to the Narcotic Drugs Import and Export Act, with those parts 
of subsection (a) of section 188} of such title which imposed the duty 
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of enforcing and administering the Opium Poppy Control Act of 1942 
upon the Secretary of the Treasury, and authorized him to delegate 
such functions to officers and employees of the Treasury Department. 
For other provisions of such section 188j, see Distribution Table. 

The power to delegate functions was not provided for in section 177 
of title 21, U.S. C., 1952 ed., referred to above, but such delegation is 
current practice and is in conformity with 1950 Reorganization Plan 
No. 26, §§ 1, 2, effective July 31, 1950, 15 F. R. 4935, 64 Stat. 1280, 
1281. That Plan transferred all functions of all officers and employees 
of the Treasury Department, and of all agencies of such Department, 
to the Secretary of the Treasury, and authorized such Secretary to 
delegate any of such transferred functions, or any of his other func- 
tions, to any officers, agencies and employees within such Department. 
Therefore, as revised, this section applies to all functions prescribed 
for the Secretary by this part. 

Changes were made in phraseology. 


Section 712—SeEctTion UNCHANGED 


Based on title 21, U.S. C., 1952 ed., § 197 (June 14, 1930, ch. 488, 
§ 7, 46 Stat. 587). 


Section 713—Section REvIsED 


Based on title 21, U. S. C., 1952 ed., § 198 (June 14, 1930, ch. 488, 
§ 8, 46 Stat. 587). 
Changes were made in phraseology and arrangement. 


Section 714—SectTion REvIsED 


Based on title 21, U.S. C., 1952 ed., § 199 (July 3, 1930, ch. 829, 46 
Stat. 850; 1950 Reorganization Plan No. 26, §§ 1, 2, eff. July 31, 
1950, 15 F. R. 4935, 64 Stat. 1280, 1281). 

Changes were made in phraseology. 


CHAPTER 93—NARCOTICS IMPORT AND EXPORT 


761. Definitions. 

762. Rules and regulations. 

763. Importation; exceptions and restrictions; forfeitures. 

764. Import _ purpose of transportation, to another country; transfer between 
vessels. 

765. Penalty for unlawful import, receipt, transportation, or sale; subsequent 
offenses; procedure; evidence; liability of masters and persons in charge. 

766. Presumption and burden of proof as to importation of smoking opium. 

767. Exportation; exceptions; laws of foreign governments. 

768. Penalty for unlawful export. 

769. Penalty for having in possession or control on board United States vessel. 

770. Penalty for neomersem, receipt, or concealment of smoking opium; evidence; 
liability of masters and persons in charge. 

771. Share of fine to informer. 

772. Short title. 


Section 761—Section REVISED 


Based on title 21, U. S. C., 1952 ed., § 171 (Feb. 9, 1909, ch. 100, 
§ 1, 35 Stat. 614; Jan. 17, 1914, ch. 9, 38 Stat. 275; May 26, 1922, ch. 
202, § 1, 42 Stat. 596; June 14, 1930, ch. 488, § 3, 46 Stat. 586; Mar. 
8, 1946, ch. 81, § 7, 60 Stat. 39; Aug. 8, 1952, ch. 394, § 8, 67 Stat. 
506). 
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In the revised section, words “unless the context requires a different 
meaning” were inserted because of the more extended definition given 
“narcotic drug” in section 769 of this title. 

Former subsection (c) of section 171 of title 21, U. S. C., 1952 ed., 
which defined “board” as meaning the Federal Narcotics Control 
Board, had already been eliminated from that section because of the 
abolishment of such board, and the transfer of its powers and func- 
tions to the Commissioner of Narcotics, by section 282b of title 5 
U.S. C., 1952 ed., Executive Departments and Government Officers 
and Employees. It is accordingly omitted in this revised section. 

Item (c) of the revised section, defining ‘“‘Secretary”’ as the Secretary 
of the Treasury, is new and was inserted to obviate the necessity for 
referring to such Secretary by his full title in various sections of this 
chapter. 

Changes were made in phraseology and arrangement. 


Srecrion 762—SectTion REVISED 


Based on title 21, U.S. C., 1952 ed., § 182 (Feb. 9, 1909, ch. 100, § 6, 
as added Jan. 17, 1914, ch. 9, 38 Stat. 275; May 26, 1922, ch. 202, 
§ 2, 42 Stat. 597; June 14, 1930, ch. 488, § 3, 46 Stat. 586; 1950 Reorg. 
Plan No. 26, §§ 1, 2, eff. July 31, 1950, 15 F. R. 4935, 64 Stat. 1280, 
1281). 

Section is from subsection (c) of section 182 of title 21, U.S. C. 
1952 ed. 

“Secretary of the Treasury’ was changed to ‘Secretary’ in view 
of the definition of ‘‘Secretary”’ in section 761 of this title. 

Changes were made in phraseology. 


? 


Section 763—SeEctrion ReEvIseD 


Based on title 21, U. S. C., 1952 ed., §§ 173, 173a, 188h (Feb. 9, 
1909, ch. 100, § 2, 35 Stat. 614; Jan. 17, 1914, ch. 9, 38 Stat. 275; 
May 26, 1922, ch. 202, § 1, 42 Stat. 596; June 7, 1924, ch. 352, 43 
Stat. 657; June 14, 1930, ch. 488, §§ 3, 6, 46 Stat. 586, 587; Dec. 11, 
1942, ch. 720, § 9, 56 Stat. 1047; 1950 Reorg. Plan No. 26, §§ 1, 2, 
eff. July 31, 1950, 15 F. R. 4935, 64 Stat. 1280, 1281). 

Section consolidates sections 173, 173a, and 188h (b) of title 21, 
U. S. C., 1952 ed., with changes in phraseology and arrangement 
necessary to effect consolidation. 

In paragraph (1) of subsection (a), “‘scientific’’ was substituted for 
‘legitimate’ as the latter appeared in the phrase ‘for medical and 
legitimate uses’. According to information furnished by the Depart- 
ment of the Treasury, since the phrase “for medical and legitimate 
uses’ was originally used in the Narcotic Drugs Import and Export 
Act, the United States has ratified the Narcotics Limitation Conven- 
tion of 1931 (proclaimed by the President July 10, 1933). Under this 
Convention (Articles 4 and 6), the United States is obligated to limit 
our manufacture of narcotics to medical and “scientific” requirements. 
Therefore, there appears to be no “legitimate” use for narcotics that 
is not medical or scientific. This was recognized by Congress when 
it enacted the Opium Poppy Control Act of 1942 (similar provisions 
of which are incorporated in section 811 et seq. of this revised title), 
where the standard is that of medical and scientific needs. 
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In paragraph (2) of subsection (a), words “or any territory under 
its control or jurisdiction” were inserted after “United States” to 
clarify the probable intent of Congress. 

In paragraph (2) of subsection (c), the reference to sections “514 
and 515” of title 19, which was contained in section 173 of title 21, 
U.S. C., 1952 ed., was changed to sections “1607 and 1608” of title 19, 
in view of the clause “or the provisions of law hereafter enacted 
which are amendatory of, or in substitution for, such sections’’, which 
immediately followed such reference. Such sections 514 and’ 515 of 
title 19 were repealed by Act June 17, 1930, ch. 497, title IV, § 651 (a) 
(1), 46 Stat. 762. The same Act enacted such sections 1607 and 1608 
of such title, into which the provisions of such former sections 514 
and 515 were carried. 

Subsection (b) of section 188h of title 21, U. S. C., 1952 ed., which 
was a part of the Opium Poppy Control Act of 1942, was transferred 
to this chapter and incorporated in paragraph (1) of subsection 
(a) of this revised section, because it relates more particularly to 
imports of crude opium, specificall empowering the Secretary of the 
Treasury to limit or entirely prohibit such imports to the extent that 
he finds that the medical and scientific needs of the United States 
for opium or opium products are being, or can be, supplied by opium 
poppies produced in accordance with ‘chapter 95 of this title. How- 
ever, the further provision of such section 188h (b) that nothing in 
“sections 188-188n of this title” (the Opium Poppy Control Act of 
1942, which, for the most part, is incorporated in chapter 95 of this 
revised title) shall be construed to repeal the provisions of “sections 
171-185 of this title’ (the Narcotic Drugs Import and Export Act, 
which, for the most part, is incorporated in this chapter), as amended, 
was omitted as unnecessary in a revision. The provisions of both 
Acts have been carried into this revised title, and, upon their simul- 
taneous reenactment herein, will stand in pari materia and must, or 
should be, construed together. 

All references to the “Secretary of the Treasury”’ were changed to 
“Secretary” in view of the definition of “Secretary” in section 761 of 
this title. 

For remainder of section 188h of title 21, U. S. C., 1952 ed., see Dis- 
tribution Table. 

Section 764—SrctTion Revisep 


Based on title 21, U. S. C., 1952 ed., § 180 (Feb. 9, 1909, ch. 100, 
§ 5; Jan. 17, 1914, ch. 9, 38 Stat. 275; May 26, 1922, ch. 202, § 2, 
42 Stat. 597; June 14, 1930, ch. 488, § 3, 46 Stat. 586; 1950 Reorg. 
ne 26, §§ 1, 2, eff. July 31, 1950, 15 F. R. 4935, 64 Stat. 1280, 
1281). 

The only change was the substitution of “Secretary” for “Secretary 
of the Treasury” in view of the definition of “Secretary” in section 
761 of this title. 

Section 765—SrctTion ReEvIsED 


Based on title 21, U. S. C., 1952 ed., §§ 174, 176 (Feb. 9, 1909, 
ch. 100, § 2, 35 Stat. 614; Jan. 17, 1914, ‘ch. 9, 38 Stat. 275; May 26, 
1922, ch. 202, § 1, 42 Stat. 596; June 7, 1924, ch. 352, 43 Stat. 657; 
Nov. 2, 1951, ch. 666, §§ 1, 5 (1), 65 Stat. 767, 769). 

Section consolidates sections 174 and 176 of title 21, U. S. C., 
1952 ed. 
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It has been the policy, throughout the revision of this title, to 
rephrase mandatory punishment provisions of fine and imprisonment 
in alternative provisions of fine or imprisonment, or both, since this 
policy was followed by Congress in the revision of title 18, U. S. C., 
Crimes and Criminal Procedure, which became law in 1948, and 
because, as a general rule, the court has power under section 3651 
of that title to suspend sentence. It was also the policy in the revision 
of title 18, U. S. C., to omit provisions for minimum fines and terms 
of imprisonment, because of the court’s power under section 3651 of 
that title to suspend sentence (whenever the offense is not punishable 
by death or life imprisonment), and because of the same policy fol- 
lowed by the codifiers of the 1909 Criminal Code (see S. Rept. 10, 
pt. 1, pp. 12, 138, 14, 60th Cong., Ist Sess., to accompany S. 2982). 
However, section 174 of title 21, U. S. C., 1952 ed., which has been 
carried into subsection (a) of this revised section, was amended as 
late as November 2, 1951 (ch. 666, § 1), which amendment, among 
other changes, retained and inserted mandatory punishment provi- 
sions for fine and imprisonment, and inserted provisions for minimum 
fines and terms of imprisonment. Further, the amendment inserted 
provisions that for a second or subsequent offense, the imposition or 
execution of sentence should not be suspended and probation should 
not be granted. In view of such amendment and provisions, it was 
deemed advisable to leave the punishment provisions in subsection (a) 
of this section unchanged. 

Changes were made in phraseology. 


Section 766—Srsction UNCHANGED 


Based on title 21, U. S. C., 1952 ed., § 181 (Feb. 9, 1909, ch. 100, 
§ 3; Jan. 17, 1914, ch. 9, 38 Stat. 275). 


Section 767—SectTion ReEvIiseD 


Based on title 21, U. S. C., 1952 ed., § 182 (Feb. 9, 1909, ch. 100, 
§ 6; Jan. 17, 1914, ch. 9, 38 Stat. 275; May 26, 1922, ch. 202, § 2, 
42 Stat. 597; June 14, 1930, ch. 488, § 3, 46 Stat. 586; 1950 Reorg. 
Plan No. 26, §§ 1, 2, eff. July 31, 1950, 15 F. R. 4935, 64 Stat. 1280, 
1281). 

Section constitutes subsections (a) and (b) of section 182 of title 
21, U.S. C., 1952 ed. For remainder of such section 182, see Distri- 
bution Table. 

In paragraph (3) of subsection (a), “scientific’’ was substituted for 
‘legitimate’ as the latter appeared in the two identical phrases ‘for 
medical and legitimate uses’. See Revision Note to section 763 of 
this title. 

Words in subsection (a) of section 182 of title 21, U. S. C., 1952 ed., 
“or from countries in which the United States exercises extraterritorial 
jurisdiction,” were omitted. The United States formerly exercised 
extraterritorial jurisdiction in China, but this right was relinquished 
by virtue of the Treaty of January 11, 1943, 57 Stat. 767, with that 
country. 

All references to the “Secretary of the Treasury” were changed to 
“Secretary” in view of the definition of “Secretary” in section 761 of 
this title. 








or 
or 
of 


be 
al 
d 
dd 
aut 


of 





REVISION OF TITLE 21, UNITED STATES CODE 49 


In the definition of “person,” “individual” was substituted for 
‘natural person or persons” to harmonize with other sections of this 
title. Reference to the plural is not necessary in view of section 1 of 
title 1, U. S. C., General Provisions, which provides that, in deter- 
mining the meaning of any act of Congress, unless the context indi- 
cates otherwise, words importing the singular include and apply to 
several persons, parties, or things. 

Changes were made in phraseology and arrangement. 


Section 768—Section ReviseD 


Based on title 21, U. S. C., 1952 ed., § 183 (Feb. 9, 1909, ch. 100, 
§ 7, as added Jan. 17, 1914, ch. 9, 38 Stat. 277). 

Section is based on the first sentence of section 183 of title 21, 
U. S. C., 1952 ed. For other provisions of such section 183, see 
Distribution Table. 

The reference in section 183 of title 21, U. S. C., 1952 ed., to persons 
causing unlawful export of narcotic drugs was omitted as unneces- 
sary in view of definition of “principal” contained in section 2 of 
title 18, U. S. C., Crimes and Criminal Procedure. 

The provision in section 183 of title 21, U. S. C., 1952 ed., for mini- 
mum fine of $50 was omitted because of the court’s power under sec- 
tion 3651 of title 18, U. S. C., Crimes and Criminal Procedure, to 
suspend sentence. The omission conforms with the policy adopted by 
Congress in the revision of such title 18, which became law in 1948, 
and also with the policy adopted by the codifiers of the prior Crimi- 
nal Code of 1909. (See S. Rept. 10, pt. 1, pp. 12, 13, 14, 60th Cong., 
to accompany S. 2982.) 

Changes were made in phraseology. 


Section 769—SectTion REvIsEeD 


Based on title 21, U. S. C., 1952 ed., § 184a (July 11, 1941, ch. 289 
§ 1, 55 Stat. 584). 
Changes were made in phraseology. 


Section 770—Section REvIsEeD 


Based on title 21, U. S. C., 1952 ed., §§ 178, 179 (Feb. 9, 1909, ch. 
100, § 4, as added Jan. 17, 1914, ch. 9, 38 Stat. 275). 
t gegere consolidates sections 178 and 179 of title 21, U. S. C., 1952 
ed. 
Changes were made in phraseology. 


Section 771—Section ReEvIseD 


Based on title 21, U. S. C., 1952 ed., § 183 (Feb. 9, 1909, ch. 100, 
§ 7, as added Jan. 17, 1914, ch. 9, 38 Stat. 277). 

Section constitutes the second and third sentences of section 183 
of title 21, U. S. C., 1952 ed., with changes in phraseology. For 
remainder of such section 183, see Distribution Table. 

As revised, the section is extended to cover fines paid for violating 
certain provisions of law which were not a part of the Narcotic Drugs 
Import and Export Act, either as such Act was originally enacted, or 
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as later amended. For example, see section 769 of this title, which 
was derived from section 184a of title 21, U. S. C., 1952 ed. Such 
section 184a was not a part of said Act. 
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Section 772—SectTion REvIsED 


Based on title 21, U. S. C., 1952 ed., § 185 (Feb. 9, 1909, ch. 100, 
§ 9, as added May 26, 1922, ch. 202, § 4, 42 Stat. 598). 

By using the words “‘this chapter,” this section extends the coverage 
of the short title to certain provisions which were not a part of the 
original Act (specifically, sections 763 (a) (2), 763 (b) (part), and 769 
of this title); and it excludes from such coverage that part of the 
original Act (part of section 177 of title 21, U.S. C., 1952 ed.) which 
was carried into section 711 of this title, and which relates merely to 
administration of this entire part, as set out in such section 711. 


CHAPTER 95—DOMESTIC OPIUM POPPY PRODUCTION 
as CONTROL 


811. Declaration of policy; assistance from Federal agencies. 

812. Definitions. 

813. Rules and regulations. 

814. Licenses; qualifications; limitations; revocation and renewal. 

815. Distribution by Federal Government; personnel of Treasury Department 

excepted from prohibitions. 

816. Production, purchase, manufacture, ‘sale, or transportation by unlicensed 
ersons. 

817. Selsiire and forfeiture of opium poppies illegally possessed; disposition. 

818. Penalties. 

819. Pleading, presumptions, and burden of proof. 

820. Application to, and of, other laws. 

821. Territorial application. 

822. Short title. 


Section 811—Srction ReEvIsED 


Based on title 21, U.S. C., 1952 ed., §§ 188, 188} (Dec. 11, 1942, ch. 
720, §§ 1, 11, 56 Stat. 1045, 1048). 

Section consolidates section 188 of title 21, U. S. C., 1952 ed., with 
subsection (b) of section 188} of such title. For remainder of such 
section 188}, see Distribution Table. 

In par. (1) of subsection (a), words “, as amended by the Protocol 
signed at Lake Success, New York, on December 11, 1946’’ were in- 
serted, because the 1931 Treaty, referred to therein, was so amended. 

The reference in subsection (b) of section 188] of title 21, U.S. C., 
1952 ed., “‘and particularly the Bureau of Plant Industry in the De- 
partment of Agriculture,’ was omitted from subsection (b) of this 
revised section because the functions of this Bureau, which was re- 
named the Bureau of Plant Industry, Soils, and Agricultural Engi- 
neering by departmental action under Executive Order No. 9069, 
February 23, 1942, 7 F. R. 1409, set out in note to section 601 of 
appendix to title 50, U. S. C., 1952 ed., War and National Defense, 
were transferred to the Secretary of Agriculture by 1947 Reorganiza- 
tion Plan No. 1, § 301, effective July 1, 1947, 12 F. R. 4534, 61 Stat. 
952, to be performed by him “or, subject to his direction and control, 
by such officers and agencies of the Department of Agriculture as he 
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mey designate.” However, subsection (b), even without such specific 
reference, is sufficiently broad to cover that Department or any 
agencies or bureaus therein. 

Changes were made in phraseology. 


Section 812—Sxrcrion ReEvisep 


Based on title 21, U. S. C., 1952 ed., § 188a (Dee. 11, 1942, ch. 720, 
§ 2, 56 Stat. 1045). 

Definition of “Secretary” was inserted to eliminate the necessity 
for frequently referring throughout the chapter to the Secretary of 
the Treasury by his full title. 

Changes were made in phraseology and arrangement. 


Section 813—Secrion ReEvIsED 


Based on title 21, U.S. C., 1952 ed., § 188} (Dec. 11, 1942, ch. 720, 
§ 11, 56 Stat. 1048). 

Section constitutes part of subsection (a) of section 188] of title 21, 
U.S. C., 1952 ed. For remainder of such section 188], see Distribu- 
tion Table. 

Changes were made in phraseology. 





Section 814 


Based on title 21, U. S. C., 1952 ed., § 188e (Dec. 11, 1942, ch. 720, 
§ 6, 56 Stat. 1046). 
Changes were made in phraseology and arrangement. 


Section 815—SrcrioN ReEvisep 


Based on title 21, U.S. C., 1952 ed., § 188i (Dec. 11, 1942, ch. 720, 
§ 10, 56 Stat. 1048). 
Changes were made in phraseology. 


Ssecrion 816—Srction Revisep 


Based on title 21 U.S. C., 1952 ed., §§ 188b, 188c, 188d, 188f (Dec. 
11, 1942, ch. 720, §§ 3, 4, 5, 7, 56 Stat. 1045-1047). 

Section consolidates sections 188b, 188c, 188d and 188f of title 
21, U.S. C., 1952 ed., the purpose being to consolidate into one general 
section all of the prohibitions with respect to the unlicensed produc- 
tion, purchase, manufacture, sale, transportation, etc. of opium pop- 
pies, opium poppy seed, opium, or opium products, as the case may be. 

Surplusage was omitted and changes were made in phraseology. 


Section 817—Section REvisEeD 


Based on title 21, U.S. C., 1952 ed., § 188g (Dec. 11, 1942, ch. 720, 
§ 8, 56 Stat. 1047). 
Changes were made in phraseology. 
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Section 818—Srction Revisep 


Based on title 21, U.S. C., 1952 ed., § 1882 (Dec. 11, 1942, ch. 720, 
§ 13, 56 Stat. 1048). 

Provisions of subsection (a) of section 188l of title 21, U. S. C., 1952 
ed., defining violation of this chapter as a felony, and provision of 
subsection (b) of such section, defining the act of making or prepar- 
ing false statements in connection with an application for a license 
as & misdemeanor, were omitted as unnecessary, and covered by the 
general provisions of section 1 of title 18, U. S. C., Crimes and Crimi- 
nal Procedure, classifying and defining crimes. 

Words “upon conviction thereof”? contained in both subsections of 
section 188/ of title 21, U. S. C., 1952 ed., were omitted as surplusage, 
as there can be no punishment without a conviction, and words ‘‘in 
the discretion of the court’’, contained in subsection (a) of such sec- 
tion, were likewise omitted as surplusage. 

The section was rewritten to adopt, partially, the style adopted by 
Congress in the revision of title 18, U. S. C., Crimes and Criminal 
Procedure, which became law in 1948. 


Section 819—Section REVISED 


Based on title 21, U.S. C., 1952 ed., § 188m (Dec. 11, 1942, ch. 720, 
§ 14, 56 Stat. 1048). 

The only change was the re-translation of references so as to 
refer to “this chapter” and “section 814 of this title’’. 


Section 820—Section ReEvIsEeD 


Based on title 21, U. S. C., 1952 ed., § 188h (Dee. 11, 1942, ch. 720, 
§ 9, 56 Stat. 1047). 

Section constitutes subsection (a) of section 188h of title 21, U.S. C., 
1952 ed. For remainder of such section 188h, see Distribution Table. 

Specific references to parts of the Internal Revenue Code were 
omitted and a general deans to such Code was substituted there- 
for, as sufficient. 

Changes were made in phraseology. 


Section 821—Serction REVISED 


Based on title 21, U. S. C., 1952 ed., § 188k (Dec. 11, 1942, ch. 720, 
§ 12, 56 Stat. 1048). 

The only change was the re-translation of the reference “sections 
188—188n of this title” to ‘‘this chapter’’. 


Section 822—New SrcrTion 


Section is new in the sense that Act Dec. 11, 1942, ch. 720, § 17, 
56 Stat. 1049, on which it is based, was not classified to the United 
ce 8 Le except as a note under section 188 of title 21, U. S. C., 
1952 ed. 

The additional designation ‘‘of 1942” has been dropped from the 
short title as herein set out because of the repeal, by the bill enacting 
this revised title, of the 1942 Act, and the incorporation of the provi- 
sions thereof in this chapter. 








20, 


le. 
pre 
Te- 


20, 


ons 


17, 
ited 


the 
ting 
Ovi- 





Taste 1—STATUTES AT LARGE 
Showing where the Statutes at Large will be found in revised title 21 


REVISION OF TITLE 21, UNITED STATES CODE 53 





Section Volume 
} 


Page 






































Ja ncecensloccecncaccsecesececs| 


£3 83 83 83.83 8383 


4ERRBBRBBBIIIVBRRSSSBSS 


tb 


woe 








ELEEES! BRSKSH 





| SRERS 





| 

| Title 21—Section 

31 554 
32 552 
32 558, 565 
32 562 
32 | 573 
33 | 571 
33 | 574 
Saket AIS 552 
LP oaekees 553 
PKS Le 564 
659 554 
228 554 
415 83 
416 567, 573 
416 569 
416 | 568, 570 
416 566 
417 565, 570 
604 263 
604 264 
605 261 
605 264 
605 265 
605 26 
606 2, 269 
606 267, 268 
606 270 
606 271 
607 272 
193 48 
791 | 558, 565, 57 
792 | 551 
792 | 573 
1264 | 559 
1264 561 
1265 | 560 
1265 561 
1265 573 
aden -| 31, 49 
1260 | 492, 493 
1261 | 493, 494, 497 
4262 | 495-497, 505 
1263 | 498 
1263 | 499, 507, 545 


1264 500, 502, 503, 506, 
508, 510, 573 





1265 491, 501, 509 
163 263 
254 512 
614 761 
614 | 763, 766, 711 
Pe , 766 
i STE | 770 
cane 764 
saa pdigens | 762, 767 
Spee 768, 771 
aan teatceel 773 
440 | 557 
832 | 611-615 
833 | 612, 615-617 
419 | 561 
420 513 
275 | 711, 761-763, 
764-767, 770 
277 | 768, 771 
241 | 
271 | 21 
699 | 5 
712 | 261, 262 
712 | 263-265, 267-272 
713 | 262, 267-269 
596 | «71.1, 761, 763, 765 
597 | 762, 764, 767 
598 | 773 
1486 1 
1487 | 222, 224 
1487 | 224 


aS 223 
1500 | 21 


———s— ee oe 


MICHIGAN LIBRARIES 


UNIVERSITY OF 























54 


REVISION 


TaBLe 1.—STATUTES AT LARGE—Continued 
Showing where the Statutes at Large will be found in revised title 21—Continued 


OF 


TITLE 


21, 


UNITED STATES CODE 








Date 





| 
1924—June 7-.--.-------| 


1928—Feb. 


a 


1980—May 27. .-----.-- 


a: Seep ete | 
|) eee 
co See 
NO eee 
pS aoe 
| >} Se ; 


1931—Feb. 28.....------ 
1934—June 22...-...----| 
1935—Aug. 27...-....----| 


1938—June 25_...--- 


DME Mig iccs case 


Sb Thc enwe | 
i) See 
June 26..........- 
i, a | 
TENS Tin cn cawene | 
FURS Di iv cdcenen 





























| Chapter | Title Section Volume Page | Title 2i—Section 

| | | 
352 |.....-.- Bs eo ee 43 657 | 711, 763, 765 
700 |_. , Bank MCA RRS oe 44 774 56: 
700 |_- Te B ciucscaasseenciee 44 775 567, 573 
155 |. 7 Eee Se 44 1101 202 
| Ret ode ¢ Bomnee 44 1101 203 
155 | As ROMA 44 1102 204 
155 | 4, 5.- ; 44 1103 205 
155 | fas) Rindicnes cues eats 44 | 1103 206 
155 | Ro Be . 44 | 1103 201 
489 | cet i 44 1406 320 
489 | | 2 ; 44 | 1406 311, 319 
489 | 3... i 44 1407 | 312 
489 |__ ge z shee! 44 | 1408 | 316 
489 | | 5 Be 44 | 1408 | 313 
| ee ce Saal 44 | 1409 314 
rk ag Fares PERS 44 | 1409 | 317 
489 |-.-- | 8..- hee 44 | 1409 | 318 
489 § RES rs 44 | 1409 | 315 
489 |_. -| 12. 44 | 1410 | 319 
30 |-- ee 45 | 59 551, 552, 554, 558- 

562, 565, 571-574 
341 |. I. 46 | 392 1 
341 |-- pis eich Winnie cucoictabe 46 | 422 1 
488 | Ss 46 | 586 761-763, 764, 767 
488 |... CD ccegaoennrek 46 | 587 763 
488 |.. SY) oP i ae 46 | 587 712 
488 | Fires taanton acuncdeede 46 | 587 713 
829 | 46 | 850 714 
348 |-- 46 | 1460 567, 573 
712 | ROR Re 48 1204 31,49 
739 . 49 871 31,49 
743 is! MERA 49 | 885 222 
Denman f Pe Rea 52 | 1040 24 
675 Sa | CRA 52 | 1041 21, 22, 23 
675 Wa: sk whaidewhos 52 | 1042 31 
a Rs We ns 52 | 1043 32 
675 SERRE Ss 52 | 1043 33 
See {| eae 52 1044 34 
675 "Mera 52 1045 35 
675 | i =e 52 1045 36 
"4 Bap TRS Re Pate 52 1046 37 
| eee es ok tas 52 1046 41 
aaa es oR LS 52 1046 42 
675 |-- BEY Mica cavcrasnenss 52 1047 43 
BERS , AREER EN 52 1048 44 
675 |- ek | RS 52 1049 45 
REPS bE Se © 52 1049 46 
675 |.- ASRS: Ger ETS 43 
SE eee 408. MEAS SR dS SRS 47 
675 | RSIS RS 52 1049 51 
| ee i Ree 52 1050 52 
675 |. | Cee ee 52 1051 53 
RE - | Seo 52 1052 54 
675 SST TSE 52 1052 55 
df ES i _ SH Riso ER eae te 5% 
Ie dadcctens EEE AAD Sea REE Bes 57 
NG SES Fee 52 | 1054 61 
Gg Sa Ee Sri 52 1054 62 
Re RASA AE 52 1054 63 
ea "SERRE 52 1055 64 
3 ASP WR es Se 52 1055 71 
2 (Ry 52 1056 7 
Me tack 702A _. ‘ 52 1043 31 
1 RE ESS 52 | 1059 49 
ff EE }, RES 52 | 1057 73 
_ § anne ty, ERE aati Eee 52 | 1057 74 
yy ee LSS ae } 52 | 1057 75 
_, 5 Re Ro ceca } 52 1058 76 
4 RBS ERR ERS, | 52 | 1058 81, 82 
"Bee 902 (b)_.... -} 52 1059 | 45 
ERE PSST EES ee 1 §2 | 235 | 491, 501, 509 








REVISION OF TITLE 21, UNITED STATES CODE 55 


TaBLy 1.—STATUTES AT LARGE—Continued 
Showing where the Statutes at Large will be found in revised title 21—Continued 


























| 
n Date ; Chapter | Title Section | Volume Page Title 2i—Section 
| 
765 1939—June 23. ......---- hE | Reviccantinasiniatenns 53 854 52 
562 1940—June 27.......---- 437 We didgindgicanengaennens | 54 632 263 
57% 1941—July 1_..-...------ 269 | | 55 478 263 
202 JORG 1B...cccscidsen | - __ 5 eee , as. ee 55 584 769 
203 A RS WT | eS SRA CRT RA i: 55 851 31 
204 Dee. Cp A : aa Het 55 851 52 
205 Dee. 2 Ses fae SS 55 851 76 
206 1942—Dec. ee i Seen ae 56 1045 811 
201 Dee. |) ee Pacis dicdisjen 56 1045 812 
320 Dee. (5 ee fy ere 56 |1045-1047 816 
319 Dee. (; _§ eRe: | ET Se ee 56 1046 814 
312 Dee. : , Ss OEE eS Eee 56 1047 816 
316 Dee. | eS . OSE ae Se 5 1047 817 
313 Dec. 56 1047 763, 820 
314 Dee. 56 1048 815 
317 Dec. 56 1048 711, 811, 813 
318 Dee. 56 1048 821 
315 Dee. 56 1048 818 
319 eS ee } 56 1048 819 
558- a | eee Se | : ) eee | ROR a 56 1049 822 
~574 1943—July 12...........- |  § Saree ieee 57 500 261 
1 II | 57 | 500 31, 49 
1 57 | 500 7 
767 58 108 21 
763 58 7 552 
712 59 463 31 
713 59 463 52 
714 59 463 57 
, 573 60 39 761 
1,49 60 278 557 
1,49 61 7,8 555 
222 61 ll 31 
2 61 ll 52 
2, 23 61 12 57 
31 61 531 504 
32 62 | 198 553 
33 62 | 344 504 
34 62 458 556 
35 62 582 31 
36 62 582 34 
37 63 409 52 
41 63 409 57 
42 63 | 882, 883 81 
43 64 | 20 48 
44 64 | 20 31 
45 64 | 20, 21 48 
46 64 | 21 | 42 
48 64 | 22 48 
47 65 | 648 53 
51 65 | 649 
52 65 | 693 552 
53 65 | 693 564 
54 65 767 765 
55 67 389 52 
56 67 | 359 | 57 
57 67 | 476, 477 | 74 
61 67 | 477 31 
62 57 477 | 34 
63 7 | 493, 494 | 5A2 
64 67 | 506 | 761 
71 
7 
31 
49 
73 
74 
75 
76 
81, 82 


1, 509 





——— = +* oe 


HIGAN LIBRARIES 


-——9e — + ++ — Ge < 


UNIVERSITY OF MIC 














rsa ne 


eo 








56 


TaBLeE 1—STATUTES AT LARGE—Continued 


REVISION OF TITLE 21, UNITED STATES CODE 


Showing where the Statutes at Large will be found in revised title 21—Continued 
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Taste 3.—OMITTED LAWS 


Showing laws omitted from revised title 21 U. 8S. C., and included in the schedule 
of repeals 
(The citations in the first two columns give the titles and sections of the United States Code, 1952ed. The 


citations in the third column indicate the corresponding Statutes at Large, or parts thereof. The reasons 
for omission and repeal are given in the fourth column] 












U.S. C., 1952ed 


Title | Section 


Statutes at Large Reasons for omission and repeal 








7 | 391 note | May 29, 1884, ch. 60, § 10, | Executed and obsolete. 
23 Stat, 33. 
15 410 | Mar. 4, 1907, ch. 489, § 10, | Covered by a section of the enacting bill providing for sep- 


44 Stat. 1410. arability of provisions. 

21 l note | Ang. 30, 1890, ch. 839, §§ 2, | Superseded by the Food and Drugs Act of 1904 (21 U.S. C., 
3, 26 Stat. 415. 1952 ed., § 1 et seq.), which in turn, was superseded for 
the most part by the Federal Food, Drugs, and Cosmetic 
Act of 1988 (21 U. 8. C., 1952 ed., § 301 et seq.), incor- 
porated in various sections of this revision. 

21 16,17 | July 1, 1902, ch. 1357, §§ 1, | Superseded by former section 9 of T. 21 U. 8. C., which was 
2, 32 Stat. 632. covered by 21 U.S. C., 1946 ed., § 343 (a), which is incor- 
porated in section 43 of this revision. 











21 24 | Mar. 4, 1915, ch. 144, 38 | Obsolete, since the authority for the inspections to which 
| Stat. 1102. | this section related was omitted from the appropriation 
act of July 12, 1943, ch. 221, 57 Stat. 494 and subsequent 
| | aets. 

21 26 | Jan. 18, 1927, ch. 39, 44 | Superseded by 5 U.S. C., 1952 ed., § 571. 

Stat. 984; May 16, 1928, | 
ch. 572, 45 Stat. 548; Feb. | 
16, 1929, ch. 227, 45 Stat. | 
| 1198. 

21 71 note | Aug. 30, 1890, ch. 839, § 1, | Superseded by the Meat Inspection Act of 1907 (21 U. 8. C., 
26 Stat. 414. | § 71 et seq.), which is incorporated in Chapter 53 of this 

| revision. 

21 95 | June 30, 1906, ch. 3913, | Unnecessary in revised Title 21. A section of the bill 
; 


34 Stat. 679; June 26, 1934, 


enacting this title authorizes appropriations for the entire 
ch. 756, § 2, 48 Stat. 1225 title. 

Aug. 10, 1917, ch. 52, § 9,40 | Expired when the national emergency resulting from 
Stat. 275; Nov. 21, 1918, World War I passed. 
ch. 212, § 3, 40 Stat. 1048. 


21 | 106, 107 


| Stat. 614; Jan. 17, 1914, 

| ch. 9, 38 Stat. 275; May 

| 26, 1922, ch. 202, § 1, 42 

Stat. 596; June 7, 1924, 

| ch. 352, 43 Stat, 657. 

21 | 184 | Feb. 9, 1909, ch. 100, § 8; | Obsolete and superseded by sec. 1584 of title 19, U. 8. C., 

| Jan. 17, 1914, ch. 9, 38 1952 ed. (sec. 584 of the Tariff Act of 1930). 

Stat. 277; May 26, 1922, 

ch, 202, § 3, 42 Stat. 598. 

21 188n | Dec. 11, 1942, ch. 720, § 15, | Not necessary or appropriate in a revision. A separate 

56 Stat. 1049, section in the bill to enact this revision contains sepa- 

rability provisions with respect to the entire title. 

21 | 191,192 | Feb. 23, 1887, ch. 210, §§ 1, | Obsolete and superseded by 21 U. S. C., 1952 ed., §§ 173, 
2, 24 Stat. 409. i — are incorporated in sections 763 and 766 of this 

revision. 

21 193 | Feb. 23, 1887, ch. 210, §3,24 | Obsolete because in the Treaty of Jan. 11, 1943, 57 Stat. 767, 

Stat. 409; June 25, 1948, the United States relinquished extraterritorial rights in 

ch. 646, § 5, 62 Stat. 986. China. 

21 | 201-215 | Mar. 3, 1915, ch. 74, §§ 1-13, | Obsolete since the Treaty of Jan. 11, 1943, 57 Stat. 767, under 

38 Stat. 817-822. which the United States relinquished extraterritorial 

rights in China. 

21 | 333 note, | Oct. 26, 1951, ch. 578, §3,65 | Executed and obsolete. 

353 note Stat. 649. 

21 | 342 note, | June 23, 1939, ch. 242, §§ 1, | Executed and no longer necessary in view of the provisions 


which was abolished by section 282b of Title 5, U. 8. C., 
1952 ed. 














i 
| 

21 | 112 note | May 29, 1884, ch. 60, § 10, | Executed and obsolete. 
| 23 Stat. 33 . . 

21 | 146 | Feb. 15, 1927, ch. 155, § 6, | Unnecessary in revised Title 21. A section of the bill 
44 Stat. 1103. } — this title authorizes appropriations for the entire 

| title. 

21 | 147 | Feb. 15, 1927, ch. 155, § 7, | Section merely repealed laws inconsistent with sections 
| | 44 Stat. 1103. | 141-149 of T. 21, U. 8. C., 1946 ed., which sections are 
| _ themselves repealed by this revision. 

21 | 172 | Feb. 9, 1909, ch. 100, §2, 35 Section established the Federal Narcotics Control Board 





























343 note, 2, 53 Stat. 853, 854. of this revised title. 
351 note, 
352 note, 
361 note, 
362 note 
21 | 376 note | May 2, 1939, ch. 107, title I, | Only the words “which section {section 376 of title 21 
§ 1 (part), 53 Stat. 631. U. 8. C., 1952 ed.] is hereby made immediately effective” 


are repealed by the bill to enact this revision. Such 
provision has been executed. 

21 391 | June 25, 1938, ch. 675, §901, | Section related to separability of provisions which is covered 
52 Stat. 1059. by a section of the bill to enact this revision. 

21 | 392 note | June 25, 1938, ch. 675, | Provisions of these subsections have been executed. 

= (a) (c) (d), 52 Stat. 
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TaBLe 4.—OMITTED SECTIONS NOT REPEALED 
Sections of title 21, U. S. C., 1952 ed., omitted from this revision but not repealed 




















U.S. C., 1946 ed. 

SR Statutes at Large Reasons for omission 

Title | Section 

21 129 | Mar. 4, 1917, ch. 179, 39 | Section derived from annual appropriation acts, and should 

Stat. 1167; May 11, 1922, not be enacted into permanent law by inclusion in this 
ch, 185, 42 Stat. 536: Feb. revision, in view of varying needs of the Department of 
26, 1923, ch. 119, 42 Stat. Agriculture in connection with appropriations for the pur- 
1318; Apr. 2, 1924, ch. 81, poses named 
$1, 43 Stat. 40, and vari- 
ous subsequent Depart- 


ment of Agriculture Ap- | i 

propriation Acts. 

21 | 341 note r- 15, 1954, ch. 143, § 3, | Section is of limited duration, applying only to public 
| 68 Stat. 55. | hearings begun prior to Apr. 15, 1954. 








TaBLe 5.—TRANSFERRED SECTIONS 


Showing sections of title 21, U. S. C., 1952 edition, which are recommended for 
transfer to other titles of the United States Code 


Transfer 

Section: to title 
GH Sita ico ticet aeh  tetaed nsna calcite Aida arip ied a sacielt caleba aniadaealea tia tains ini nd area cdl aah dies aacanniatiiaiadds 7 or 15 

Iie sacs ws acai ste ween besoin vis geste eters hel cag einige dione demoarastand wneiebabia ot Mahala didcdhcelb nigh te icackcaiatinigiatadas Cine 7 or 15 

Wche cincsbidhcknanne dh delbentistdiibpibketbth sath «deste annint« ébkdaapateibanehs Aine Deiat 7 or 15 

DeiciciwisSanciiew dp edis dietetndeh etd mein ee tiaing A abcbae meatheinnba as ake bck midnimieitdahibiad iptimelatiptdiione i 7 or 15 


TaBLE 6.—CROSS REFERENCES FOR TITLE 21 


Showing under specified sections and chapters of revised title 21, U. S. C., related 
subject matter in other sections and chapters of this title and other titles of the United 
States Code, 1952 edition 


PART I. FOOD, DRUGS, COSMETICS, AND CAUSTIC POISONS 
Cuapter 3. Foop, Drucs, anp Cosmetics 

Section 21 

Definitions of food, drug, device, and cosmetic in provisions concerning false 
advertising, see section 55 of title 15. 
Section 42 
; ee process or renovated butter, tax on, see section 4811 et seq. of 
apsiieuiin: tax on importation, see sections 4591-4593 of title 26. 
Section 49 

Preservation of salmon for human consumption, see section 235 of title 48. 
Section 48 


Adulterated, process or renovated butter, tax on, see section 4811 et seq. of 
title 26. 

Definition of oleomargarine and margarine for purposes of preventing unlawful 
competition, see section 55 (f) of title 15. 

Filled cheese, tax on, see sections 4841, 4842, and 4846 of title 26. 

Oleomargarine, tax on importation, see sections 4591—4593 of title 26. 
Section 51 


Regulation of commerce in viruses, serums, toxins and analogous products— 
For human use, see section 262 of title ‘42, U.S.C 
For animal use, see chapter 57 of this revised title. 


Section 81 
Marking of imported articles, see sections 134 and 1304 of title 19. 


CuaptTeR 5. MILK AND CREAM 


Milk handling orders, see section 608c of title 7. 
Section 202 
Inspection of dairy products for export, see section 512 of this title. 
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CHAPTER 9. Caustic Porsons 
Section 311 


Insecticides, fungicides, economic poisons, etc., see section 135 et seq. of title 7. 
Section 312 
Mailing of poisonous articles, see section 1716 of title 18. 


PART II. ANIMALS, POULTRY AND MEATS 
CuHaprer 51. DEPARTMENT OF AGRICULTURE 
Section 451 


Bureau of Animal Industry, see sections 391-394 of title 7, Agriculture 
Packers and Stockyards Act, see section 181 et seq. of title 7, Agriculture. 


CuaptTerR 53. Meat INSPECTION 
Section 491 


Imported meats, see section 1306 of title 19, U. S. C. 
Section 497 

Overtime pay of employees engaged in meat inspection, see section 394 of title 7. 
Section 500 

Purchase of tags, labels, etc., from meat inspection appropriations, see section 
431 of title 7. 
Section 502 

Overtime pay of employees engaged in meat inspection, see section 394 of 
title 7. 
Section 504 

Travel expenses for meat inspection, see section 396 of title 7. 
Section 512 

Importation of milk and cream, see section 201 et seq. of this title. 


CuHapterR 55. ANIMAL AND Pov.trry Di1sEASE PREVENTION; TRANSPORTATION, 
IMPpoRT AND EXPporRT 
Section 565 
Accommodations in vessels carrying export animals, see sections 466a, 466b of 
title 46, U. S. C. 


Section 566 


Imports from countries where rinderpest or foot-and-mouth disease exists, see 
section 1306 of title 19, U. S.C. 


CuaptER 57. Serums AND ANALOGous Propwucts 
Section 611 
Anti-hog-cholera serum and hog-cholera virus, regulation of marketing, see 
sections 851-855 of title 7, U. S. C. 
Regulation of viruses, serums, toxins, and analogous products for human use, 
see section 262 of title 42, U.S. C. 


PART III. NARCOTICS 


CHAPTER 91. ADMINISTRATION 
Section 711 


Bureau of Narcotics, see sections 282—282c of title 5. 
Harrison Anti-narcotic Act, regulating domestic sale or dispensing of narcotics, 
see sections 4701 et seq: 4721 et seq. and 4731 et seq. of title 26. 
Narcoties— 
Instruction as to effect of, see section 111 et seq. of title 20. 
Taxation of, see section 4701 et seq. of title 26. 
Transportation of contraband articles, see section 781 et seq. of title 49. 
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CuHaptTer 93. Narcorics Import aND Export 
Section 761 


Advance of funds in connection with enforcement of provisions of this chapter, 
see section 529a of title 31. 


Commissioner of Narcotics, appointment and duties, see sections 282—282¢ of 
title 5. 


Section 765 


Deportation of aliens convicted of violating narcotics laws, see sections 1251 
(a) (11) and 1252 et seq. of Title 8, Aliens and Nationality. 


Section 767 
Exportation of narcotics to Pacific Islands, see section 969 of title 18. 
Taste 7—POPULAR NAMES 
Showing distribution of popular name acts in revised title 21, U. S. C. 


Section of revised 


Popular names title 21 
CRI, COUR CNORR E NO I nc: west ag ms eslanckien tatind ipsvd einer pepo ms ewe 551-574 
SERPENT: SesURSREN DPE RD os id os ws rience Sw Sen wr sisi eaiive te Sale priate cata 311-320 
TAD: Reais TG I a esa as i tere sesh ens chs rig wie maniac nee sd evant a 221-225 
Federal Food, Drug, and Cosmetic Act...............-..---..-..-.. 21-83 
NIN RTI NI OG ka 8a i Ui gl ital oes ctr vised dg lt ncienbesp sxc ka agit awa 201-207 
INR TSDORE AOU BOG iiiiiciicad Seeds ae ti nieniniam enbhauied awadaierwaipaichieen 261-273 
SOUR ON I ia ahd a ns steht e uni beatnik etek 491-513, 565-573 
Narcotic Drugs Import and Export Acts................-.......-.- 761-772 
Oleomargarine Tax Repeal Act of 1950__......_.....-..---. --.-_.- 31, 42, 48 
Opium Poppy Control. Act. of 1962... 2.6 ncn n con sewccenwncsccccccce 811-822 


Text or Statutes FOR REPEAL IN COMPLIANCE WITH RAMSEYER 
RvuLeE 


In compliance with clause 3 of Rule XIII of the Rules of the 
House of Representatives, the text of the statutes or parts thereof 
which are proposed to be repealed by the bill are set out below. 

The citation in the left-hand column identifies the text of the 
Statutes at Large which immediately follows that reference; that in 
the right-hand column refers to the section of proposed title 21, ‘“Food 
and Vitex” of the United States Code, where similar subject matter 
will be found. The word “Omitted” in the right-hand column in- 
dicates that the particular text of such statute was not incorporated 
in proposed title 21 because it was obsolete, executed, covered by 
other law, or superseded by later law. The specific reasons for 
omitting and repealing such statutes are given in the omitted laws 
table, yp Bae ome in this report. 


STATUTES AT LARGE 


May 29, 1884, ch. 60, §§2-9, 23 Stat. T. 21, §§ 552, 554, 558, 562, 565, 571, 

31-33 573, 574 

Sec. 2. That the Commissioner of Agriculture is authorized to appoint two 
competent agents, who shall be practical stock-raisers or experienced business- 
men familiar with questions pertaining to commercial transactions in livestock, 
whose duty it shall be, under the instructions of the Commissioner of Agriculture, 
to examine and report upon the best methods of treating, transporting, and caring 
for animals, and the means to be adopted for the suppression and extirpation of 
contagious pleuropneumonia, and to provide against the spread of other danger- 
ous contagious, infectious, and communicable diseases. The compensation of 
said agents shall be at the rate of ten dollars per diem, with all necessary expenses, 
while engaged in the actual performance of their duties under this act, when absent 
from their usual place of business or residence as such agent. 
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Sec. 3. That it shall be the duty of the Commissioner of Agriculture to prepare 
such rules and regulations as he may deem necessary for the speedy and effectual 
suppression and extirpation of said diseases, and to certify such rules and regula- 
tions to the executive authority of each State and Territory, and invite said author- 
ities to cooperate in the execution and enforcement of this act. Whenever the 
— and methods of the Commissioner of Agriculture shall be accepted by any 

tate or Territory in which pleuropneumonia or other contagious, infectious, or 
communicable disease is declared to exist, or such State or Territory shall have 
adopted plans and methods for the suppression and extirpation of said diseases, 
and such plans and methods shall be accepted by the Commissioner of Agriculture, 
and whenever the governor of a State or other properly constituted authorities 
signify their readiness to cooperate for the extinction of any contagious, infectious, 
or communicable disease in conformity with the provisions of this act, the Com- 
missioner of Agriculture is hereby authorized to expend so much of the money 
appropriated by this act as may be necessary in such investigations, and in such 
disinfection and quarantine measures as may be necessary to prevent the spread 
of the disease from one State or Territory into another. 

Sec. 4. That in order to promote the exportation of livestock from the United 
States the Commissioner of Agriculture shall make special investigation as to the 
existence of pleuropneumonia, or any contagious, infectious, or communicable 
disease, along the dividing lines between the United States and foreign countries, 
and along the lines of transportation from all parts of the United States to ports 
from which livestock are exported, and make report of the results of such investi- 
gation to the Secretary of the Treasury, who shall, from time to time, establish 
such regulations concerning the exportation and transportation of livestock as 
the results of said investigations may require. 

Sec. 5. That to prevent the exportation from any port of the United States to 
any port in a foreign country of livestock affected with any contagious, infectious, 
or communicable disease, and especially pleuropneumonia, the Secretary of the 
Treasury be, and he is hereby, authorized to take such steps and adopt such 
measures, not inconsistent with the provisions of this act, as he may deem 
necessary. 

Sec. 6. That no railroad company within the United States, or the owners or 
masters of any steam or sailing or other vessel or boat, shall receive for transporta- 
tion or transport, from one State or Territory to another, or from any State into 
the District of Columbia, or from the District into any State, any livestock 
affected with any contagious, infectious, or communicable disease, and especially 
the disease known as pleuropneumonia; nor shall any person, company, or corpo- 
ration deliver for such transportation to any railroad company, or master or 
owner of any boat or vessel, any livestock, knowing them to be affected with any 
contagious, infectious, or communicable disease; nor shall any person, company, 
or corporation drive on foot or transport in private conveyance from one State 
or Territory to another, or from any State into the District of Columbia, or from 
the District into any State, any livestock, knowing them to be affected with any 
contagious, infectious, or communicable disease, and especially the disease known 
as pleuropneumonia: Provided, That the so-called splenetic or Texas fever shall 
not be considered a contagious, infectious, or communicable disease within the 
meaning of sections four, five, six, and seven of this act, as to cattle being trans- 
ported by rail to market for slaughter, when the same are unloaded only to be 
fed and watered in lots on the way thereto. 

Sec. 7. That it shall be the duty of the Commissioner of Agriculture to notify, 
in writing, the proper officials or agents of any railroad, steamboat, or other 
transportation company doing business in or through any infected locality, and 
by publication in such newspapers as he may select, of the existence of said 
contagion; and any person or persons operating any such railroad, or master or 
owner of any boat or vessel, or owner or custodian of or person having control 
over such cattle or other livestock within such infected district, who shall know- 
ingly violate the provisions of section six of this act, shall be guilty of a misde- 
meanor, and, upon conviction, shall be punished by a fine of not less than one 
hundred nor more than five thousand dollars, or by imprisonment for not more 
than one year, or by both such fine and imprisonment. 

Sec. 8. That whenever any contagious, infectious, or communicable disease 
affecting domestic animals, and especially the disease known as pleuropneumonia, 
shall be brought into or shall break out in the District of Columbia, it shall be 
the duty of the Commissioners of said District to take measures to suppress the 
same promptly and to prevent the same from spreading; and for this purpose the 
said Commissioners are hereby empowered to order and require that any premises, 
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farm, or farms where such disease exists, or has existed, be put in quarantine; to 
order all or any animals coming into the District to be detained at any place or 
places for the purpose of inspection and examination; to prescribe regulations for 
and to require the destruction of animals affected with contagious, infectious, or 
communicable disease, and for the proper disposition of their hides and carcasses; 
to prescribe regulations for disinfection, and such other regulations as they may 
deem necessary to prevent infection or contagion being communicated and shall 
report to the Commissioner of Agriculture whatever they may do in pursuance of 
the provisions of this section. 

Sec. 9. That it shall be the duty of the several United States district attorneys 
to prosecute all violations of this act which shall be brought to their notice or 
knowledge by any person making the complaint under oath; and the same shall be 
heard before any district or circuit court of the United States or Territorial court 
holden within the district in which the violation of this act has been committed. 


May 29, 1884, ch. 60, § 10, 23 Stat. 33... .........-..-.-.-.-------.- Omitted 


That the sum of one hundred and fifty thousand dollars, to be immediately 
available, or so much thereof as may be necessary, is hereby appropriated, out of 


any moneys in the Treasury not otherwise appropriated, to carry into effect the 
provisions of this act. 


i. 23, 1887, ch. 210, §§ 1-3, 24 Stat. Omitted 
409 


That the importation of opium into any of the ports of the United States by 
any subject of the Emperor of China is hereby prohibited. Every person guilty 
of a violation of the preceding provision shall be deemed guilty of a misdemeanor, 
and, on conviction thereof, shall be punished by a fine of not more than five 
hundred dollars nor less than fifty dollars, or by imprisonment for a period of not 
more than six months nor less than thirty days, or by both such fine and imprison- 
ment, in the discretion of the court. 

Sec. 2. That every package containing opium, either in whole or in part, 
imported into the United States by any subject of the Emperor of China, shall be 
deemed forfeited to the United States; and proceedings for the declaration and 
consequences of such forfeiture may be instituted in the courts of the United 
States as in other cases of the violation of the laws relating to other illegal impor- 
tations. . 

Sec. 3. That no citizen of the United States shall import opium into any of 
the open ports of China, nor transport the same from one open port to any other 
open port, or buy or sell opium in any of such open ports of China, nor shall any 
vessel owned by citizens of the United States, or any vessel, whether foreign or 
otherwise, employed by any citizen of the United States, or owned by any citizen 
of the United States, either in whole or in part, and employed by persons not 
citizens of the United States, take or carry opium into any of such open ports of 
China, or transport the same from one open port to any other open port, or be 
engaged in any traffic therein between or in such open ports or any of them. 
Citizens of the United States offending against the provisions of this section shall 
be deemed guilty of a misdemeanor, and, upon conviction thereof, shall be 
punished by a fine not exceeding five hundred dollars nor less than fifty dollars, 
or by both such punishments, in the discretion of the court. The consular courts 
of the United States in China, concurrently with any district court of the United 
States in the district in which any offender may be found, shall have jurisdiction 
to hear, try, and determine all cases arising under the foregoing provisions of this 
section, subject to the general regulations provided by law. Every package of 
opium or package containing opium, either in whole or in part, brought, taken, 
or transported, trafficked, or dealt in contrary to the provisions of this section, 
shall be forfeited to the United States, for the benefit of the Emperor of China; 
and such forfeiture, and the declaration and consequences thereof, shall be made, 
had, determined, and executed by the proper authorities of the United States 
exercising judicial powers within the Empire of China. 


Aug. 30, 1890, ch. 839, §§ 1-3, 26 Stat. Omitted 
414, 415 


That the Secretary of Agriculture may cause to be made a careful inspection 
of salted pork and bacon intended for exportation, with a view to determining 
whether the same is wholesome, sound, and fit for human food whenever the 
laws, regulations, or orders of the Government of any foreign country to which 
such pork or bacon is to be exported shall require inspection thereof relating to 
the importation thereof into such country, and also whenever any buyer, seller, 
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id enpottes of such meats intended for exportation shall request the inspection 
ereo 

Such inspection shall be made at the place where such meats are packed or 
boxed, and each package of such meats so inspected shall bear the marks, stamps, 
or other device for identification provided for in the last clause of this section: 
Provided, That an inspection of such meats may also be made at the place of 
exportation if an inspection has not been made at the place of packing, or if 
in the opinion of the Secretary of Agriculture, a re-inspection becomes necessary. 
One copy of any certificate issued by any such inspector shall be filed in the 
Department of Agriculture; another copy shall be attached to the invoice of 
each separate shipment of such meat, and a third copy shall be delivered to the 
consignor or shipper of such meat as evidence that packages of salted pork and 
bacon have been inspected in accordance with the provisions of this act and found 
to be wholesome, sound, and fit for human food; and for the identification of the 
same such marks, stamps, or other devices as the Secretary of Agriculture may 
by regulation prescribe shall be affixed to each of such packages. — ; 

Any person who shall forge, counterfeit, or knowingly and wrongfully alter, 
deface, or destroy any of the marks, stamps, or other devices provided for in this 
section on any package of any such meats, or who shall forge, counterfeit, or 
knowingly and wrongfully alter, deface, or destroy anv certificate in reference to 
meats provided for in this section, shall be deemed guilty of a misdemeanor, and 
on conviction thereof shall be punished by a fine not exceeding one thousand 
dollars or imprisonment not exceeding one year, or by both said punishments, in 
the discretion of the court. 

Sec. 2. That it shall be unlawful to import into the United States any adul- 
terated or unwholesome food or drug or any vinous, spirituous or malt liquors, 
adulterated or mixed with any poisonous or noxious chemical drug or other 
ingredient injurious to health. Any person who shall knowingly import into the 
United States any such adulterated food or drug, or drink, knowing or having 
reasons to believe the same to be adulterated, being the owner or the agent of 
the owner, or the consignor or consignee of the owner, or in privity with them, 
assisting in such unlawful act, shall be deemed guilty of a misdemeanor, and 
liable to prosecution therefor in the district court of the United States for the 
district into which such property is imported; and, on conviction, such person 
shall be fined in a sum not exceeding one thousand dollars for each separate 
shipment, and may be imprisoned by the court for a term not exceeding one 
year, or both, at the discretion of the court. 

Sec. 3. That any article designed for consumption as human food or drink, and 
any other article of the classes or description mentioned in this act, which shall 
be imported into the United States contrary to its provisions, shall be forfeited 
to the United States, and shall be proceeded against under the provisions of 
chapter eighteen of title thirteen of the Revised Statutes of the United States; 
and such imported property so declared forfeited may be destroyed or returned 
to the importer for exportation from the United States after the payment of all 
costs and expenses, under such regulations as the Secretary of the Treasury may 

rescribe; and the Secretary of the Treasury may cause such imported articles to 

inspected or examined in order to ascertain whether the same have been so 
unlawfully imported. 


Aug. 30, 1890, ch. 839, §§ 4, 6, 7-10, 26 T. 21, §§ 83, 566-570, 573 

Stat. 415-417 

Sec. 4. That whenever the President is satisfied that there is good reason to 
believe that any importation is being made, or is about to be made, into the 
United States, from any foreign country, of any article used for human food or 
drink that is adulterated to an extent dangerous to the health or welfare of the 
people of the United States, or any of them, he may issue his proclamation sus- 
pending the importation of such articles from such country for sugh period of 
time as he may think necessary to prevent such importation; and during such 
period it shall be unlawful to import into the United States from the countries 
designated in the proclamation of the President any of the articles the importation 
of which is so suspended. 

Sec. 6. That the importation of neat cattle, sheep, and other ruminants, and 
swine, which are diseased or infected with any disease, or which shall have been 
exposed to such infection within sixty days next before their exportation, is hereby 
prohibited; and any person who shall knowingly violate the foregoing provision 
shall be deemed guilty of a misdemeanor, and shall, on conviction, be punished 
by a fine not exceeding five thousand dollars, or by imprisonment not exceeding 
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three years, and any vessel or vehicle used in such unlawful importation with the 
knowledge of the master or owner of said vessel or vehicle that such importation 
is diseased or has been exposed to infection as herein described, shall be forfeited 
to the United States. 

Sec. 7. That the Secretary of Agriculture be, and is hereby, authorized, at the 
= of the owner, to place and retain in quarantine all neat cattle, sheep, and 
other ruminants, and all swine, imported into the United States, at such ports as 
he may designate for such purpose, and under such conditions as he may by 
regulation prescribe, respectively, for the several classes of animals above de- 
scribed; and for this purpose he may have and maintain possession of all lands, 
buildings, animals, tools, fixtures, sone appurtenances now in use for the quarantine 
of neat cattle, and hereafter purchase, construct, or rent as may be necessary, 
and he may appoint veterinary surgeons, inspectors, officers, and employees by 
him deemed necessary to maintain such quarantine, and provide for the execution 
of the other provisions of this act. 

Sec. 8. That the importation of all animals described in this act into any port 
in the United States, exeept such as may be designated by the Secretary of Agri- 
culture, with the approval of the Secretary of the Treasury, as quarantine stations, 
is hereby prohitited: and the Secretary of Agriculture may cause to be slaughtered 
such of the animals named in this act as may be, under regulations prescribed 
by him, adjudged to be infected with any contagious disease, or to have been ex- 
posed to infection so as to be dangerous to other animals; and that the value of 
animals so slaughtered as being so exposed to infection but not infected may be 
ascertained by the agreement of the Secretary of Agriculture and owners thereof, 
if practicable; otherwise, by the appraisal by two persons familiar with the 
character and value of such property, to be appointed by the Secretary of Agri- 
culture, whose decision, if they agree, shall be final; otherwise, the Secretary of 
Agriculture shall decide between them, and his decision shall be final; and the 
amount of the value thus ascertained shall be paid to the owner thereof out of 
money in the Treasury appropriated for the use of the Bureau of Animal Industry; 
but no payment shall be made for any animal imported in violation of the pro- 
visions of this act. If any animal subject to quarantine according to the pro- 
visions of this act are brought into any port of the United States where no quar- 
antine station is established the collector of such port shall require the same to be 
conveyed by the vessel on which they are imported or are found to the nearest 
quarantine station, at the expense of the owner. 

Sec. 9. That whenever, in the opinion of the President, it shall be necessary 
for the protection of animals in the United States against infectious or contagious 
diseases, he may, by proclamation, suspend the importation of all or any class of 
animals for a limited time, and may change, modify, revoke, or renew such proc- 
lamation, as the public good may require; and during the time of such suspension 
the importation of any such animals shall be unlawful. 

Sec. 10. That the Secretary of Agriculture shall cause careful inspection to 
be made by a suitable officer of all imported animals described in this act, to ascer- 
tain whether such animals are infected with contagious diseases or have been 
exposed to infection so as to be dangerous to other animals, which shall then 
either be placed in quarantine or dealt with according to the regulations of the 
Secretary of Agriculture; and all food, litter, manure, clothing, utensils, and 
other me that have been so related to such animals on board ship as to 
be judged liable to convey infection shall be dealt with according to the regulations 
of the Secretary of Agriculture; and the Secretary of Agriculture may cause 
inspection to be made of all animals described in this act intended for exportation, 
and provide for the disinfection of all vessels engaged in the transportation 
thereof, and of all barges or other vessels used in the conveyance of such animals 
intended for export to the ocean steamer or other vessels, and of all attendants 
and their clothing, and of all head-ropes and other appliances used in such ex- 
portation, by such orders and regulations as he may prescribe; and if, upon such 
inspection, any such animals shall be adjudged, under the regulations of the 
Secretary of Agriculture, to be infected or to have been exposed to infection so 
as to be dangerous to other animals, they shall not be allowed to be placed upon 
any vessel for exportation; the expense of all the inspection and disinfection 
provided for in this section to be borne by the owners of the vessels on which such 
animals are exported. 
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Mar. 2, 1897, ch. 358 §§ 1-10, 29 Stat. T. 21, §§ 261-272 
604-607 


That from and after May first, eighteen hundred and ninety-seven, it shall be 
unlawful for any person or persons or corporation to import or bring into the 
United States any merchandise as tea which is inferior in purity, quality, and 
fitness for consumption to the standards provided in section three of this Act 
and the importation of all such merchandise is hereby prohibited. 

Sec. 2. That immediately after the passage of this Act, and on or before 
February fifteenth of each year thereafter, the Secretary of the Treasury shall 
appoint a board, to consist of seven members, each of whom shall be an expert 
in teas, and who shall prepare and submit to him standard samples of tea; that 
the persons so appointed shall be at all times subject to removal by the said 
Secretary, and shall serve for the term of one year; that vacancies in the said 
board occurring by removal, death, resignation, or any other cause shall be 
forthwith filled by the Secretary of the Treasury by appointment, such appointee 
to hold for the unexpired term; that said board shall appoint a presiding officer, 
who shall be the medium of all communications to or from such board; that each 
member of said board shall receive as compensation the sum of fifty dollars per 
annum, which, together with all necessary expenses while engaged upon the duty 
herein provided, shall be paid out of the appropriation for ‘“‘expenses of collecting 
the revenue from customs.” 

Sec. 3. That the Secretary of the Treasury, upon the recommendation of the 
said board, shall fix and establish uniform standards of purity, quality, and fitness 
for consumption of all kinds of teas imported into the United States, and shall 
procere and deposit in the customhouses of the ports of New York, Chicago, 
San Francisco, and such other ports as he may determine, duplicate samples of 
such standards: that said Secretary shall procure a sufficient number of other 
duplicate samples of such standards to supply the importers and dealers in tea 
at all ports desiring the same at cost. All teas, or merchandise described as tea, 
of inferior purity, quality, and fitness for consumption to such standards shall 
be deemed within the prohibition of the first section hereof. 

Sec. 4. That on making entry at the customhouse of all teas, or merchandise 
described as tea, imported into the United States, the importer or consignee shall 
give a bond to the collector of the port that such merchandise shall not be removed 
from the warehouse until released by the collector, after it shall have been duly 
examined with reference to its purity, quality, and fitness for consumption; that 
for the purpose of such examination samples of each line in every invoice of tea 
shall be submitted by the importer or consignee to the examiner, together with 
the sworn statement of such importer or consignee that such samples represent 
the true quality of each and every part of the invoice and accord with the specifi- 
cations therein contained; or in the discretion of the Secretary of the Treasury, 
such samples shall be obtained by the examiner and compared by him with the 
standards established by this Act; and in cases where said tea, or merchandise 
described as tea, is entered at ports where there is no qualified examiner as pro- 
vided in section seven, the consignee or importer shall in the manner aforesaid 
furnish under oath a sample of each line of tea to the collector or other revenue 
officer to whom is committed the collection of duties, and said officer shall also 
draw or cause to be drawn samples of each line in every invoice and shall forward 
the same to a duly qualified examiner as provided in section seven: Provided, 
however, That the bond above required Pail alee be conditioned for the payment 
of all customhouse charges which may attach to such merchandise prior to its 
being released or destroyed (as the case may be) under the provisions of this Act. 

Sec. 5. That if, after an examination as provided in section four, the tea is 
found by the examiner to be equal in purity, quality, and fitness for consumption 
to the standards hereinbefore provided, and no reexamination shall be demanded 
by the collector as provided in section six, a permit shall at once be granted to 
the importer or consignee declaring the tea free from the control of the customs 
authorities; but if on examination such tea, or merchandise described as tea, is 
found, in the opinion of the examiner, to be inferior in purity, quality, and fitness 
for consumption to the said standards the importer or consignee shall be immedi- 
ately notified, and the tea, or merchandise described as tea, shall not be released by 
the customhouse, unless on a reexamination called for by the importer or consignee 
the finding of the examiner shall be found to be erroneous: Provided, That should 
a portion of the invoice be passed by the examiner, a permit shall be granted for 
that portion and the remainder held for further examination, as provided in section 
six. 
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Sec. 6. That in case the collector, importer, or consignee shall protest against 
the finding of the examiner, the matter in dispute shall be referred for decision 
to a board of three United States general appraisers, to be designated by the 
Secretary of the Treasury, and if such warbe § shall, after due examination, find 
the tea in question to be equal in purity, quality, and fitness for consumption to 
the proper standards, a permit shall be issued by the collector for its release and 
delivery to the importer; but if upon such final reexamination by such board the 
tea shall be found to be inferior in purity, quality, and fitness for consumption 
to the said standards, the importer or consignee shall give a bond, with security 
satisfactory to the collector, to export said tea, or merchandise described as tea, 
out of the limits of the United States within a period of six months after such 
final reexamination; and if the same shall not have been exported within the 
time specified, the collector, at the expiration of that time, shall cause the same 
to be destroyed. 

Sec. 7. That the examination herein provided for shall be made by a duly 
qualified examiner at a port where standard samples are established, and where 
the merchandise is entered at ports where there is no qualified examiner, the 
examination shall be made at that one of said ports which is nearest the port of 
entry, and that for this purpose samples of the merchandise, obtained in the 
manner prescribed by section four of this Act, shall be forwarded to the proper 
port by the collector or chief officer at the port of entry; that in all cases of exami- 
nation or reexamination of teas, or merchandise described as tea, by examiners 
or boards of United States general appraisers under the provisions of this Act, 
the purity, quality, and fitness for consumption of the same shall be tested accord- 
ing to the usages and customs of the tea trade, including the testing of an infusion 
of the same in boiling water, and, if necessary, chemical analysis. 

Sec. 8. That in cases of reexamination of teas, or merchandise described as 
teas, by a board of United States general appraisers in pursuance of the pro- 
visions hereof, samples of the tea, or merchandise described as tea, in dispute, 
for transmission to such board for its decision, shall be put up and sealed by the 
examiner in the presence of the importer or consignee if he so desires, and trans- 
mitted to such board, together with a copy of the finding of the examiner, setting 
forth the cause of condemnation and the claim or ground of the protest of the 
importer relating to the same, such samples, and the papers therewith, to be 
distinguished by such mark that the same may be identified; that the decision 
of such board shall be in writing, signed by them, and transmitted, together with 
the record and samples, within three days after the rendition thereof, to the 
collector, who shall forthwith furnish the examiner and the importer or consignee 
with a copy of said decision of finding. The board of United States general 
appraisers herein provided for shall be authorized to obtain the advice, when 
necessary, of persons skilled in the examination of teas, who shall each receive 
for his services in any particular case a compensation not exceeding five dollars. 

Sec. 9. That no imported teas which have been rejected by a customs examiner 
or by a board of United States general appraisers, and exported under the pro- 
visions of this Act, shall be reimported into the United States under the penalty 
of forfeiture for a violation of this prohibition. 

Sec. 10. That the Secretary of the Treasury shall have the power to enforce 
the provisions of this Act by appropriate regulations. 


May 9, 1902, ch. 784, § 1, 32 Stat. 198... - 2.2.2.2... ee T. 21, § 48 


That all articles known as oleomargarine, butterine, imitation, process, reno- 
vated, or adulterated butter, or imitation cheese, or any substance in the semblance 
of butter or cheese not the usual product of the dairy and not made exclusively 
of pure and unadulterated milk or cream, transported into any State or Territory 
or the District of Columbia, and remaining therein for use, consumption, sale, or 
storage therein, shall, upon the arrival within the limits of such State or Territory 
or the District of Columbia, be subject to the operation and effect of the laws of 
such State or Territory or the District of Columbia, enacted in the exercise of its 
police powers to the same extent and in the same manner as though such articles 
or substances had been produced in such State or Territory or the District of 
Columbia, and shall not be exempt therefrom by reason of being introduced 
therein in original packages or otherwise. 


os 1902, ch. 1357, §§ 1, 2, 32 Stat. Omitted 


That no person or persons, company or corporation, shall introduce into any 
State or Territory of the United States or the District of Columbia from any other 
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State or Territory of the United States or the District of Columbia, or sell in the 
District of Columbia or in any Territory any dairy or food products which shall 
be falsely labeled or branded as to the State or Territory in which they are made, 
produced, or grown, or cause or procure the same to be done by others. 

Sec. 2. That if any person or persons violate the provisions of this Act, either 
in person or through another, he shall be guilty of a misdemeanor and shall be 
punished by a fine of not less than five hundred nor more than two thousand dol- 
lars; and that the jurisdiction for the prosecution of said misdemeanor shall be 
within the district of the United States court in which it is committed. 


Feb. 2, 1903, ch. 349, §§ 1-3, 32 Stat. T. 21, §§ 551, 558, 565, 572, 573 

791, 792 

That in order to enable the Secretary of Agriculture to effectually suppress and 
extirpate contagious pleuropneumonia, foot and mouth disease, and other dan- 
gerous contagious, infeetious, and communicable diseases in cattle and other live 
stock, and to prevent the spread of such diseases, the powers conferred on the 
Secretary of the Treasury by sections four and five of an Act entitled ‘‘An Act for 
the establishment of a Bureau of Animal Industry, to prevent the exportation of 
diseased cattle, and to provide means for the suppression and extirpation of 
pleuropneumonia and other contagious diseases among domestic animals,’ ap- 

roved May twenty-ninth, eighteen hundred and eighty-four (twenty-third 

nited States Statutes, thirty-one), are hereby conferred on the Secretary of 
Agriculture, to be exercised exclusively by him. He is hereby authorized and 
directed, from time to time, to establish such rules and regulations concerning 
the exportation and transportation of live stock from any place within the United 
States where he may have reason to believe such diseases may exist into and 
through any State or Territory, including the Indian Territory, and into and 
through the District of Columbia and to foreign countries, as he may deem 
necessary, and all such rules and regulations shall have the force of law. When- 
ever any inspector or assistant inspector of the Bureau of Animal Industry shall 
issue a certificate showing that such officer had inspected any cattle or other live 
stock which were about to be shipped, driven, or transported from such locality 
to another, as above stated, and had found them free from Texas or splenetic 
fever infection, pleuropneumonia, foot and mouth disease, or any other infectious, 
contagious, or communicable disease, such animals, so inspected and certified, 
may be shipped, driven, or transported from such place into and through any 
State or Territory, including the Indian Territory, and into and through the Dis- 
trict of Columbia, or they may be exported from the United States without further 
inspection or the exaction of fees of any kind, except such as may at any time be 
ordered or exacted by the Secretary of Agriculture; and all such animals shall at 
all times be under the control and supervision of the Bureau of Animal Industry 
of the Agricultural Department for the purposes of such inspection. 

Sec. 2. That the Secretary of Agriculture shall have authority to make such 
regulations and take such measures as he may deem proper to prevent the intro- 
duction or dissemination of the contagion of any contagious, infectious, or com- 
municable disease of animals from a foreign country into the United States or 
from one State or Territory of the United States or the District cf Columbia to 
another, and to seize, quarantine, and dispose of any hay, straw, forage, or similar 
material, ur any meats, hides, or other animal products coming from an infected 
foreign country to the United States, or from one State or Territory or the District 
of Columbia in transit to another State or Territory or the District of Columbia 
whenever in his judgment such action is advisable in order to guard against the 
introduction or spread of such contagion. 

Sec. 3. That any person, company, or corporation knowingly violating the 
provisions of this Act or the orders or regulations made in pursuance thereof shall 
be guilty of a misdemeanor, and on conviction shall be punished by a fine of not 
less than one hundred dollars nor more than one thousand dollars, or by imprison- 
ment not more than one year, or by both such fine and imprisonment. 


Mar. 3, 1905, ch. 1496, §§ 1-4, 6, 33 Stat. T. 21, §§ 559-561, 573 

1264, 1265 

That the Secretary of Agriculture is authorized and directed to quarantine any 
State or Territory or the District of Columbia, or any portion of any State or 
Territory or the District of Columbia, when he shall determine the fact that 
cattle or other live stock in such State or Territory or District of Columbia are 
affected with any contagious, infectious, or communicable disease; and the Secre- 
tary of Agriculture is directed to give written or printed notice of the establish- 
ment of quarantine to the proper officers of railroad, steamboat, or other trans- 
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peiasion companies doing business in or through any quarantined State or 

erritory or the District of Columbia, and to publish in such newspapers in the 

y nt wen State or Territory or the District of Columbia, as the Secretary of 
es may select, notice of the establishment of quarantine. 

Ec. 2. That no railroad company or the owners or masters of any steam or 
sailing or other vessel or boat shall receive for transportation or transport from 
any quarantined State or Territory or the District of Columbia, or from the 
quarantined portion of any State or Territory or the District of Columbia, into 
any other State or Territory or the District of Columbia, any cattle or other live 
stock, except as hereinafter provided; nor shall any person, company, or corpora- 
tion deliver for such transportation to any railroad company, or to the master 
or owner of any boat or vessel, any cattle or other live stock, except as hereinafter 
provided; nor shall any person, company, or corporation drive on foot, or cause 
to be driven on foot, or transport in private conveyance or cause to be transported 
in private conveyance, from a quarantined State or Territory or the District of 
Columbia, or from the quarantined portion of any State or Territory or the 
District of Columbia, into any other State or Territory or the District of Columbia, 
any cattle or other live stock, except as hereinafter provided. 

Sec. 3. That it shall be the duty of the Secretary of Agriculture, and he is 
hereby authorized and directed, when the public safety will permit, to make and 
promulgate rules and regulations which shall permit and govern the inspection, 
disinfection, certification, treatment, handling, and method and manner of 
delivery and shipment of cattle or other livestock from a quarantined State or 
Territory or the District of Columbia, and from the quarantined portion of any 
State or Territory or the District of Columbia, into any other State or Territory 
or the District of Columbia; and the Secretary of Agriculture shall give notice of 
such rules and regulations in the manner provided in section two of this Act for 
notice of establishment of quarantine. 

Sec. 4. That cattle or other livestock may be moved from a quarantined State 
or Territory or the District of Columbia, or from the quarantined portion of any 
State or Territory or the District of Columbia, into any other State or Territory 
or the District of Columbia, under and in compliance with the rules and reg- 
ulations of the Secretary of Agriculture, made and promulgated in pursu- 
ance of the provisions of section three of this Act; but it shall be unlawful to 
move, or to allow to be moved, any cattle or other livestock from any quarantined 
State or Territory or the District of Columbia, or from the quarantined portion 
of any State or Territory or the District of Columbia, into any other State or 
Territory or the District of Columbia, in manner or method or under conditions 
other than those prescribed by the Secretary of Agriculture. 

Sec. 6. That any person, company, or corporation violating the provisions of 
sections two or four of this Act shall be guilty of a misdemeanor, and on conviction 
shall be punished by a fine of not less than one hundred dollars nor more than one 
thousand dollars, or by imprisonment not more than one year, or by both such 
fine and imprisonment. 


June 30, 1906, ch. 3913 (part), 34 Stat. Omitted 
679 


That there is permanently appropriated, out of any money in the Treasury not 
otherwise appropriated, the sum of three million dollars, for the expenses of the 
inspection of cattle, sheep, swine, and goats and the meat and meat food products 
thereof which enter into interstate or foreign commerce and for all expenses neces- 
sary to carry into effect the provisions of this Act relating to meat inspection, in- 
cluding rent and the employment of labor in Washington and elsewhere, for each 
year. And the Secretary of Agriculture shall, in his annual estimates made to 
Congress, submit a statement in detail, showing the number of persons employed 
in such inspections and the salary or per diem paid to each, together with the 
See expenses of such inspectors and where they have been and are em- 
ployed. 


Mar. 4, 1907, ch. 2907 (part), 34 Stat. T. 21, §§ 491-503, 505-510, 565, 573 
1260-1265 
For MEAT INSPECTION: That hereafter, for the purpose of preventing the use 
in interstate or foreign commerce, as hereinafter provided, of meat and meat food 
roducts which are unsound, unhealthful, unwholesome, or otherwise unfit for 
uman food, the Secretary of Agriculture, at his discretion, may cause to be made, 
by inspectors appointed for that purpose, an examination and inspection of all 
cattle, sheep, swine, and goats before they shall be allowed to enter into any 
slaughtering, packing, meat-canning, rendering, or similar establishment, in 
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which they are to be slaughtered and the meat and meat food products thereof 
are to be used in interstate or foreign commerce; and all cattle, swine, sheep, and 
goats found on such inspection to show symptoms of disease shall be set apart 
and slaughtered separately from all other cattle, sheep, swine, or goats, and when 
so slaughtered the carcasses of said cattle, sheep, swine, or goats shall be subject 
to a careful examination and inspection, all as provided by the rules and regula- 
tions to be prescribed by the Secretary of Agriculture, as herein provided for. 

That for the purposes hereinbefore set forth the Secretary of Agriculture shall 
cause to be made by inspectors appointed for that purpose, as hereinafter provided, 
&@ post-mortem examination and inspection of the carcasses and parts Srarset of 
all cattle, sheep, swine, and goats to be prepared for human consumption at any 
slaughtering, meat-canning, salting, packing, rendering, or similar establishment 
in any State, Territory, or the District of Columbia for transportation or sale as 
articles of interstate or foreign commerce; and the carcasses and parts thereof of 
all such animals found to be sound, healthful, wholesome, and fit for human food 
shall be marked, stamped, tagged, or labeled as “Inspected and passed’’; and said 
inspectors shall label, mark, stamp, or tag as “Inspected and condemned”’ all 
carcasses and parts thereof of animals found to be unsound, unhealthful, unwhole- 
some, or otherwise unfit for human food; and all carcasses and parts thereof thus 
inspected and condemned shall be destroyed for food purposes by the said estab- 
lishment in the presence of an inspector, and the Secretary of Agriculture may 
remove inspectors from any such establishment which fails to so destroy any such 
condemned carcass or part thereof, and said inspectors, after said first inspection, 
shall, when they deem it necessary, reinspect said carcasses or parts thereof to 
determine whether since the first inspection the same have become unsound, 
unhealthful, unwholesome, or in any way unfit for human food, and if any carcass 
or any part thereof shall, upon examination and inspection subsequent to the 
first examination and inspection, be found to be unsound, unhealthful, unwhole- 
some, or otherwise unfit for human food, it shall be destroyed for food purposes 
by the said establishment in the presence of an inspector, and the Secretary of 
Agriculture may remove inspectors from any establishment which fails to so 
destroy any such condemned carcass or part thereof. 

The foregoing provisions shall apply to all carcasses or parts of carcasses of 
cattle, sheep, swine, and goats, or the meat or meat products thereof which may 
be brought into any slaughtering, meat-canning, salting, packing, rendering, or 
similar establishment, and such examination and inspection shall be had before 
the said carcasses or parts thereof shall be allowed to enter into any department 
wherein the same are to be treated and prepared for meat food products; and the 
foregoing provisions shall also apply to all such products which, after having been 
issued from any slaughtering, meat-canning, salting, packing, rendering, or 
similar establishment, shall be returned to the same or to any similar establish- 
ment where such inspection is maintained. 

That for the purposes hereinbefore set forth the Secretary of Agriculture shall 
cause to be made, by inspectors appointed for that purpose, an examination and 
inspection of all meat food products prepared for interstate or foreign commerce 
in any slaughtering, meat-canning, salting, packing, rendering, or similar estab- 
lishment, and for the purposes of any examination and inspection said inspectors 
shall have access at all times, by day or night, whether the establishment be 
operated or not, to every part of said establishment; and said inspectors shall 
mark, stamp, tag, or label as ‘Inspected and passed”’ all such products found to 
be sound, healthful, and wholesome, and which contain no dyes, chemicals, 
preservatives, or ingredients which render such meat, or meat food products 
unsound, unhealthful, unwholesome, or unfit for human food; and said inspectors 
shall label, mark, stamp, or tag as “Inspected and condemned” all such products 
found unsound, unhealthful, and unwholesome, or which contain dyes, chemicals, 
preservatives, or ingredients which render such meat or meat food products un- 
sound, unhealthful, unwholesome, or unfit for human food, and all such condemned 
meat food products shall be destroyed for food purposes, as hereinbefore provided, 
and the Secretary of Agriculture may remove inspectors from any establishment 
which fails to so destroy such condemned meat food products: Provided, That 
subject to the rules and regulations of the Secretary of Agriculture the provisions 
hereof in regard to preservatives shall not apply to meat food products for export 
to any foreign country and which are prepared or packed according to the speci- 
fications or directions of the foreign pure r, when no substance is used in the 
preparation or packing thereof in conflict with the laws of the foreign country to 
which said article is to be exported; but if said article shall be in fact sold or offered 
for sale for domestic use or consumption then this proviso shall not exempt said 
article from the operation of all the other provisions of this Act. 
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That when any meat or meat food product prepared for interstate or foreign 
commerce which has been inspected as hereinbefore provided and marked “In- 
spected and passed” shall be placed or packed in any can, pot, tin, canvas, or 
other receptacle or covering in — establishment where inspection under the 
provisions of this Act is maintained, the person, firm, or corporation preparing 
said product shall cause a label to be attached to said can, pot, tin, canvas, or 
other receptacle or covering, under the supervision of an inspector, which label 
shall state that the contents thereof have been “inspected and passed’ under 
the provisions of this Act; and no inspection and examination of meat or meat 
food products deposited or inclosed in cans, tins, pots, canvas, or other receptacle 
or covering in any establishment where inspection under the provisions of this 
Act is maintained shall be deemed to be complete until such meat or meat food 
products have been sealed or inclosed in said can, tin, pot, canvas, or other 
receptacle or covering under the ee of an inspector, and no such meat 
or meat food products shall be sold or offered for sale by any person, firm, or 
corporation in interstate or foreign commerce under any false or deceptive name; 
but established trade name or names which are usual to such products and which 
are not false and deceptive and which shall be approved by the Secretary of 
Agriculture are permitted. 

The Secretary of Agriculture shall cause to be made, by experts in sanitation 
or by other competent inspectors, such inspection of all slaughtering, meat 
canning, salting, packing, rendering, or similar establishments in which cattle, 
sheep, swine, and goats are slaughtered and the meat and meat food products 
thereof are prepared for interstate or foreign commerce as may be necessary to 
inform himself concerning the sanitary conditions of the same, and to prescribe 
the rules and regulations of sanitation under which such establishments shall 
be maintained; and where the sanitary conditions of any such establishment are 
such that the meat or meat food products are rendered unclean, unsound, un- 
healthful, unwholesome, or otherwise unfit for human food, he shall refuse to 
allow said meat or meat food products to be labeled, marked, stamped, or tagged 
as “inspected and passed.”’ 

That the Secretary of Agriculture shall cause an examination and inspection 
of all cattle, sheep, swine, and goats, and the food products thereof, slaughtered 
and prepared in the establishments hereinbefore described for the purposes of 
interstate or foreign commerce to be made during the nighttime as well as during 
the daytime when the slaughtering of said cattle, sheep, swine, and goats, or 
the preparation of said food products is conducted during the nighttime. 

That on and after October first, nineteen hundred and six, no person, firm, or 

corporation shall transport or offer for transportation, and no carrier of interstate 
or foreign commerce shall — or receive for transportation from one State 
or Territory or the District of Columbia to any other State or Territory or the 
District of Columbia, or to any place under the jurisdiction of the United States, 
or to any foreign country, any carcasses or parts thereof, meat, or meat food 
products thereof which have not been inspected, examined, and marked as 
‘Inspected and passed,” in accordance with the terms of this Act and with the 
rules and regulations prescribed by the Secretary of Agriculture: Provided, That 
all meat and meat food products on hand on October first, nineteen hundred and 
six, at establishments where inspection has not been maintained, or which have 
been inspected under existing law, shall be examined and labeled under such 
rules and regulations as the Secretary of Agriculture shall prescribe, and then 
shall be allowed to be sold in interstate or foreign commerce. 

That no person, firm, or corporation, or officer, agent, or employee thereof, 
shall forge, counterfeit, simulate, or falsely represent, or shall without proper 
authority use, fail to use, or detach, or shall knowingly or wrongfully alter, deface, 
or destroy, or fail to deface or destroy, any of the marks, stamps, tags, labels, or 
other identification devices provided for in this Act, or in and as directed by the 
rules and regulations prescribed hereunder by the Secretary of Agriculture, on any 
carcasses, parts of carcasses, or the food product, or containers thereof, subject to 
the provisions of this Act, or any certificate in relation thereto, authorized or 
— by this Act or by the said rules and regulations of the Secretary of Agri- 
culture. 

That the Secretary of Agriculture shall cause to be made a careful inspection of 
all cattle, sheep, swine, and goats, intended and offered for export to foreign 
countries at such times and places, and in such manner as he may deem proper, to 
ascertain whether such cattle, sheep, swine, and goats are free from disease. 

And for this a he may appoint inspectors who shall be authorized to give 
an official certificate clearly stating the condition in which such cattle, sheep, 
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And no clearance shall be given to any vessel having on board cattle, sheep, 
swine, or goats for export to a foreign country until the owner or shipper of such 
cate, sheep, swine, or goats has a certifieate from the inspector herein authorized 
to We appointed, stating that the said cattle, sheep, swine, or goats are sound and 
hesithy, or unless the Secretary of Agriculture shall have waived the requirement 
of such certificate for export to the particular country to which such cattle, sheep, 
swine, or goats are to be exported. ‘ 
that the Secretary of Agriculture shall also cause to be made a careful inspection 
of the carcasses and parts thereof of all cattle, sheep, swine, and goats, the meat of 
whigh, fresh, salted, canned, corned, packed, cured, or otherwise prepared, is 
int@aded and offered for export to any foreign country, at such times and places 
anein such manner as he may deem proper. ‘ 

And for this purpose he may appoint inspectors who shall be authorized to give 
an Official certificate stating the condition in which said cattle, sheep, swine, or 
goats, and the meat thereof, are found. 

And no clearance shall be given to any vessel having on board any fresh, salted 
canned, corned, or packed beef, mutton, pork, or goat meat, being the meat of 
animals killed after the passage of this Act, or except as hereinbefore provided for 
export to and sale in a foreign country from any port in the United States, until 
the owner or shipper thereof shall obtain from an inspector appointed under the 
provisions of this Act a certificate that the said cattle, sheep, swine, and goats 
were sound and healthy at the time of inspection, and that their meat is sound and 
wholesome, unless the Secretary of Agriculture shall have waived the requirements 
of such certificate for the country to which said cattle, sheep, swine, and goats or 
meats are to be exported. 

That the inspectors provided for herein shall be authorized to give official cer- 
tificates of the sound and wholesome condition of the cattle, sheep, swine, and 
goats, their carcasses and products as herein described; and one copy of every cer- 
tificate granted under the provisions of this Act shall be filed in the Department 
of Agriculture, another copy shall be delivered to the owner or shipper, and when 
the cattle, sheep, swine, and goats or their carcasses and products are sent abroad, 
a third copy shall be delivered to the chief officer of the vessel on which the ship- 
ment shall be made. 

That no person, firm, or corporation engaged in the interstate commerce of 
meat or meat food products shall transport or offer for transportation, sell or offer 
to sell any such meat or meat food products in any State or Territory or in the 
District of Columbia or any place under the jurisdiction of the United States, other 
than in the State or Territory or in the District of Columbia or any place under the 
jurisdiction of the United States in which the slaughtering, packing, canning, ren- 
dering, or other similar establishment owned, leased, or operated by said firm, per- 
son, or corporation is located unless and until said person, firm, or corporation 
shall have complied with all of the provisions of this Act. 

That any person, firm, or corporation, or any officer or agent of any such person, 
firm, or corporation, who shall violate any of the provisions of this Act shall be 
deemed guilty of a misdemeanor and shall be punished on conviction thereof by a 
fine of not exceeding ten thousand dollars or imprisonment for a period of not 
more than two years, or by both such fine and imprisonment, in the discretion of 
the court. 

That the Secretary of Agriculture shall appoint from time to time inspectors 
to make examination and inspection of all cattle, sheep, swine, and goats, the 
inspection of which is hereby provided for, and of all carcasses and parts thereof, 
and of all meats and meat food products thereof, and of the sanitary conditions 
of all establishments in which such meat and meat food products hereinbefore 
described are prepared; and said inspectors shall refuse to stamp, mark, tag, or 
label any carcass or any part thereof, or meat food product therefrom, prepared 
in any establishment hereinbefore mentioned, until the same shall have actually 
been inspected, and found to be sound, healthful, wholesome, and fit for human 
food, and to contain no dyes, chemicals, preservatives, or ingredients which 
render such meat food product unsound, unhealthful, unwholesome, or unfit for 
human food; and to have been prepared under proper sanitary conditions, herein- 
before provided for; and shall perform such other duties as are provided by this 
Act and by the rules and regulations to be prescribed by said Secretary of Agri- 
culture; and said Secretary of Agriculture shall, from time to time, make such 
rules and regulations as are necessary for the efficient execution of the provisions 
of this Act, and all inspections and examinations made under this Act shall be 
such and made in such manner as described in the rules and regulations prescribed 
by said Secretary of Agriculture not inconsistent with the provisions of this Act. 
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That any person, firm, or corporation, or any agent or employee of any person, 
firm, or corporation who shall give, pay, or offer, directly or indirectly, to any 
inspector, deputy inspector, chief inspector, or any other officer or employee of 
the United States authorized to perform any of the duties prescribed by this Act 
or by the rules and regulations of the Secretary of Agriculture any money or 
other thing of value, with intent to influence said inspector, deputy inspector, 
chief inspector, or other officer or employee of the United States in the discharge 
of any duty herein provided for,‘ shall deemed guilty of a felony and, upon 
conviction thereof, shall be punished by a fine not less than five thousand dollars 
nor more than ten thousand dollars and by imprisonment not less than one year 
nor more than three years; and any inspector, députy inspector, chief inspector, 
or other officer or employee of the United States authorized to perform any of 
the duties prescribed by this Act who shall accept any money, gift, or other thing 
of value from any person, firm, or corporation, or officers, agents, or employees 
thereof, given with intent to influence his official action, or who shall receive or 
accept from any person, firm, or corporation engaged in interstate or foreign 
commerce any gift, money, or other thing of value given with any purpose or 
intent whatsoever, shall be deemed guilty of a felony and shall, upon conviction 
thereof, be summarily discharged from office and shall be punished by a fine not 
less than one thousand dollars nor more than ten thousand dollars and by im- 
prisonment not less than one year nor more than three years. 

That the provisions of this Act requiring inspection to be made by the Secretary 
of Agriculture shall not apply to animals slaughtered by any farmer on the farm 
and sold and transported as interstate or foreign commerce, nor to retail butchers 
and retail dealers in meat and meat food products, supplying their customers: 
Provided, That if any person shall sell or offer for sale or transportation for inter- 
state or foreign commerce any meat or meat food products which are diseased, 
unsound, unhealthful, unwholesome, or otherwise unfit for human food, knowing 
that such meat food products are intended for human consumption, he shall be 
guilty of a misdemeanor, and on conviction thereof shall be punished by a fine 
not exceeding one thousand dollars or by imprisonment for a — of not ex- 
ceeding one year, or by both such fine and imprisonment: Provided also, That the 
Secretary of Agriculture is authorized to maintain the inspection in this Act 
provided for at any slaughtering, meat-canning, salting, packing, rendering, or 
similar establishment notwithstanding this exception, and that the persons oper- 
ating the same may be retail butchers and retail dealers or farmers; and where 
the Secretary of Agriculture shall establish such inspection then the provisiors 
of this Act shall apply notwithstanding this exception. 


May 16, 1908, ch. 170, 35 Stat. 163... ..........-.--.-.-...-.--- T. 21, § 263 


That section one of “An Act to prevent the importation of impure and un- 
wholesome tea,” approved March second, eighteen hundred and ninety-seven, be 
amended by adding at the end thereof the following words: ‘Provided, That 
nothing herein shall affect or prevent the importation into the United States, 
under such regulations as the Secretary of the Treasury may prescribe, of any 
merchandise as tea which may be inferior in purity, quality, and fitness for con- 
sumption to the standards established by the Secretary of the Treasury, or of 
any tea waste, tea siftings, or tea sweepings, for the sole purpose of manufac- 
turing theine, caffeine, or other chemical products whereby the identity and 
character of the original material is entirely destroyed or changed; and that 
importers and manufacturers who import or bring into the United States such 
tea, tea waste, tea siftings, or tea sweepings shall give suitable bond, to be ap- 
proved as to amount and securities by the Secretary of the Treasury, conditioned, 
that said imported material shall be only used for the purposes herein provided 
under such regulations as may be prescribed by the Secretary of the Treasurv.”’ 


May 23, 1908, ch. 192 (part), 35 Stat. T. 21, § 512 
54, 255 


Provided, That the Act of March third. eighteen hundred and ninety-one, as 
amended March second, eighteen hundred and ninety-five, for the inspection of 
live cattle and products thereof, shall be deemed to include dairy products in- 
tended for exportation to any foreign country, and the Secretary of Agriculture 
may apply, under rules and regulations to be prescribed by him, the provisions 
of said Act for inspection and certification appropriate for ascertaining the purity 
and quality of such products, and may cause the same to be so marked, stamped, 
or labeled as to secure their identity and made known in the markets of foreign 
countries to which they may be sent from the United States their purity, quality, 
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and grade; and all the provisions of said Act relating to live cattle and products 
thereof for export shall apply to dairy products so inspected and certified: 


Feb. 9, 1909, ch. 100, §§ 1, 2 (b) (c) (d) T. 21, §§ 711, 761-768, 770, 771 

(e) (g), 3, 4, 5, 6, 7, 35 Stat. 614, 

as amended by Acts Jan. 17, 1914, ch. 

9, 38 Stat. 275-277; May 26, 1922, 

ch. 202, §§ 1, 2, 42 Stat. 596, 597; 

June 7, 1924, ch. 352, 43 Stat. 657; 

July 1, 1944, ch. 377, § 858 Stat. 721; 

Mar. 8, 1946, ch. 81, 60 Stat. 39; Nov. 

2, 1951, ch. 666, § 1, 65 Stat. 767; 

June 27, 1952, ch. 477, § 403 (a) (10), 

66 Stat. 279 

That when used in this Act— 

(a) The term ‘‘narcotic drug’? means opium, coca leaves, cocaine, isonepecaine, 
opiate, or any salt, derivative, or preparation of opium, coca leaves, cocaine, 
isonepecaine or opiate; and the word “isonepecaine’’ as used herein shall mean 
any substance identified chemically as 1—methyl-4—phenyl-—piperidine—4—car- 
boxylic acid ethyl ester, or any salt thereof, by whatever trade name designated; 
and the word ‘‘opiate”’ as used herein shall have the same meaning as defined in 
section 3228 (f) of the Internal Revenue Code. 

(b) The term ‘‘United States,’”’ when used in a geographical sense, includes 
the several States and Territories, and the District of Columbia; 

(c) The term “board”? means the Federal Narcotics Control Board established 
by section 2 of this Act; and 

(d) The term ‘‘person’”’ means individual, partnership, corporation, or asso- 
ciation. 

{2] (b) That it is unlawful to import or bring any narcotic drug into the United 
States or any territory under its control or jurisdiction; except that such amounts 
of crude opium and coca leaves as the board finds to be necessary to provide for 
medical and legitimate uses only, may be imported and brought into the United 
States or such territory under such regulations as the board shall prescribe but 
no crude opium may be imported or brought in for the purpose of manufacturing 
heroin. All narcotic drugs imported under such regulations shall be subject 
to the oe which are now or may hereafter be imposed upon such drugs when 
imported. 

(c) Whoever fraudulently or knowingly imports or brings any narcotic drug 
into the United States or any territory under its control or jurisdiction, contrary 
to law, or receives, conceals, buys, sells, or in any manner facilitates the trans- 
portation, concealment, or sale of any such narcotic drug after being imported or 
brought in, knowing the same to have been imported contrary to law, or con- 
spires to commit any of such acts in violation of the laws of the United States, 
shall be fined not more than $2,000 and imprisoned not less than two or more 
than five years. For a second offense, the offender shall be fined not more than 
$2,000 and imprisoned not less than five or more than ten years. For a third or 
subsequent offense, the offender shall be fined not more than $2,000 and imprisoned 
not less than ten or more than twenty years. Upon conviction for a second or 
subsequent offense, the imposition or execution of sentence shall not be sus- 
pended and probation shall not be granted. For the purpose of this subdivision, 
an offender shall be considered a second or subsequent offender, as the case may 
be, if he previously has been convicted of any offense the penalty for which is 
provided in this subdivision or in section 2557 (b) (1) of the Internal Revenue 
Code, or if he previously has been convicted of any offense the penalty for which 
was provided in section 9, chapter 1, of the Act of December 17, 1914 (38 Stat. 
789), as amended; section 1, chapter 202, of the Act of May 26, 1922 (42 Stat. 
596), as amended; section 12, chapter 553, of the Act of August 2, 1937 (50 Stat. 
556), as amended; or sections 2557 (b) (1) or 2596 of the Internal Revenue Code 
enacted February 10, 1939 (ch. 2, 53 Stat. 274, 282), as amended. After convic- 
tion, but prior to pronouncement of sentence, the court shall be advised by the 
United States attorney whether the conviction is the offender’s first or a subse- 
quent offense. If it is not a first offense, the United States attorney shall file 
an information setting forth the prior convictions. The offender shal! have the 
opportunity in open court to affirm or deny that he is identical with the person 
previously convicted. If he denies the identity, sentence shall be postponed for 
such time as to permit a trial before a jury on the sole issue of the offender’s 
identity with the person previously convicted. If the offender is found by the 
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jury to be the person previously convicted, or if he acknowledges that he is 
such person, he shall be sentenced as prescribed in this subdivision. 

Whenever on trial for a violation of this subdivision the defendant is shown to 
have or to have had possession of the narcotic drug, such possession shall be 
deemed sufficient evidence to authorize conviction unless the defendant explains 
the possession to the satisfaction of the jury. 

(d) Any narcotic drug imported or brought into the United States or any 
territory under its control or jurisdiction, contrary to law, shall, (1) if smok- 
ing opium and opium prepared for smoking, be seized and summarily forfeited 
to the United States Government without the necessity of instituting for- 
feiture proceedings of any character; or (2), if any other narcotic drug, be seized 
and forfeited to the United States Government, without regard to its value, in 
the manner provided by sections 3075 and 3076 of the Revised Statutes, or the 
provisions of law hereafter enacted which are amendatory of, or in substitution 
for, such sections. Any narcotic drug which is forfeited in a proceeding for con- 
demnation or not claimed under such sections, or which is summarily forfeited as 
provided in this subdivision, shall be placed in the custody of the board and in its 
diseretion be destroyed or delivered to some agency of the United States Govern- 
ment for use for medical or scientific purposes. 

(e) [Repealed by Act June 27, 1952, ch. 477, § 403 (a) (10), 66 Stat. 279]. 

(f) [Repealed by Act Nov. 2, 1951, ch. 666, § 5 (1), 65 Stat. 769]. 

(g) The master of any vessel or other water craft, or a person in charge of a 
railroad car or other vehicle, shall not be liable under subdivision (c), if he satisfies 
the jury that he had no knowledge of and used due diligence to prevent the 
presence of the narcotic drug in or on such vessel, water craft, railroad car, or 
other vehicle; but the narcotic drug shall be seized, forfeited, and disposed of as 
provided in subdivision (d). 

Sec. 3. That on and after July first, nineteen hundred and thirteen, all smoking 
opium or opium prepared for smoking found within the United States shall be 
presumed to have been imported after the first day of April, nineteen hundred and 
nine, and the burden of proof shall be on the claimant or the accused to rebut 
such presumption. 

Sec. 4. That any person subject to the jurisdiction of the United States who 
shall, either as principal or as accessory, receive or have in his possession, or con- 
ceal on board of or transport on any foreign or domestic vessel or other water 
craft or railroad car or other vehicle destined to or bound from the United States 
or any possession thereof, any smoking opium or opium prepared for smoking, 
or who, having knowledge of the presence in or on any such vessel, water craft, 
or vehicle of such article, shall not report the same to the principal officer thereof, 
shall be subject to the penalty provided in section two of this Act. Whenever on 
trial for violation of this section the defendant is shown to have or to have had 
possession of such opium, such possession shall be deemed sufficient evidence to 
authorize conviction, unless the defendant shall explain the possession to the 
satisfaction of the jury: Provided, however, That any master of a vessel or other 
water craft, or person in charge of a railroad car or other vehicle, shall not be 
liable under this section if he shall satisfy the jury that he had no knowledge and 
used due diligence to prevent the presence of such article in or on such vessel, 
water craft, car, or other vessel, and any such article shall be forfeited and shall 
be destroyed. 

Sec. 5. That no smoking opium or opium prepared for smoking shall be ad- 
mitted into the United States or into any territory under its control or jurisdic- 
tion for transportation to another country, or be transferred or transshipped from 
one vessel to another vessel within any waters of the United States for immediate 
exportation or for any other purpose; and except with the approval of the board, 
no other narcotic drug may be so admitted, transferred, or transshipped. 

Sec. 6. (a) That it shall be unlawful for any person subject to the jurisdiction 
of the United States Government to export or cause to be exported from the 
United States, or from territory under its control or jurisdiction, or from countries 
in which the United States exercises extraterritorial jurisdiction, any narcotic 
drug to any other country: Provided, That narcotic drugs (except smoking opium 
and opium prepared for smoking, the exportation of which is hereby absolutely 
prohibited) may be exported to a country only which has ratified and become a 
party to the convention and final protocol between the United States Govern- 
ment and other powers for the suppression of the abuses of opium and other 
drugs, commonly known as the International Opium Convention of 1912, and then 
only if (1) such country has instituted and maintains, in conformity with that 
convention, a system, which the board deems adequate, of permits or licenses for 
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the control of imports of such narcotic drugs; (2) the narcotic drug is consigned 
to an authorized permittee; and (3) there is furnished to the board proof deemed 
adequate by it, that the narcotic drug is to be applied exclusively to medical and 
legitimate uses within the country to which exported, that it will not be reexported 
from such country, and that there is an actual shortage of and a demand for the 
narcotic drug for medical and legitimate uses within such country. 

(b) The Secretary of State shall request all foreign Governments to communi- 
cate through the diplomatic channels copies of the laws and regulations pro- 
mulgated in their respective countries which prohibit or regulate the importation 
= ae in transit of any narcotic drug and, when received, advise the board 
thereof. 

(ec) The board shall make and publish all proper regulations to carry into effect 
the authority vested in it by this Act. 

Sec. 7. That any person who exports or causes to be exported any of the 
aforesaid drugs in violation of the preceding section shall be fined in any sum not 
exceeding $5,000 nor less than $50 or by imprisonment for any time not exceeding 
two years, or both. And one-half of any fine recovered from any person or persons 
convicted of an offense under any section of this Act may be paid to the person 
or persons giving information leading to such recovery, and one-half of any bail 
forfeited and collecetd in any proceedings brought under this Act may be paid 
to the person or persons giving the information which led to the institution of 
such proceedings, if so directed by the court exercising jurisdiction in the case: 
Provided, That no payment for giving information shall be made to any officer 
or employee of the United States. 
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Feb. 9, 1909, ch. 100, § 8, as amended Omitted 
Jan. 17, 1914, ch. 9, 38 Stat. 277; 
May 26, 1922, ch. 202, § 3, 42 Stat. 
598 


(a) That a narcotic drug that is found upon a vessel arriving at a port of the 
United States or territory under its control or jurisdiction and is not shown 
upon the vessel’s manifest, or that is landed from any such vessel without a 
permit first obtained from the collector of customs for that purpose, shall be 
seized, forfeited, and disposed of in the manner provided in subdivision (d) of 
section 2 and the master of the vessel shall be liable (1) if the narcotic drug is 
smoking opium, to a penalty of $25 an ounce, and (2) if any other narcotic drug, 
to a penalty equal to the value of the narcotic drug. 

(b) Such penalty shall constitute a lien upon the vessel which may be enforced 
by proceedings by libel in rem. Clearance of the vessel from a port of the United 
States may be withheld until the penalty is paid, or until there is deposited with 
the collector of customs at the port, a bond in a penal sum double the amount 
of the penalty, with sureties approved by the collector, and conditioned on the 
payment of the penalty (or so much thereof as is not remitted by the Secretary 
of the Treasury) and of all costs and other expenses to the Government in pro- 
ceedings for the recovery of the penalty, in case the master’s application for 
remission of the penalty is denied in whole or in part by the Secretary of the 
Treasury. 

(c) The provisions of law for the mitigation and remission of penalties and 
forfeitures incurred for violations of the customs laws, shall apply to penalties 
incurred for a violation of the provisions of this section. 


Feb. 9, 1909, ch. 100, § 2 (a), 35 Stat. Omitted 

614, as amended by Acts Jan. 17, 1914, 

ch. 9, 38 Stat. 275; May 26, 1922, ch. 

202, § 1, 42 Stat. 596 

Sec. 2. (a) That there is hereby established a board to be known as the 
“Federal Narcotics Control Board” and to be composed of the Secretary of State, 
the Secretary of the Treasury, and the Secretary of Commerce. Except as 
otherwise provided in this Act or by other law, the administration of this Act is 
vested in the Department of the Treasury. 


Feb. 9, 1909, ch. 100, § 9, as added by T. 21, § 773 
Act May 26, 1922, ch. 202, § 4, 42 
Stat. 598 


That this Act may be cited as the ‘‘ Narcotic Drugs Import and Export Act.” 
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= 1910, ch. 256 (part), 36 Stat. T. 21, § 558 
44 


Hereafter the Secretary of Agriculture may permit the erection of fences along 
international boundary lines, but entirely within the territory of the United 
States, for the purpose of keeping out diseased animals. 


Mar. 4, 1913, ch. 145 (part), 37 Stat. T. 21, §§ 611-617 
832, 833 


That from and after July first, nineteen hundred and thirteen, it shall be 
unlawful for any person, firm, or corporation to prepare, sell, barter, or exchange 
in the District of Columbia, or in the Territories, or in any place under the juris- 
diction of the United States, or to ship or deliver for shipment from one State or 
Territory or the District of Columbia to any other State or Territory or the 
District of Columbia, any worthless, contaminated, dangerous, or harmful virus, 
serum, toxin, or analogous product intended for use in the treatment of domestic 
animals, and no person, firm, or corporation shall prepare, sell, barter, exchange, 
or ship as aforesaid any virus, serum, toxin, or analogous product manufactured 
within the United States and intended for use in the treatment of domestic animals, 
unless and until the said virus, serum, toxin, or analogous product shall have 
been prepared under and in compliance with regulations prescribed by the Secre- 
tary of Agriculture, at an establishment holding an unsuspended and unrevoked 
license issued by the Secretary of Agriculture as hereinafter authorized. That 
the importation into the United States, without a permit from the Secretary of 
Agriculture, of any virus, serum, toxin, or analogous product for use in the treat- 
ment of domestic animals, and the importation of any worthless, contaminated, 
dangerous, or harmful virus, serum, toxin, or analogous product for use in the 
treatment of domestic animals, are hereby prohibited. The Secretary of Agri- 
culture is hereby authorized to cause the Bureau of Animal Industry to examine 
and inspect all viruses, serums, toxins, and analogous products, for use in the 
treatment of domestic animals, which are being imported or offered for importa- 
tion into the United States, to determine whether such viruses, serums, toxins, 
and analogous products are worthless, contaminated, dangerous, or harmful, 
and if it shall appear that any such virus, serum, toxin, or analogous product, for 
use in the treatment of domestic animals, is worthless, contaminated, dangerous, 
or harmful, the same shall be denied entry and shall be destroyed or returned 
at the expense of the owner or importer. That the Secretary of Agriculture be, 
and hereby is, authorized to make and promulgate from time to time such rules 
and regulations as may be necessary to prevent the preparation, sale, barter, 
exchange, or shipment as aforesaid of any worthless, contaminated, dangerous, 
or harmful virus, serum, toxin, or analogous product for use in the treatment of 
domestic animals, and to issue, suspend, and revoke licenses for the maintenance 
of establishments for the preparation of viruses, serums, toxins, and analogous 
products, for use in the treatment of domestic anaimals, intended for sale, barter, 
exchange, or shipment as aforesaid. The Secretary of Agriculture is hereby 
authorized to issue permits for the importation into the United States of viruses, 
serums, toxins, and analogous products, for use in the treatment of domestic 
animals, which are not worthless, contaminated, dangerous, or harmful. All 
licenses issued under authority of this Act to establishments where such viruses, 
serums, toxins, or analogous products are prepared for sale, barter, exchange, 
or shipment as aforesaid, shall be issued on condition that the licensee shall 
permit the inspection of such establishments and of such products and their 
preparation; and the Secretary of Agriculture may suspend or revoke any permit 
or license issued under authority of this Act, after opportunity for hearing has 
been granted the licensee or importer, when the Secretary of Agriculture is satisfied 
that such license or permit is being used to facilitate or effect the preparation, 
sale, barter, exchange, or shipment as aforesaid, or the importation into the 
United States of any worthless, contaminated, dangerous, or harmful virus, 
serum, toxin, or analogous product for use in the treatment of domestic animals. 
That any officer, agent, or employee of the Department of Agriculture duly 
authorized by the Secretary of Agriculture for the purpose may, at any hour 
during the daytime or nighttime, enter and inspect any establishment licensed 
under this Act where any virus, serum, taxin, or analogous product for use in 
the treatment of domestic animals is prepared for sale, barter, exchange, or ship- 
ment as aforesaid. That any person; firm, or corporation who shall violate any 
of the provisions of this Act shall be deemed guilty of a misdemeanor, and shall, 
upon conviction, be punished by a fine of not exceeding $1,000 or by imprisonment 
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not exceeding one year, or by both such fine and imprisonment, in the discretion 
of the court. 


June 30, 1914, ch. 131 (part), 38 Stat. 419. -..--...-.2.-- 2-2 ee T. 21, § 561 


Provided, That hereafter all the provisions of the said Act approved March 
third, nineteen hundred and five, shall apply to any railroad company or other 
common carrier, whose road or line forms any part of a route over which cattle 
or other live stock are transported in the course of shipment from any quarantined 
State or Territory or the District of Columbia, or from the quarantined portion 
of any State or Territory or the District of Columbia, into any other State or 
Territory or the District of Columbia; 


June 30, 1914, ch. 131 (part), 38 Stat. 420__.._.....-.-...---.------ T. 21, § 513 


Provided, That the provisions of the meat-inspection law may be extended to 
the inspection of reindeer. 


Mar. 3, 1915, ch. 74, §§ 1-13, 38 Stat. Omitted 

817-822 

That on and after the first day of January, nineteen hundred and sixteen, it 
shall be unlawful in the consular districts of the United States in China for any 
person whose permanent allegiance is due to the United States not licensed as a 
pharmacist within the meaning of this Act to conduct or manage any pharmacy, 
drug or chemical store, apothecary shop, or other place of business for the retail- 
ing, compounding, or dispensing of any drugs, chemicals, or poisons, or for the 
compounding of physicians’ prescriptions, or to keep exposed for sale at retail, 
any drugs, chemicals, or poisons, except as hereinafter provided, or, except as 
hereinafter provided, for any person whose permanent allegiance is due to the 
United States not licensed as a pharmacist within the meaning of this Act to 
compound, dispense, or sell, at retail, any drug, chemical, poison, or pharma- 
ceutical preparation upon the prescription of a physician, or otherwise, or to 
compound physicians’ prescriptions, except as an aid to and under the proper 
supervision of a pharmacist licensed under this Act. And it shall be unlawful for 
any person, firm, or corporation owing permanent allegiance to the United States 
owning partly or wholly or managing a pharmacy, drug store, or other place of 
business to cause or permit any person other than a licensed pharmacist to com- 
pound, dispense, or sell at retail any drug, medicine, or poison, except as an aid 
to and under the proper supervision of a licensed pharmacist: Provided, That 
where it is necessary for a person, firm, or corporation whose permanent allegiance 
is due to the United States and owning partly or wholly or managing a pharmacy, 
drug store, or other place of business to employ Chinese subjects to compound, 
dispense, or sell at retail any drug, medicine, or poison, such person, firm, corpora- 
tion, owner, part owner, or manager of a pharmacy, drug store, or other place of 
business may employ such Chinese subjects when their character, ability, and age 
of twenty-one years or over have been certified to by at least two recognized 
and reputable practitioners of medicine, or two pharmacists licensed under this 
Act whose permanent allegiance is due to the United States: Provided further, That 
nothing in this section shall be construed to interfere with any recognized and 
reputable practitioner of medicine, dentistry, or veterinary surgery in the com- 
pounding of his own prescriptions, or to prevent him from supplying to his pa- 
tients such medicines as he may deem proper, except as hereinafter provided; 
nor with the exclusively wholesale business of any person, firm, or corporation 
whose permanent allegiance is due to the United States dealing and licensed as 
pharmacists, or having in their employ at least one person who is so licensed, 
except as hereinafter provided; nor with the sale by persons, firms, or corporations 
whose permanent allegiance is due to the United States other than pharmacists 
of poisonous substances sold exclusively for use in the arts, or as insevticides, 
when such substances are sold in unbroken packages bearing labels having plainly 
printed upon them the name of the contents, the word “‘poison,”’ when practicable 
the name of at least one suitable antidote, and the name and address of the 
vender. 

Sec. 2. That every person whose permanent allegiance is due to the United 
States now practicing as a pharmacist or desiring to practice as a pharmacist in 
the consular districts in China shall file with the consul an application, duly 
verified under oath, setting forth the name and age of the applicant, the place 
or places at which he pursued and the time spent in the study of pharmacy, the 
experience which the applicant has had in compounding physicians’ prescriptions 
under the direction of a licensed pharmacist, and the name and location of the 
school or college of pharmacy, if any, of which he is a graduate, and shall submit 
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evidence sufficient to show to the satisfaction of said consul that he is of good 
moral character and not addicted to the use of alcoholic liquors or narcotic drugs 
so as to render him unfit to practice pharmacy: Provided, That applicants shall 
be not less than twenty-one years of age and shall have had at least four years’ 
experience in the practice of pharmacy or shall have served three years under the 
instruction of a regularly licensed pharmacist, and any applicant who has been 
graduated from a school or college of pharmacy recognized by the proper board 
of his State, Territory, District of Columbia, or other possession of the United 
States as in good standing shall be entitled to practice upon presentation of his 


diploma. 


Ssc. 3. That if the applicant for license as a pharmacist has complied with the 
requirements of the preceding section, the consul shall issue to him a license which 
shall entitle him to practice pharmacy in the consular districts of the United 
States in China, subject to the provisions of this Act. 

Sec. 4. That the license of any person whose permanent allegiance is due to 
the United States to practice pharmacy in the consular districts of the United 
States in China may be revoked by the consul if such person be found to have 
obtained such license by fraud, or be addicted to the use of any narcotic or stimu- 
lant, or to be suffering from physical or mental disease, in such manner and to 
such extent as to render it expedient that in the interests of the public his license 
be canceled; or to be of an immoral character; or if such person be convicted in 
any court of competent jurisdiction of any offense involving moral turpitude. 
It shall be the duty of the consul to investigate any case in which it is discovered 
by him or made to appear to his satisfaction that any license issued under the 
provisions of this Act is revocable and shall, after full aoecmay if in his judgment 
the facts warrant it, revoke such license. 

Sec. 5. That every license to practice pharmacy shall be conspicuously dis- 
played by the person to whom the same has been issued in the pharmacy, drug 
store, or place of business, if any, of which the said person is the owner or part 
owner or manager. 

Sec. 6. That it shall be unlawful for any person, firm, or corporation whose 
permanent allegiance is due to the United States, either personally or by servant 
or agent or as the servant or agent of any other person or of any firm or corpora- 
tion, to sell, furnish, or give away any cocaine, salts of cocaine, or preparation 
containing cocaine or salts of cocaine, or morphine or preparation containing 
morphine or salts of morphine, or any opium or preparation containing opium, or 
any chloral hydrate or preparation containing chloral hydrate, except upon the 
original written order or prescription of a recognized and reputable practitioner 
of medicine, dentistry, or veterinary medicine, which order or prescription shall 
be dated and shall contain the name of the person for whom prescribed, or, if 
ordered by a practitioner of veterinary medicine, shall state the kind of animal 
for which ordered and shall be signed by the person giving the order or prescription. 
Such order or prescription shall be, for a period of three years, retained on file 
by the person, firm, or corporation who compounds or dispenses the article ordered 
or prescribed, and it shall not be compounded or dispensed after the first time 
except upon the written order of the original prescriber: Provided, That the above 
provisions shall not apply to preparations containing not more than two grains 
of opium, or not more than one-quarter grain of morphine, or not more than one- 
quarter grain of cocaine, or not more than two grains of chloral hydrate in the 
fluid ounce, or, if a solid preparation, in one avoirdupois ounce. The above pro- 
visions shall not apply to preparations sold in good faith for diarrhea and cholera, 
each bottle or phe apd of which is accompanied by specific directions for use and 
caution against habitual use, nor to liniments or ointments sold in good faith as 
such when plainly labeled ‘‘for external use only,’’ nor to powder of ipecac and 
opium, commonly known as Dover’s powder, when sold in quantities not exceed- 
ing twenty grains: Provided further, Phat the provisions of this section shall not 
be construed to permit the selling, furnishing, giving away, or prescribing for the 
use of any habitual users of the same any cocaine, salts of cocaine, or preparatiu.. 
containing cocaine or salts of cocaine, or morphine or salts of morphine, or prep- 
arations containing morphine or salts of morphine, or any opium or preparation 
containing opium, or any chloral hydrate or preparation containing chloral hy- 
drate. But this proviso shall not be construed to prevent any recognized or 
reputable practitioner of medicine whose permanent allegiance is due to the 
United States from furnishing in good faith for the use of any habitual user of 
narcotic drugs who is under his crepes care such substances as he may deem 
necessary for their treatment, when such prescriptions are not given or substances 
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visions of this section shall not apply to sales at wholesale between jobbers, manu- 
facturers, and retail druggists, hospitals, and scientific or public institutions. 

Sec. 7. That it shall be unlawful for any person, firm, or corporation whose 
permanent allegiance is due to the United States to sell or deliver to any other 
person any of the following-described substances, or any poisonous compound, 
combination, or preparation thereof, to wit: The compounds of and salts of anti- 
mony, arsenic, barium, chromium, copper, gold, lead, mercury, silver, and zine, 
the caustic hydrates of sodium and potassium, solution or water of ammonia, 
methyl alcohol, paregoric, the concentrated mineral acids, oxalic and hydrocyanic 
acids and their salts, yellow phosphorus, Paris green, carbolic acid, the essential 
oils of almonds, pennyroyal, tansy, rue, and savin; croton oil, creosote, chloroform, 
ceantharides, or aconite, belladonna, bitter almonds, colchicum, cotton root, 
cocculus indicus, conium, cannabis indica, digatalis, ergot, hyoseyamus, ignatia, 
lobelia, nux vomica, physostigma, phytolacca, strophanthus, stramonium, 
veratrum viride, or any of the poisonous alkaloids or alkaloidal salts derived from 
the foregoing, or any other poisonous alkaloids or their salts, or any other virulent 
poison, except in the manner following, and, moreover, if the applicant be less 
than eighteen years of age, except upon the written order of a person known or 
believed to be an adult. 

It shall first be learned, by due inquiry, that the person to whom delivery 
is about to be made is aware of the poisonous character of the substance and 
that it is desired for a lawful purpose, and the box, bottle, or other package shal} 
be plainly labeled with the name of the substance, the word “ Poison,” the name 
of at least one suitable antidote, when practicable, and the name and address of the 
person, firm, or corporation dispensing the substance. And before delivery be 
made of any of the foregoing substances, excepting solution or water of ammonia 
and sulphate of copper, there shall be recorded in a book kept for that purpose the 
name of the article, the quantity delivered, the purpose for which it is to be used, 
the date of delivery, the name and address of the person for whom it is pro- 
cured, and the name of the individual personally dispensing the same; and said 
book shall be preserved by the owner thereof for at least three years after the 
date of the last entry therein. The foregoing provisions shall not apply to 
articles dispensed upon the order of persons believed by the dispenser to be recog- 
nized and reputable practitioners of medicine, dentistry, or veterinary surgery: 

Provided, ‘That when a physician writes upon his prescription a request that it be 
marked or labeled ‘‘ Poison”’ the pharmacist shall, in the case of liquids, place the 
same in a colored glass, roughened bottle, of the kind commonly known in trade 
as a “‘poison bottle,” and, in the case of dry substances, he shall place a poison label 
upon the container. The record of sale and delivery above mentioned shall not 
be required of manufacturers and wholesalers who shall sell any of the foregoing 
substances at wholesale to licensed pharmacists, but the box, bottle, or other pack- 
age containing such substance, when sold at wholesale, shall be properly labeled 
with the name of the substance, the word “ Poison,’ and the name and address of 
the manufacturer or wholesaler: Provided further, That it shall not be necessary, 
in sales either at wholesale or at retail, to place a poison label upon, nor to record 
the delivery of, the sulphide of antimony, or the oxide or carbonate of zinc, or of 
colors ground in oil and intended for use as paints, or calomel; nor in the case of 
preparations containing any of the substances named in this section, when a single 
box, bottle, or other package, or when the bulk of one-half fluid ounce or the weight 
of one-half avoirdupois ounce does not contain more than an adult medicinal dose 
of such substance; nor, in the case of liniments or ointments sold in good faith as 
such, when plainly labeled “ For external use only”’; nor, in the case of preparations 
put up and sold in the form of pills, tablets, or lozenges, containing any of the sub- 
stances enumerated in this section and intended for internal use, when the dose 
recommended does not contain more than one-fourth of an adult medicinal dose 
of such substance. 

For the purpose of this and of every other section of this Act no box, bottle, or 
other package shall be regarded as having been labeled “ Poison’’ unless the word 
“Poison”? appears conspicuously thereon, printed in plain, uncondensed gothic 
letters in red ink. 

Sec. 8. That no person, firm, or corporation whose permanent allegiance is due 
to the United States seeking to procure in the consular districts of the United States 
in China any substance the sale of which is regulated by the provisions of this Act 
shall make any fraudulent representations so as to evade or defeat the restrictions 
herein imposed. 

Sec. 9. That every person, firm, or corporation whose permanent allegiance is 
due to the United States owning, partly owning, or managing a drug store or 
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pharseney shall keep in his place of business a suitable book or file, in which shall 
preserved for a period of not less than three years the original of every prescrip- 
tion compounded or dispensed at such store or pharmacy, or a OF of such pre- 
scription, onnees when the preservation of the original is requir y section six 
of this Act. Upon request the owner, part owner, or manager of such store shall 
furnish to the prescribing physician, or to the person for whom such prescription 
was compounded or dispensed, a true and correct copy thereof. Any prescription 
required by section six of this Act, and any prescription for, or register of sales of, 
substances mentioned in section six of this Act shall at all times be open to inspec- 
tion by duly authorized consular officers in the consular districts of the United 
States in China. No person, firm, or corporation whose permanent allegiance is 
due to the United States shall, in a consular district, compound or dispense any 
drug or drugs or deliver the same to any other person without marking on the con- 
tainer thereof the name of the drug or drugs contained therein and directions for 
using the same. 

Sec. 10. That it shall be unlawful for any person whose permanent allegiance is 
due to the United States, not legally aman as a pharmacist, to take, use, or ex- 
hibit the title of pharmacist, or licensed or registered pharmacist, or the title of 
druggist or apothecary, or any other title or description of like import. 

Sec. 11. That any person, firm, or corporation, whose permanent allegiance is 
due to the United States, violating any of the provisions of this Act shall be 
deemed guilty of a misdemeanor, and upon conviction thereof shall be punished 
by a fine of not less than $50 and not more than $100 or by imprisonment for not 
less than one month and not more than sixty days, or by both such fine and im- 
prisonment, in the discretion of the court, and if the offense be continuing in its 
character each week or part of a week during which it continues shall constitute 
a separate and distinct offense. And it shall be the duty of the consular and 
judicial officers of the United States in China to enforce the provisions of this Act. 

Sec. 12. That the word ‘‘Consul” as used in this Act shall mean the consular 
officer in charge of the district concerned. 

Sec. 13. That nothing in this Act shall be construed as modifying or revoking 
any of the provisions of the Act of Congress of February twenty-third, eighteen 
hundred and eighty-seven, entitled ““An Act to provide for the execution of the 
provisions of article second of the treaty concluded between the United States 
of America and the Emperor of China on the seventeenth day of November, 
eighteen hundred and eighty, and proclaimed by the President of the- United States 
the fifth day of October, eighteen hundred and eighty-one.” 


Mar. 4, 1915, ch. 144 (part), 38 Stat. Omitted 
1102 
Provided, That hereafter no certificate of results of any such inspection shall 
issue unless the owner or his agent shall first pay to the Secretary of Agriculture, 
at a price to be determined and established by the Secretary, the actual cost of 
the inspection, the money received to be deposited in the Treasury of the United 
States as miscellaneous receipts. 


Aug. 10, 1017, elt. 53, §°9; 40 Stat. 276-50 22s osc. cee Omitted 


Sec. 9. That the Act of August thirtieth, eighteen hundred and ninety, en- 
titled ‘An Act providing for an inspection of meats for exportation, prohibiting 
the importation of adulerated articles of food or drink, and authorizing the Presi- 
dent to make proclamation in certain cases, and for other purposes” (Twenty-sixth 
Statutes at Large, page four hundred and fourteen), is hereby amended so as to 
authorize the Secretary of Agriculture, within his discretion and under such joint 
regulations as may be prescribed by the Secretary of Agriculture and the Secre- 
tary of the Treasury, to permit the admission for immediate slaughter at ports of 
entry of tick-infested cattle which are otherwise free from disease and which have 
not been exposed to the infection of any other disease within sixty days next 
before their exportation from Mexico, South and Central America, the islands of 
the Gulf of Mexico and the Caribbean Sea into those parts of the United States 
below the southern cattle quarantine line at such ports of entry as may be desig- 
nated by said joint regulations and also subject to the provisions of sections seven, 
eight, nine, and ten of said Act of August thirtieth, eighteen hundred and ninety: 
Provided, That the importation of tick-infested cattle from any country referred 
to in this section in which foot-and-mouth disease exists, which existence shall be 
determined by the Secretary of Agriculture, is prohibited: Provided further, That 
all cattle imported under the provisions of this section shall be slaughtered in 
accordance with the provisions of the Act of June thirtieth, nineteen hundred and 
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six (Thirty-fourth Statutes at Large, page six hundred and seventy-four), com- 

monly called the meat inspection amendment, and the rules and regulations pro- 

mulgated thereunder by the Secretary of Agriculture, and that their hides shall 

~ aaeeed of under rules and regulations to be prescribed by the Secretary of 
griculture. 


Nov. 21, 1918, ch. 212, § 3, 40 Stat. 1048, Omitted 
1049 


Sec. 3. That the Act entitled “An Act to provide further for the national 
security and defense by stimulating agriculture and facilitating the distribution 
of agricultural products,’’ approved August tenth, nineteen hundred and seven- 
teen, be, and the same hereby is, amended so as to strike out in section nine, after 
the words ‘‘Caribbean Sea,” the following: ‘‘into those parts of the United States 
below the southern cattle quarantine line at such ports of entry as may be desig- 
nated by said joint regulations and also,” so that the section as amended will 
read as follows: 

“Sec. 9. That the Act of August thirtieth, eighteen hundred and ninety, en- 
titled ‘An Act providing for an inspection of meats for exportation, prohibiting 
the importation of adulterated articles of food or drink, and authorizing the 
President to make proclamation in certain cases, and for other purposes’ (Twenty 
sixth Statutes at Large, page four hundred and fourteen), is hereby amended so 
as to authorize the Secretary of Agriculture, within his discretion and under such 
joint regulations as may be prescribed by the Secretary of Agriculture and the 
Secretary of the Treasury, to permit the admission into the Uuited States for 
immediate slaughter at ports of entry to be designated in said joint regulations of 
tick-infested cattle which are otherwise free from disease and which have not been 
exposed to the infection of any other disease within sixty days next before their 
exportation from Mexico, South and Central America, the islands of the Gulf of 
Mexico and the Caribbean Sea, subject to the provisions of sections seven, eight, 
nine, and ten of said Act of August thirtieth, eighteen hundred and ninety: 
Provided, That the importation of tick-infested cattle from any country referred 
to in this section in which foot-and-mouth diesase exists, which existence shall be 
determined by the Secretary of Agriculture, is prohibited: Provided further, That 
all cattle imported under the provisions of this section shall be slaughtered in 
accordance with the provisions of the Act of June thirtieth, nineteen hundred and 
six (Thirty-fourth Statutes at Large, page six hundred and seventy-four), com- 
monly called the meat-inspection amendment, and the rules and regulations pro- 
mulgated thereunder by the Secretary of Agriculture, and that their hides shall 
be disposed of under rules and regulations to be prescribed by the Secretary of 
Agriculture: And provided further, That the slaughter of all such cattle imported 
into the Territory of Porto Rico may be deferred for such time and under such 
restrictions as the Secretary of Agriculture may by regulation prescribe, and that 
the Secretary of Agriculture, within his discretion and under such joint regulations 
as may be prescribed by the Secretary of Agriculture and the Secretary of the 
Treasury, may permit the exportation of tick-infested cattle from the Virgin 
Islands to Porto Rico when said cattle are otherwise free from disease.”’ 


July 24, 1919, ch. 26 (part), 41 Stat. T. 21, $511 
241 


And, hereafter, no person, firm, or corporation or officer, agent, or employee 
thereof shall transport or offer for transportation, and no carrier of interstate or 
foreign commerce, shall transport or receive for transportation from one State or 
Territory or the District of Columbia to any other State or Territory or the Dis- 
trict of Columbia or to any place under the jurisdiction of the United States or 
to any foreign country any of such meat or food products thereof unless plainly 
and conspicuously labeled, marked, branded or tagged ‘‘ Horse-meat”’ or ‘‘ Horse- 
meat Product”’ as the case may be, under such rules and regulations as may be 
prescribed by the Secretary of Agriculture. All the penalties, terms and provi- 
sions in said Act, as amended, except the exemption therein applying to animals 
slaughtered by any farmer on a farm, to retail butchers and retail dealers in meat 
food products supplying their customers are hereby made applicable to horses, 
their carcasses, parts of carcasses and meat food products thereof, and the estab- 
lishments and other places where such animals are slaughtered or the meat or 
meat food products thereof are prepared or packed for the interstate or foreign 
commerce, and to all persons, firms, corporations and officers, agents and em- 
ployees thereof who slaughter such animals or prepare or handle such meat or 
meat food products for interstate or foreign commerce. 
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July 24 1919, ch. 26 (part), 41 Stat. T. 21, §21 


That the word “package’”’ where it occurs the second and last time in the act 
entitled “An act to amend section 8 of an act entitled, ‘An act for preventing the 
manufacture, sale, or transportation of adulterated or mnlebranded or poisonous 
deleterious foods, drugs, medicines, and liquors, and for regulating traffic therein, 
and for other purposes,’ ’’ approved March 3, 1913, shall include and shall be con- 
strued to include wrapped meats inclosed in papers or other materials as pre- 
pared by the manufacturers thereof for sale. 


May 31, 1920, ch. 217 (part), 41 Stat. T. 21, §§ 261-265, 267-272 
699 


And provided further, That the Act approved May 29, 1884 (Twenty-third 
Statutes at Large, page 31), be, and the same is hereby, amended to permit here- 
after cattle which have reacted to the tuberculin test to be shipped, transported 
or moved from one State, Territory, or the District of Columbia, to any other 
State, Territory, or the District of Columbia, for immediate slaughter, in accord- 
ance with such rules and regulations as shall be prescribed by the Secretary of 
Agriculture: And provided further, That hereafter the Secretary of Agriculture 
may, in his discretion, and under such rules and regulations as he may prescribe, 

rmit cattle which have been shipped for breeding or feeding purposes from one 
state, Territory, or the District of Columbia, to another State, Territory, or the 
District of Columbia, and which have reacted to the tuberculin test subsequent 
to such shipment, to be reshipped in interstate commerce to the original owner; 


ge hye ch. 217 (part), 41 Stat. T. 21, §§ 261-265, 267-272 
12, 

The Secretary of Agriculture shall, from and after the taking effect of this Act, 
execute and perform all the powers and duties conferred on the Secretary of the 
Treasury by the Act approved March 2, 1897 (Twenty-ninth Statutes at Large, 
page 604), entitled ‘‘An Act to prevent the importation of impure and unwhole- 
some tea,’’ as amended by the Act approved May 16, 1908 (Thirty-fifth Statutes 
at Large, page 163), entitled “‘An Act to amend an Act entitled ‘An Act to pre- 
vent the importation of impure and unwholesome tea,’ approved March 2, 1897”: 
Provided, That the bonds given to the United States as security in pursuance of 
section 1, as amended, shall be subject to the or only of the collector of 
customs at the port of entry; that in place of the Board of United States General 
Appraisers provided for by section 6 of the Act, there shall be designated by the 
Secretary of Agriculture three employees of the Department of Agriculture to 
serve as the United States Board of Tea Appeals with all the powers and duties 
conferred by the Act on the Board of United States Genera] Appraisers. 


Mar. 4, 1923, ch. 262, §§ 1-3, 42 Stat. T. 21, §§ 221, 222, 224 
1486, 1487 


That whenever used in this Act— 

(a) The term “ person” includes an individual, partnership, corporation, or 
association; 

(b) The term “interstate or foreign commerce” means commerce (1) between 
any State, Territory, or possession, or the District of Columbia, and any place 
outside thereof; (2) between points within the same State, Territory, or possession, 
or within the District of Columbia, but through any place outside thereof; or 
(3) within any Territory or possession, or within the District of Columbia; and 

(ce) The term “filled milk” means any milk, cream, or skimmed milk, whether 
or not condensed, evaporated, concentrated, powdered, dried, or desiccated, to 
which has been added, or which has been blended or compounded with, any fat 
or oil other than milk fat, so that the resulting product is in imitation or semblance 
of milk, cream, or skimmed milk, whether or not condensed, evaporated, con- 
centrated, powdered, dried, or desiccated. This definition shall not include 
any distinctive proprietary food compound not readily mistaken in taste for 
milk or cream or for evaporated, condensed, or powdered milk, or cream: Provided, 
That such compound ( bis prepared and designed for feeding infants and young 


children and customarily used on the order of a physician; (2) is packed in indi- 
vidual cans containing not more than sixteen and one-half ounces and bearing 
a label in bold type that the content is to be used only for said purpose; (3) is 
shipped in interstate or foreign commerce exclusively to physicians, wholesale 
and retail druggists, orphan asylums, child-welfare associations, hospitals, and 
similar institutions and generally disposed of by them. 
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Sec. 2. It is hereby declared that filled milk, as herein defined, is an adulterated 
article of food, injurious to the public health, and its sale constitutes a fraud upon 
the public. It shall be unlawful for any person to manufacture within any Terri- 
tory or possession, or within the District of Columbia, or to ship or deliver for 
Bae cage in interstate or foreign commerce, any filled milk. 

Sec. 3. Any person violating any provision of this Act shall upon conviction 
thereof be subject to a fine of not more than $1,000 or imprisonment of not more 
than one year, or both; except that no penalty shall be enforced for any such violation 
oceurring within thirty days after this Act becomes law. When construing and 
enforcing the provisions of this Act, the act, omission or failure of any person 
acting for or employed by any individual, partnership, corporation, or association, 
within the scope of his employment or office, shall in every case be deemed the 
act, omission, or failure, of such individual, partnership, corporation, or associa- 
tion, as well as of such person. 


Mar. 4, 1923, ch. 262, § 4, as added Aug. T. 21, § 223 
27, 1935, ch. 743, 49 Stat. 885 


The Secretary of Agriculture is hereby authorized and directed to make and 
enforce such regulations as may in his judgment be necessary to carry out the 
purposes of this Act. 


Mar. 4, 1923, ch. 268, 42 Stat. 1500_...-.......-.-..--.2.--2.2-. T. 21, § 21 


That for the purposes of the Food and Drug Act of June 30, 1906 (Thirty-fourth 
Statutes at Large, page 768), “butter”? shall be understood to mean the food 
product usually known as butter, and which is made exclusively from milk or 
cream, or both, with or without common salt, and with or without additional 
coloring matter, and containing not less than 80 per centum by weight of milk 
fat, all tolerances having been allowed for. 


June 28, 1926, ch. 700, §§ 1, 2, 44 Stat. T. 21, §§ 563, 567, 573 

774, 775 

That the proviso in section 6 of the Act of May 29, 1884, entitled ‘‘An Act for 
the establishment of a Bureau of Animal Industry, and so forth,” be, and the same 
is hereby, repealed so that section 6, as amended, will read as follows: 

“That no railroad company within the United States, or the owners or masters 
of any steam or sailing or other vessel or boat, shall receive for transportation or 
transport from one State or Territory to another, or from any State into the Dis- 
trict of Columbia, or from the District into any State, any livestock affected with 
any contagious, infectious, or communicable disease, and especially the disease 
known as pleuropneumonia; nor shall any person, company, or corporation deliver 
for such transportation to any railroad company, or master or owner of any boat 
or vessel, any livestock, knowing them to be affected with any contagious, in- 
fectious, or communicable disease; nor shall any person, company, or corporation 
drive on foot, or transport in private conveyance from one State or Territory 
to another, or from any State into the District of Columbia, or from the District 
into any State, any livestock, knowing them to be affected with any contagious, 
infectious, or communicable disease, and especially the disease known as pleuro- 
pneumonia”: Provided, That until May 1, 1928, cattle infested with or exposed 
to cattle fever ticks may be shipped in interstate commerce for immediate slaughter 
after one dipping in accordance with such regulations as the Secretary of Agri- 
culture may prescribe. 

Sec. 2. That section 6, chapter 839, ‘An Act providing for the inspection of 
meats for exportation, prohibiting the importation of adulterated articles of food 
and drink, and authorizing the President to make proclamation in certain cases, 
and for other purposes,” approved August 30, 1890, be amended to hereafter read 
as follows: 

“That the importation of meat, cattle, sheep, and other ruminants, and swine, 
which are diseased or infected with any disease, or which shall have been exposed 
to such infection within sixty days next before their importation, is hereby 
prohibited: Provided, That the Secretary of Agriculture within his diseretion and 
under such regulations as he may prescribe, is authorized to permit the admission 
from Mexico into the State of Texas of cattle which have been infested with or 
exposed to ticks upon being freed therefrom. Any person who shall knowing] 
violate the foregoing provision shall be deemed guilty of a misdemeanor and shall, 
on conviction, be punished by a fine not exceeding $5,000, or by imprisonment not 
exceeding three years, and any vessel or vehicle used in such unlawful importation 
within the knowledge of the master or owner of such vessel or vehicle that such 
importation is diseased or has been exposed to infection as herein described, shall 
be forfeited to the United States.” 
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Jan. 18, 1927, ch. 39 (part), 44 Stat. 984 Omitted 


Provided, That the Department of Agriculture may upon request of any branch 
of the Federal Government perform inspections of food and other products and 
receive reimbursement of the cost of such inspections, including salaries and 
expenses, out of appropriations available therefor, 


Feb. 15, 1927, ch. 155, §§ 1-5, 44 Stat. T. 21, §§ 202-205 
1101-1103 


That on and after the date on which this Act takes effect the importation into 
the United States of milk and cream is prohibited unless the person by whom such 
milk or cream is shipped or transported into the United States holds a valid permit 
from the Secretary of Agriculture. 

Sec. 2. Milk or cream shall be considered unfit for importation (1) when all 
cows producing such milk or cream are not healthy and a physical examination 
of all such cows has not been made within one year previous to such milk being 
offered for importation; (2) when such milk or cream, if raw, is not produced from 
cows which have passed a tuberculin test applied by a duly authorized official 
veterinarian of the United States, or of the country in which such milk or cream 
is produced, within one year previous to the time of the importation, showing 
that such cows are free from tuberculosis; (3) when the sanitary conditions of 
the dairy farm or plant in which such milk or cream is produced or handled do 
not score at least fifty points out of one hundred points according to the methods 
for scoring as provided by the score cards used by the Bureau of Dairy Industry 
of the United States Department of Agriculture at the time such dairy farms or 
plants are scored; (4) in the case of raw milk if the number of bacteria per cubic 
centimeter exceeds three hundred thousand and in the case of raw cream seven 
hundred and fifty thousand, in the case of pasteurized milk if the number of 
bacteria per cubic centimeter exceeds one hundred thousand, and in the case of 
pasteurized cream five hundred thousand; (5) when the temperature of milk or 
cream at the time of importation exceeds fifty degrees Fahrenheit. 

Sec. 3. The Secretary of Agriculture shall cause such inspections to be made as 
are necessary to insure that milk and cream are so produced and handled as to 
comply with the provisions of section 2 of this Act, and in all cases when he finds 
that such milk and/or cream is produced and handled so as not to be unfit for 
importation under clauses 1, 2, and 3 of section 2 of this Act, he shall issue to 
persons making application therefor permits to ship milk and/or cream into the 
United States: Provided, That in lieu of the inspections to be made by or under 
the direction of the Secretary of Agriculture he may, in his discretion, accept a 
duly certified statement signed by a duly accredited official of an authorized 
department of any foreign government and/or of any State of the United States 
or any municipality thereof that the provisions in clauses 1, 2, and 3 of section 2 
of this Act have been complied with. Such certificate of the accredited official 
of an authorized department of any foreign government shall be in the form pre- 
scribed by the Secretary of Agriculture, who is hereby authorized and directed 
to prescribe such form, as well as rules and regulations regulating the issuance 
of permits to import milk or cream into the United States. 

The Secretary of Agriculture is hereby authorized, in his discretion, to waive 
the requirement of section 2, paragraph 4, of this Act when issuing permits to 
operators of condenseries in which milk and/or cream is used when sterilization 
of the milk and/or cream is a necessary process: Provided, however, That no milk 
and/or cream shall be imported whose bacterial count per cubie centimeter in 
any event exceeds one million two hundred thousand: Provided further, That such 
requirements shall not be waived unless the farm producing such milk to be im- 
ported is within a radius of fifteen miles of the condensery in which it is to be proc- 
essed: Provided further, That if milk and/or cream imported when the require- 
ments of section 2, paragraph 4, have been so waived, is sold, used or disposed 
of in its raw state or otherwise than as condensed milk by any person, the permit 
shall be revoked and the importer shall be subject to fine, imprisonment, or other 
penalty prescribed by this Act. 

The Secretary of Agriculture is directed to waive the requirements of para- 
graphs 2 and 5 of section 2 of this Act insofar as the same relate to milk when 
issuing permits to operators of, or to producers for delivery to, creameries and 
condensing plants in the United States within twenty miles of the point of pro- 
duction of the milk, and who import no raw milk except for pasteurization or 
condensing: Provided, That if milk imported when the requirements of paragraphs 
2 and 5 of section 2 have been so waived is sold, used, or disposed of in its raw 


state, or otherwise than as pasteurized, condensed, or evaporated milk by any 
person, the permit shall be revoked and the importer shall be subjected to fine, 
imprisonment, or other penalty prescribed by this Act. 
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The Secretary of Agriculture is hereby authorized and directed to make and 
enforce such regulations as may in his judgment be necessary to carry out the 
purpose of this Act for the handling of milk and cream, for the inspection of milk, 
¢ream, cows, barns, and other facilities used in the production and handling of 
milk and/or cream and the handling, keeping, transporting, and importing of 
milk and/or cream: Provided, however, That unless and until the Secretary of 
Agriculture shall provide for inspections to ascertain that paragraphs 1, 2, and 3 of 
section 2 have been complied with, the Secretary of Agriculture shall issue tem- 
porary permits to any applicants therefor to ship or transport milk and/or cream 
into the United States. 

The Secretary of Agriculture is authorized to suspend or revoke any permit for 
the shipment of milk or cream into the United States when he shall find that the 
holder thereof has failed to comply with the provisions of or has violated this 
Act or any of the regulations made hereunder, or that the milk and/or cream 
brought or shipped by the holder of such permit into the United States is not 
produced and handled in conformity with, or that the quality thereof does not 
conform to, all of the provisions of section 2 of this Act. 

Sec. 4. It shall be unlawful for any person in the United States to receive milk 
or cream imported into the United States unless the importation is in accordance 
with the provisions of this Act. 

Sec. 5. Any person who knowingly violates any provision of this Act sball, 
in addition to all other penalties prescribed by law, be punished by a fine of not 
less than $50 nor more than $2,000, or by imprisonment for not more than one 
year, or by both such fine and imprisonment. 


Feb. 15, 1927, ch. 155, $§ 6, 7, 44 Stat. Omitted 
1103 


Sec. 6. There is hereby authorized to be appropriated, out of any moneys in 
the Treasury not otherwise appropriated, the sum of $50,000 per annum, to 
enable the Secretary of Agriculture to carry out the provisions of this Act. 

Sec. 7. Any laws or parts of laws inconsistent herewith are hereby repealed. 


Feb. 15, 1927, ch. 155, §§ 8, 9, 44 Stat. T. 21, §§ 201, 206 

1103 

Sec. 8. Nothing in this Act is intended nor shall be construed to affect the 
powers of any State, or any political subdivision thereof, to regulate the shipment 
of milk or cream into, or the handling, sale, or other disposition of milk or cream 
in, such State or political subdivision after the milk and/or cream shall have been 
lawfully imported under the provisions of this Act. 

Sec. 9. When used in this Act— 

(a) The term ‘“‘person” means an individual, partnership, association, or cor- 
poration. 

(b) The term “United States’? means continental United States. 

Sec. 10. This Act shall take effect upon the expiration of ninety days from the 
date of its enactment. 


Mar. 4, 1927, ch. 489, §§ 1-9, 44 Stat. T. 21, §§ 311-318, 320 
1406-1410 


That this Act may be cited as the Federal Caustic Poison Act. 


Sec. 2. As used in this Act, unless the context otherwise requires— 

(a) The term “dangerous caustic or corrosive substance” means: 

(1) Hydrochloric acid and any preparation containing free or chemically un- 
neutralized hydrochloric acid (HCI) in a concentration of 10 per centum or more; 

(2) Sulphuric acid and any preparation containing free or chemically unneu- 
tralized sulphuric acid (H,SO,) in a concentration of 10 per centum or more; 

(3) Nitric acid or any preparation containing free or chemically unneutralized 
nitric acid (HNO) in a concentration of 5 per centum or more; 

(4) Carbolic acid (CsH;OH), otherwise known as phenol, and any preparation 
containing carbolic acid in a concentration of 5 per centum or more; 

(5) Oxalic acid and any preparation containing free or chemically unneutralized 
oxalic acid (H,C,0,) in a concentration of 10 per centum or more; 

(6) Any salt of oxalic acid and any preparation containing any such salt in a 
concentration of 10 per centum or more; 

(7) Acetic acid or any preparation containing free or chemically unneutralized 
acetic acid (HC,H;0,) in a concentration of 20 per centum or more; 

(8) Hypochlorous acid, either free or combined, and any preparation containing 
the same in a concentration so as to yield 10 per centum or more by weight of 
available chlorine, excluding calx chlorinata, bleaching powder, and chloride of 
lime; 
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(9) Potassium hydroxide and any pre tion containing free or chemically 
unneutralized potassium hydroxide (KOH), including caustic potash and Vienna 
paste, in a concentration of 10 per centum or more; 

(10) Sodium hydroxide and any preparation containing free or chemically un- 
neutralized sodium hydroxide (NaOH), including caustic,soda and lye, in a con- 
centration of 10 per centum or more; 

(11) Silver nitrate, sometimes known as lunar caustic, and any preparation 
containing silver nitrate (AgNO) in a concentration of 5 per centum or more; and 

(12) Ammonia water and any preparation containing free or chemically un- 
combined ammonia (NH;), including ammonium hydroxide and “hartshorn,”’ in 
a concentration of 5 per centum or more. 

(b) The term “misbranded f mences. package, or container’”’ means a retail parcel, 
package, or container of any dangerous caustic or corrosive substance not bearing 
-a conspicuous, easily legible label or sticker, containing— 

(1) The common name of the substance; 

(2) The name and place of business of the manufacturer, packer, seller, or dis- 
tributor; 

(3) The word “poison,” running parallel with the main body of reading matter 
on the label or sticker, on a clear, plain background of a distinctly contrasting 
color, in uncondensed gothic capital letters, the letters to be not less than twenty- 
four point size unless there is on the label or sticker no other type so large, in which 
ovens the type shall be not smaller than the largest type on the label or sticker; 
an 

(4) Directions for treatment in case of accidental personal injury by any 
dangerous caustic or corrosive substance, except that such directions need not 
appear on labels or stickers, on parcels, packages, or containers at the time of 
shipment or of delivery for shipment by manufacturers and wholesalers for other 
than household use. 

(c) The term “interstate or foreign commerce’? means commerce between any 
State, Territory, or possession, or the District of Columbia, and any place outside 
thereof: or between points within the same State, Territory, or possession, or the 
District of Columbia, but through any place. outside eter oc within any 
Territory or possession, or the District of Columbia. 

(d) This Act is not to be construed as modifying or limiting in any way the 
right of any person to manufacture, pack, ship, sell, barter, and distribute danger- 
ous caustic or corrosive substances in parcels, packages, or containers, labeled as 
required by this Act. 

Sec. 3. No person shall ship or deliver for shipment in interstate or foreign 
commerce or receive from shipment in such commerce any dangerous caustic or 
corrosive substance for sale or exchange, or sell or offer for sale any such substance 
in any Territory or possession or in the District of Columbia, in a misbranded 
parcel, package, or container suitable for household use; except that the preceding 
provisions of this section shall not apply— 

(a) To any regularly established common carrier shipping or delivering for 
shipment, or receiving from shipment, any such substance in the ordinary course 
of its business as a common carrier; nor 

(b) To any person in respect of any such substance shipped or delivered for 
shipment, or received from shipment, for export to any foreign country, in a 
parcel, package, or container branded in accordance with the specifications of a 
foreign purchaser and in accordance with the laws of the foreign country. 

(ce) To any dealer when he can establish a guaranty signed by the wholesaler, 
jobber, manufacturer, or other party residing in the United States, from whom he 
purchases such articles, to the effect that the article is not misbranded within the 
meaning of this Act. This guaranty, to afford protection, shall contain the name 
and address of the party or parties making the sale of such article to such dealer, 
and in such case said party or parties shall be amenable to the prosecutions, fines, 
and other penalties which would attach, in due course, to the dealer under the 
provisions of this Act. 

Sec. 4. (a) Any dangerous caustic or corrosive substance in a misbranded 
parcel, package, or container suitable for household use shall be liable to be pro- 
ceeded against in the district court of the United States for any judicial district 
in which the substance is found and to be seized for confiscation by a process of 
libel for condemnation, if such substance is being— 

(1) Shipped in interstate or foreign commerce, or 

(2) Held for sale or exchange after having been so shipped, or 

(3) Held for sale or exchange in any Territory or possession or in the District 
of Columbia. 
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(b) If such substance is condemned as misbranded by the court it shall be dis- 
posed of in the discretion of the court— 

(1) By destruction. 

(2) By sale. The proceeds of the sale, less legal costs and charges, shall be paid 
into the Treasury as miscellaneous receipts. Such substance shall not be sold in 
any jurisdiction contrary to the provisions of this Act or the laws of such juris- 
diction, and the court may require the purchaser at any such sale to label such 
substance in compliance with law before the delivery thereof. 

3) By delivery to the owner thereof upon the payment of legal costs and 
charges and execution and delivery of a good and sufficient bond to the effect 
that such substance will not be sold or otherwise disposed of in any jurisdiction 
contrary to the provisions of this Act or the laws of such jurisdiction. 

(c) Proceedings in such libel cases shall conform, as nearly as may be, to suits 
in rem in admiralty, except that either party may demand trial by jury on any 
issue of fact if the value in controversy exceeds $20. In case of a jury trial the 
verdict of the jury shall have the same effect as a finding of the court upon the 
Sot All such proceedings shall be at the suit and in the name of the United 

tates. 

Sec. 5. (a) Whenever in the case of any dangerous caustic or corrosive sub- 
stance being offered for importation the Secretary of Agriculture has reason to 
believe that such substance is being shipped in interstate or foreign commerce in 
violation of section 3, he shall give due notice and opportunity for hearing thereon 
to the owner or consignee and certify such fact to the Secretary of the Treasury, 
who shall thereupon (1) refuse admission and delivery to the consignee of such 
substance, or (2) deliver such substance to the consignee pending examination, 
hearing, and decision in the matter, on the execution of a penal bond to the 
amount of the full invoice value of such substance, together with the duty thereon, 
if any, and to the effect that on refusal to return such substance for any cause 
to the Secretary of the Treasury when demanded, for the purpose of excluding 
it from the country or for any other purpose, the consignee shall forfeit the full 
amount of the bond. 

(b) If, after proceeding in accordance with subdivision (a), the Secretary of 
Agriculture is satisfied that such substance being offered for importation was 
shipped in interstate or foreign commerce in violation of any provision of this 
Act, he shall certify the fact to the Secretary of the Treasury, who shall there- 
upon notify the owner or consignee and cause the sale or other disposition of 
such substance refused admission and delivery or entered under bond, unless it 
is exported by the owner or consignee or labeled by him so as to conform to the 
law within three months from the date of such notice, under such regulations as 
the Secretary of the Treasury may prescribe. All charges for storage, cartage, 
or labor on any such substance refused admission or delivery or entered upon 
bond shall be paid by the owner or consignee. In default of such payment such 
charges shall constitute a lien against any future importations made by such 
owner or consignee. 

Sec. 6. No person shall alter, mutilate, destroy, obliterate, or remove any 
label or sticker required by this Act to be placed on any dangerous caustic or 
corrosive substance, if such substance is being— 

(a) Shipped in interstate or foreign commerce; or 

(b) Held for sale or exchange after having been so shipped; or 

(ce) Held for sale or exchange in any Territory or possession or by the District 
of Columbia. 

Sec. 7. Any person violating any provision of section 3 or 6 shall upon con- 
viction thereof be punished by a fine of not more than $200 or imprisonment for 
not more than ninety days, or by both. 

Sec. 8. It shall be the duty of each United States district attorney to whom 
the Secretary of Agriculture shall report any violation of section 3 or 6 of this 
Act or to whom any health, medical, or drug officer or agent of any State, Terri- 
tory, or possession, or of the District of Columbia presents satisfactory evidence 
of any such violation, to cause libel for condemnation and criminal proceedings 
under sections 4 and 7 to be commenced and prosecuted in the proper courts of 
the United States, without delay, for the enforcement of the condemnation and 
penalties provided in such sections. 

Sec. 9. (a) Except as otherwise specifically provided in this Act, the Secretary 
of Agriculture shall enforce its provisions. 

(b) For enforcing the provisions of sections 4, 5, and 7, the Secretary of Agri- 
culture may cause investigations, inspections, analyses, and tests to be made and 
samples to be collected, of any dangerous caustic or corrosive substance. The 
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Department of Agriculture shall pay to the person entitled, upon his request, the 
reasonable market value of any such sample taken. If it appears from the 
inspection, analysis, or test of any dangerous caustic or corrosive substance that 
such substance is in a misbranded package, parcel, or container suitable for 
household use, the Secretary of Agriculture shall cause notice thereof to be given 
to any person who may be liable for any violation of section 3 or 6 in respect of 
such substance. Any person so notified shall be given an opportunity to be 
heard under regulations prescribed by the Secretary of Agriculture. If it appears 
that such person has violated the provisions of section 3 or 6 the Secretary of 
Agriculture shall at once certify the facts to the proper United States district 
attorney, with a copy of the results of the inspection, analysis, or test duly au- 
thenticated under oath by the person making such inspection, analysis, or test. 

(c) For the enforcement of his functions under this Act the Secretary of Agri- 
culture is authorized— 

(1) To preseribe and promulgate such regulations as may be necessary. 

(2) To cooperate with any department or agency of the Government, with any 
State, Territory, or possession, or with the District of Columbia, or with any 
department, agency, or political subdivisio nthereof, or with any person. 

(3) Subject to the civil service laws to appoint and, in accordance with the 
Classification Act of 1923, to fix the salaries of such officers and employees as may 
be required for the execution of the functions of the Secretary of Agriculture 
under this Act and as may be provided for by the Congress from time to time. 

(4) To make such expenditures (including expenditures for personal services 
and rent at the seat of government and elsewhere, and for law books, books of 
reference, and periodicals) as may be required for the execution of the functions 
vested in the Secretary of Agriculture by this Act and as may be provided for 
by the Congress from time to time. 

(5) To give notice, by publication in such manner as the Secretary of Agriculture 
may by regulation prescribe, of the judgment of the court in any case under the 
provisions of this Act. 


Mar. 4, 1927, ch. 489, §§ 10, 11, 44 Omitted 
Stat. 1410 


Sec. 10. If any provision of this Act is declared unconstitutional, or the appli- 
cability thereof to any person or circumstance is held invalid, the constitutionality 
of the remainder of the Act and the applicability thereof to other persons and 
circumstances shall not be affected thereby. 

Sec. 11. This Act shall take effect upon its passage; but no penalty or con- 
demnation shall be enforced for any violation of the Act occurring within six 
months after its passage. 


Mar. 4, 1927, ch. 489, § 12, 44 Stat. 1410_...........-.-...-.....-- T. 21, §319 


Sec. 12. The provisions of this Act shall be held to be in addition to and not in 
substitution for the provisions of the following Acts: 

(a) The Food and Drugs Act, approved June 30, 1906, as amended. 

(b) The Insecticide Act of 1910, as amended. 

(c) The Act entitled ‘‘An Act to regulate the practice of pharmacy and the sale 
of poisons in the District of Columbia, and for other purposes,” approved May 7, 
1906, as amended. 


Feb. 7, 1928, ch. 30, 45 Stat. 59__..-.-. “a a 551, 552, 554, 558-562, 565, 
-574 

That the Act entitled “An Act for the establishment of a Bureau of Animal 
Industry, to prevent the exportation of diseased cattle, and to provide means for 
the suppression and extirpation of pleuro-pneumonia and other contagious diseases 
among domestic animals,” approved May 29, 1884, as amended, the Act entitled 
“An Act to enable the Secretary of Agriculture to more effectually suppress and 
prevent the spread of contagious and infectious diseases of livestock and for other 
purposes,” approved February 2, 1903, and the Act entitled ‘‘An Act to enable the 
Secretary of Agriculture to establish and maintain quarantine districts, to permit 
and regulate the movement of cattle and other livestock therefrom, and for other 
purposes,”” approved March 3, 1905, as amended, are hereby further amended to 
include within their provisions live poultry, and wherever in the said Act the term 
“livestock” is used it shall be followed by the words “and/or live poultry’’; and 
all the penalties, terms, and provisions in said Acts, as amended, are hereby made 
applicable to live poultry. 
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May 16, 1928, ch. 572 (part), 45 Stat. Omitted 
548 


Provided, That the Department of Agriculture may, upon request of any branch 
of the Federal Government, perform inspections of food and other products and 
receive reimbursement of the cost of such inspections, including salaries and 
expenses, out of appropriations available therefor. 


Feb. 16, 1929, ch. 227 (part), 45 Stat. Omitted 
1198 


Provided, That the Departiment of Agriculture may, upon request of any branch 
of the Federal Government, perform inspections of food and other products and 
receive reimbursement of the cost of such inspections, including salaries and 
expenses, out of appropriations available therefor. 


June 14, 1930, ch. 488, §§ 6, 7, 8, 46 Stat. T. 21, §§ 712, 713, 763 
587 


Sec. 6. In addition to the amount of coca leaves which may be imported under 
section 2 (b) of the Narcotic Drugs Import and Export Act, the Commissioner of 
Narcotics is authorized to permit, in accordance with regulations issued by him, 
the importation of additional amounts of coca leaves: Provided, That after the 
entry thereof into the United States all cocaine, ecgonine, and all salts, derivatives, 
and preparations from which cocaine or ecgonine may be synthesized or made, 
contained in such additional amounts of coca leaves, shall be destroyed under the 
supervision of an authorized representative of the Commissioner of Narcotics. 
All coca leaves imported under this section shall be subject to the duties which 
are now or may hereafter be imposed upon such coca leaves when imported. 

Sec. 7. The Secretary of the Treasury shall cooperate with the Secretary of 
State in the discharge of the international obligations of the United States con- 
cerning the traffic in narcotic drugs. 

Sec. 8. That the Secretary of the Treasury shall cooperate with the several 
States in the suppression of the abuse of narcotic drugs in their respective jurisdic- 
tions, and to that end he is authorized (1) to cooperate in the drafting of such legis- 
lation.as may be needed, if any, to effect the end named, and (2) to arrange for 
the exchange of information concerning the use and abuse of narcotic drugs in 
said States and for cooperation in the institution and prosecution of cases in the 
courts of the United States and before the licensing boards and courts of the sev- 
eral States. The Secretary of the Treasury is hereby authorized to make such 
regulations as may be necessary to carry this section into effect. 


July 3; '1000, oh. 880, 66 tat. $00... ec T. 21, § 714 


That the Commissioner of Narcotics is authorized and empowered to pay to 
any person, from funds now or hereafter appropriated for the enforeement of the 
narcotic laws of the United States, for information concerning a violation of any 
narcotic law of the United States, resulting in a seizure of contraband narcotics, 
such sum or sums of money as he may deem appropriate, without reference to any 
moieties or rewards to which such person may otherwise be entitled by law: 
Provided, That all payments under authority of this Act to any informer in any 
foreign country shall be made only through an accredited consul or vice consul of 
the United States stationed in such country, and every such payment must be 
supported by a voucher with an accompanying certificate of the said consul or 
vice consul that the payment of the amount stated on the voucher has been made 
to the informer named, and at the place and time specified on said voucher, 


Feb. 28, 1931, ch. 348, 46 Stat. 1460__......-.-.-....----- T. 21, §§ 567, 573 


That section 6 of the Act of August 30, 1890 (United States Code, page 631, 
section 104), as amended by section 2 of the Act of June 28, 1926 (United States 
Code, Supplement III, page 167, section 104), down to the word ‘‘Provided”’ in 
line 4 thereof, be, and the same is hereby, amended by striking out the word 
“meat”? and the comma thereafter, in the first line, and by striking out the word 
“importation” in the fourth line and substituting in lieu thereof the word ‘‘expor- 
tation,” so that so much of said section as is hereby amended shall read as follows: 

“That the importation of cattle, sheep, and other ruminants, and swine, which 
are diseased or infected with any disease, or which shall have been exposed to such 
infection within sixty days next before their exportation, is hereby prohibited.” 


June 22, 1934, ch. 712, 48 Stat. 1204......-.-...-...-.---. T. 22, § § 57, 151 


That the Act entitled “An Act for preventing the manufacture, sale, or trans- 
portation of adulterated or misbranded or poisonous or deleterious foods, drugs, 
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medicines, and liquors, and for regulating traffic therein, and for other pur- 
poses’, approved June 30, 1906, as amended, is amended by adding after section 
10 thereof the following new section: 

“Sec. 10A. The Secretary of Agriculture, upon application of any packer of 
any sea food sold in interstate commerce, may at his discretion designate super- 
visory inspectors to examine and inspect all premises, equipment, methods, ma- 
terials, containers, and labels used by such applicants in the production of such 
food. If the food is found to conform to the requirements of this Act, the appli- 
cant shall be authorized, in accordance with regulations prescribed by the Secre- 
tary of Agriculture, to mark the food so as to indicate such conformity. Services 
to any applicant under this section shall be rendered only upon payment of fees 
to be fixed by regulations of the Secretary of Agriculture in such amount as to 
cover the cost of the supervisory inspection and examination, together with the 
reasonable costs of administration incurred by the Secretary of Agriculture in 
carrying out this section. Receipts from such fees shall be covered into the 
Treasury and shall be available to the Secretary of Agriculture for expenditures 
incurred in carrying out this section. Any person who forges, counterfeits, 
simulates, or falsely represents, or without proper authority uses any mark, stamp, 
tag, label, or other identification devices authorized by the provisions of this 
section or regulations thereunder, shall be guilty of a misdemeanor, and shall on 
conviction thereof be subject to imprisonment for not more than one year or a 
a of not less than $1,000 nor more than $5,000, or both such imprisonment and 

ne. 


June 26, 1934, ch. 756, § 2 (a) (part), 48 Omitted 
Stat. 1225 
Provided, That in addition to amounts in lieu of the permanent appropriation 
“Meat Inspection, Bureau of Animal Industry (fiscal year)” there is authorized to 
be appropriated such other sums as may be necessary in the enforcement of the 
meat inspection laws (U. 8. C., title 21, sees. 71 to 96, inclusive). 


June 26, 1934, ch. 756, § 2 (b), (3), 48 Omitted 
Stat. 1225 
(3) Meat inspection, Bureau of Animal Industry (fiscal year) (3-114). 

Arie Be IGRS: 6th, Fe, OP Nis Cel ois so x keeneesun cee T. 21, §§ 31, 49 


That section 10A of the Act entitled “‘An Act for preventing the manufacture, 
sale, or transportation of adulterated or sidheondek or poisonous or deleterious 
foods, drugs, medicines, and liquors, and for regulating traffic therein, and for 
Pen purposes,’’ approved June 30, 1906, as amended, is amended to read as 
ollows: 

“Sec. 10A. The Secretary of Agriculture, upon application of any packer of 
any sea food for shipment or sale within the jurisdiction of this Act, may, at his 
discretion, designate inspectors to examine and inspect such food and the produc- 
tion, packing, and labeling thereof. If on such examination and inspection com- 
plianee is found with the provisions of this Act and regulations promulgated there- 
under, the applicant shall be authorized or required to mark the food as provided 
by regulation to show such compliance. Services under this section shall be 
rendered only upon payment by the applicant of fees fixed by regulation in such 
amounts as may be necessary to provide, equip, and maintain an adequate and 
efficient inspection service. Receipts from such fees shall be covered into the 
Treasury and shall be available to the Secretary of Agriculture for expenditures 
incurred in carrying out the purposes of this section, including expenditures for 
salaries of additional inspectors when necessary to supplement the number of 
inspectors for whose salaries Congress has appropriated. The Secretary is hereby 
authorized to promulgate regulations governing the sanitary and other conditions 
under which the service herein provided shall be granted and maintained, and for 
otherwise carrying out the purposes of this section. Any person who forges, 
counterfeits, simulates, or falsely represents, or without proper authority uses any 
mark, stamp, tag, label, or other identification devices authorized or required by 
the provisions of this section or regulations thereunder, shall be guilty of a mis- 
demeanor, and shall on conviction thereof be subject to imprisonment for not 
more than one year or a fine of not less than $1,000 nor more than $5,000, or both 
such imprisonment and fine.”’ 
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June 25, 1938, ch. 675, §§ 1, 201, 301- T. 21, §§ 21, 24, 31-37, 41-46, 49, 
307, 401-406, 501-505, 601-604, 701— 51-57, 61-64, 71-76, gi, 82 
705, 801, 52 Stat. 1040-1058. 
This Act may be cited as the Federal Food, Drug, and Cosmetic Act. 


Sec. 201. For the purposes of this Act— 

(a) The term ‘Territory’? means any Territory or possession of the United 
States, including the District of Columbia and excluding the Canal Zone. 

(b) The term “interstate commerce’? means (1) commerce between any State 
or Territory and any place outside thereof, and (2) commerce within the District 
of Columbia or within any other Territory not organized with a legislative body. 

(c) The term “Department” means the Department of Agriculture of the 
United States. 

(d) The term ‘Secretary’? means the Secretary of Agriculture. 

(e) The term ‘“‘person” includes individual, partnership, corporation, and 
association. 

(f) The term “food” means (1) articles used for food or drink for man or other 
animals, (2) chewing gum, and (3) articles used for components of any such article. 

(zg) The term “‘drug’’ means (1) articles recognized in the official United States 
Pharmacopeeia, official Homeopathic Pharmacope@ia of the United States, or 
official National Formulary, or any supplement to any of them; and (2) articles 
intended for use in the diagnosis, cure, mitigation, treatment, or prevention of 
disease in man or other animals; and (3) articles (other than food) intended to 
affect the structure or any function of the body of man or other animals; and 
(4) articles intended for use as a component of any article specified in clause (1), 
(2‘, or (3); but does not include devices or their components, parts, or accessories. 

(h) The term ‘‘device” (except when used in paragraph (n) of this section and 
in sections 301 (i), 403 (f), 502 (c), and 602 (c)) means instruments, apparatus, 
and contrivances, including their components, parts, and accessories, intended 
(1) for use in the diagnosis, cure, mitigation, treatment, or prevention of disease 
in man or other animals; or (2) to affect the structure or any function of the body 
of man or other animals. 

(i) The term ‘‘cosmetic’’ means (1) articles intended to be rubbed, poured, 
sprinkled, or sprayed on, introduced into, or otherwise applied to the human body 
or any part thereof for cleansing, beautifying, promoting attractiveness, or altering 
the appearance, and (2) articles intended for use as a component of any such 
articles; except that such term shall not include soap. 

(j) The term “official compendium” means the official United States Phar- 
macopeeia, official Homceopathic Pharmacopoeia of the United States, official 
National Formulary, or any supplement to any of them. 

(k) The term “‘label’’ means a display of written, printed, or graphic matter 
upon the immediate container of any article; and a requirement made by or 
under authority of this Act that any word, statement, or other information appear 
on the label shall not be considered to be complied with unless such word, state- 
ment, or other information also appears on the outside container or wrapper, if 
any there be. of the retail package of such article, or is easily legible through the 
outside container or wrapper. 

(1) The term “immediate container’’ does not include package liners. 

(m) The term “labeling’”’ means all labels and other written, printed, or graphic 
matter (1) upon any article or any of its containers or wrappers, or (2) accom- 
panying such article. 

(n) If an article is alleged to be misbranded because the labeling is misleading, 
then in determining whether the labeling is misleading there shall be taken into 
account (among other things) not only representations made or suggested by 
statement, word, design, device, or any combination thereof, but also the extent 
to which the labeling fails to reveal facts material in the light of such representa- 
tions or material with respect to consequences which may result from the use 
of the article to which the labeling relates under the conditions of use prescribed 
in the labeling thereof or under such conditions of use as are customary or usual. 

(0) The representation of a drug, in its labeling, as an antiseptic shall be con- 
sidered to be a representation that it is a germicide, except in the case of a drug 
purporting to be, or represented as, an antiseptic for inhibitory use as a wet 
dressing, ointment, dusting powder, or such other use as involves prolonged con- 
tact with the body. 

(p) The term “new drug” means— 

(1) Any drug the composition of which is such that such drug is not 
generally recognized, among experts qualified by scientific training and ex- 
perience to evaluate the safety of drugs, as safe for use under the conditions 
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prescribed, recommended, or suggested in the labeling thereof, except that 
such a drug not so recognized shall not be deemed to be a “new drug’”’ if 
at any time prior to the enactment of this Act it was subject to the Food 
and Act of June 30, 1906, as amended, and if at such time its labeling 
contai the same representations concerning the conditions of its use; or 

(2) Any drug the composition of which is such that such drug, as a result 
of investigations to determine its safety for use under such conditions, has 
become so recognized, but which has not, otherwise than in such investiga- 
tions, been used to a material extent or for a material time under such 
conditions. 

Sec, 301. The following acts and the causing thereof are hereby prohibited: 

(a) The introduction or delivery for introduction into interstate commerce of 
any food, drug, device, or cosmetic that is adulterated or misbranded. 

(b) The adulteration or misbranding of any food, drug, device, or cosmetic in 
interstate commerce. 

(c) The receipt in interstate commerce of any food, drug, device, or cosmetic 
that is adulterated or misbranded, and the delivery or proffered delivery thereof 
for pay or otherwise. 

(d) The introduction or delivery for introduction into interstate commerce of 
any article in violation of section 404 or 505. 

(e) The refusal to permit access to or copying of any record as required by 
section 703. 

(f) The refusal to permit entry or inspection as authorized by section 704. 

(g) The manufacture within any Territory of any food, drug, device, or cos- 
metic that is adulterated or misbranded. 

(h) The giving of a guaranty or undertaking referred to in section 303 (ce) (2), 
which guaranty or undertaking is false, except by a person who relied upon a 
guaranty or undertaking to the same effect signed by, and containing the name 
and address of, the person residing in the United States from whom he received 
in good faith the food, drug, device, or cosmetic; or the giving of a guaranty or 
pon a, referred to in section 303 (c) (3), which guaranty or undertaking is 
alse. 

(i) Forging, counterfeiting, simulating, or falsely representing, or without 
proper authority using any mark, stamp, tag, label, or other identification device 
authorized or required by regulations promulgated under the provisions of section 
404, 406 (b), 504, or 604. 

(j) The using by any person to his own advantage, or revealing, other than to 
the Secretary or officers or employees of the Department, or to the courts when 
relevant in any judicial proceeding under this Act, any information acquired 
under authority of section 404, 505, or 704 concerning any method or process 
which as a trade secret is entitled to protection. 

(k) The alteration, mutilation, destruction, obliteration, or removal of the 
whole or any part of the labeling of, or the doing of any other act with respect to, 
a food, drug;, device, or cosmetic, if such act is done while such article is held for 
sale after shipment in interstate commerce and results in such article being 
misbranded. 

(1) The using, on the labeling of any drug or in any advertising relating to 
such drug, of any representation or suggestion that an application with respect 
to such drug is effective under section 505, or that such drug complies with the 
provisions of such section. 


INJUNCTION PROCEEDINGS 


Sec. 302. (a) The district courts of the United States and the United States 
courts of the Territories shall have jurisdiction, for cause shown, and subject to 
the provisions of section 17 (relating to notice to opposite party) of the Act 
entitled “‘An Act to supplement existing laws against unlawful restraints and 
monopolies, and for other purposes’, approved October 15, 1914, as amended 
(U. 8. C., 1934 ed., title 28, sec. 381), to restrain violations of section 301, except 
paragraphs (e), (f), (h), (i), and (j). 

In case of violation of an injunction or restraining order issued under this 
section, which also constitutes a violation of this Act, trial shall be by the court, 
or, upon demand of the accused, by a jury. Such trial shall be conducted in 
accordance with the practice and procedure applicable in the case of proceedings 
subject to the provisions of section 22 of such Act of October 15, 1914, as amended 
(U. 8. C., 1934 ed., title 28, sec. 387). ; 


64248—55-—-—-7 


—* 


UNIVERSITY GF 














94 REVISION OF TITLE 21, UNITED STATES CODE 


PENALTIES 


Sec. 303. (a) Any person who violates any of the provisions of section 301 
shall be guilty of a misdemeanor and shall on conviction thereof be subject to 
imprisonment for not more than one year, or a fine of not more than $1,000, or 
both such imprisonment and fine; but if the violation is committed after a con- 
viction of such person under this section has become final such person shall be 
subject to imprisonment for not more than three years, or a fine of not more than 
$10,000, or both such imprisonment and fine. 

(b) Notwithstanding the provisions of subsection (a) of this section, in case of 
a violation of any of the provisions of section 301, with intent to defraud or mis- 
lead, the penalty shall be imprisonment for not more than three years, or a fine 
of not more than $10,000, or both such imprisonment and fine. 

(ec) No person shall be subject to the penalties of subsection (a) of this section, 
(1) for having received in interstate commerce any article and delivered it or 
proffered delivery of it, if such delivery or proffer was made in good faith, unless 
he refuses to furnish on request of an officer or employee duly designated by the 
Secretary the name and address of the person from whom he purchased or received 
such article and copies of all documents, if any there be, pertaining to the delivery 
of the article to him; or (2) for having violated section 301 (a) or (d), if he estab- 
lishes a guaranty or undertaking signed by, and containing the name and address 
of, the person residing in the United States from whom he received in good faith 
the article, to the effect, in case of an alleged violation of section 301 (a), that such 
article is not adulterated or misbranded, within the meaning of this Act, desig- 
nating this Act, or to the effect, in case of an alleged violation of section 301 (d), 
that such article is not an article which may not, under the provisions of section 404 
or 505, be introduced into interstate commerce; or (3) for having violated sec- 
tion 301 (a), where the violation exists because the article is adulterated by 
reason of containing a coal-tar color not from a batch certified in accordance with 
regulations promulgated by the Secretary under this Act, if such person estab- 
lishes a guaranty or undertaking signed by, and containing the name and address 
of, the manufacturer of the coal-tar color, to the effect that such color was from 
a batch certified in accordance with the applicable regulations promulgated by 
the Secretary under this Act. 

SEIZURE 


Sec. 304. (a) Any article of food, drug, device, or cosmetic that is adulterated 
or misbranded when introduced into or while in interstate commerce, or which 
may not, under the provisions of section 404 or 505, be introduced into interstate 
commerce, shall be liable to be proceeded against while in interstate commerce, 
or at any time thereafter, on libel of information and condemned in any district 
court of the United States within the jurisdiction of which the article is found: 
Provided, however, That no libel for condemnation shall be instituted under this 
Act, for any alleged misbranding if there is pending in any court a libel for con- 
demnation proceeding under this Act based MPO the same alleged misbranding, 
and not more than one such proceeding shall be instituted if no such proceeding 
is so pending, except that such limitations shall not apply (1) when such mis- 
branding has been the basis of a prior judgment in favor of the United States, 
in a criminal, injunction, or libel for condemnation proceeding under this Act, 
or (2) when the Secretary has probable cause to believe from facts found, without 
hearing, by him or any officer or employee of the Department that the misbranded 
article is dangerous to health, or that the lateling of the misbranded article is 
fraudulent, or would be in a material respect misleading to the injury or damage 
of the purchaser or consumer. In any case where the number of libel for con- 
demnation proceedings is limited as above provided the proceeding pending or 
instituted shall, on application of the claimant, seasonably made, be removed 
for trial to any district agreed upon by stipulation between: the parties, or, in 
ease of failure to so stipulate within a reasonable time, the claimant may apply 
to the court of the district in which the seizure has been made, and such court 
(after giving the United States attorney for such district reasonable notice and 
opportunity to be heard) shall by order, unless good cause to the contrary is 
shown, specify a district of reasonable proximity to the claimant’s principal place 
of business, to which the case shall be removed for trial. [ 

(b) The article shall be liable to seizure by process pursuant to the libel, and 
the procedure in cases under this section shall conform, as nearly as may be, to 
the procedure in admiralty; except that on demand of either party any issue of 
fact joined in any such case shall be tried by jury. When libel for condemnation 
proceedings under this section, involving the same claimant and the same issues 
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of adulteration or misbranding, are pending in two or more jurisdictions, such 
pending proceedings, upon application of the claimant seasonably made to the 
court of one such jurisdiction, shall be consolidated for trial by order of such 
court, and. tried in (1) any district selected by the claimant where one of such 
Ley is pending; or (2) a district upon by stipulation between the 
parties. If no order for consolidation is so made within a reasonable time, the 
claimant may app! to the court of one such jurisdiction, and such court (after 
giving the Unit tates attorney for such district reasonable notice and oppor- 
tunity to be heard) shall by order, unless good cause to the contrary is shown, 
specify a district of reasonable proximity to the claimant’s principa! place of 
business, in which all such pending proceedings shall be consolidated for trial 
and tried. Such order of consolidation shall not apply so as to require the 
removal of any case the date for trial of which has been fixed. The court granting 
such order shall give prompt notification thereof to the other courts having 
jurisdiction of the cases covered thereby. 

(c) The court at any time after seizure up to a reasonable time before trial 
shall by order allow any party to a condemnation proceeding, his attorney or 
agent, to obtain a representative sample of the article seized, and as regards 
fresh fruits or fresh vegetables, a true copy of the analysis on which the proceeding 
is based and the identifying marks or numbers, if any, of the packages from 
which the samples analyzed were obtained. 

(d) Any food, drug, device, or cosmetic condemned under this section shall, 
after entry of the decree, be disposed of by destruction or sale as the court may, 
in accordance with the provisions of this section, direct and the proceeds thereof, 
if sold, less the legal costs and charges, shall be paid into the Treasury of the 
United States; but such article shall not be sold under such decree contrary to 
the provisions of this Act or the laws of the jurisdiction in which sold: Provided, 
That after entry of the decree and upon the payment of the costs of such proceed- 
ings and the execution of a good and sufficient bond conditioned that such article 
shall not be sold or disposed of contrary to the provisions of this Act or the laws 
of any State or Territory in which sold, the court may by order direct that such 
article be delivered to the owner thereof to be destroyed or brought into com- 
pliance with the provisions of this Act under the supervision of an officer or 
employee duly designated by the Secretary, and the expenses of such supervision 
shall be paid by the person obtaining release of the article under bond. Any 
article condemned by reason of its being an article which may not, under section 
404 or 505, be introduced into interstate commerce, shall be disposed of by 
destruction. 

(e) When a decree of condemnation is entered against the article, court costs 
and fees, and storage and other proper expenses, shall be awarded against the 
person, if any, intervening as claimant of the article. 

” In the case of removal for trial of any case as provided by subsection (a) 
or (b)— 

(1) The clerk of the court from which removal is made shall promptly 
transmit to the court in which the case is to be tried all records in the case 
necessary in order that such court may exercise jurisdiction. 

(2) The court to which such case was removed shall have the powers and 
be subject to the duties, for purposes of such case, which the court from 
which removal was made would have had, or to which such court would have 
been subject, if such case had not been removed. 


HEARING BEFORE REPORT OF CRIMINAL VIOLATION 


Sec. 305. Before any violation of this Act is reported by the Secretary to any 
United States attorney for institution of a criminal proceeding, the person against 
whom such proceeding is contemplated shall be given appropriate notice and an 
opportunity to present his views, either orally or in writing, with regard to such 
contemplated proceeding. 


REPORT OF MINOR VIOLATIONS 


Sec. 306. Nothing in this Act shall be construed as requiring the Secretary to 
report for prosecution, or for the institution of libel or injunction proceedings, 
minor violations of this Act whenever he believes that the public interest will be 
adequately served by a suitable written notice or warning. 
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PROCEEDINGS IN NAME OF UNITED STATES; PROVISION AS TO SUBPENAS 


Sec. 307. All such proceedings for the enforcement, or to restrain violations, 
of this Act. shall be by and in the name of the United States. Notwithstanding 
the provisions of section 876 of the Revised Statutes, subpenas for witnesses 
who are required to attend a court of the United States, in any district, may run 
into any other district in any such proceeding, 


DEFINITIONS AND STANDARDS FOR FOOD 


Sec. 401. Whenever in the judgment of the Secretary such action will promote 
honesty and fair dealing in the interest of consumers, he shall promulgate regula- 
tions fixing and establishing for any food, under its common or usual name so far 
as practicable, a reasonable definition and standard of identity, a reasonable 
standard of quality, and/or reasonable standards of fill of container: Provided, 
That no definition and standard of identity and no standard of quality shall be 
established for fresh or dried fruits, fresh or dried vegetables, or butter, except that 
definitions and standards of identity may be established for avocadoes, cantaloupes, 
citrus fruits, and melons. In prescribing any standard of fill of container, the 
Secretary shall give due consideration to the natural shrinkage in storage and in 
transit of fresh natural food and to need for the necessary packing and protective 
material. In the prescribing of any standard of quality for any canned fruit or 
canned vegetable, consideration shall be given and due allowance made for the 
differing characteristics of the several ‘varieties of such fruit or vegetable. In 
prescribing a definition and standard of identity for any food or class of food in 
which optional ingredients are permitted, the Secretary shall, for the purpose of 
promoting honesty and fair dealing in the interest of consumers, designate the 
optional ingredients which shall be named on the label. Any definition and 
standard of identity prescribed by the Secretary for avocadoes, cantaloupes, 
citrus fruits, or melons shall relate only to maturity and to the effects of freezing. 


ADULTERATED FOOD 


Sec. 402. A food shall be deemed to be adulterated— 

(a) (1) If it bears or contains any poisonous or deleterious substance which 
may render it injurious to health; but in case the substance is not an added sub- 
stance such food shall not be considered adulterated under this clause if the 
quantity of such substance in such food does not ordinarily render it injurious to 
health; or (2) if it bears or contains any added poisonous or added deleterious 
substance which is unsafe within the meaning of section 406; or (3) if it consists in 
whole or in part of any filthy, putrid, or decomposed substance, or if it is otherwise 
unfit for food; or (4) if it has been prepared, packed, or held under insanitary con- 
ditions whereby it may have become contaminated with filth, or whereby it may 
have been rendered injurious to health; or (5) if it is, in whole or in part, the prod- 
uct of a diseased animal or of an animal which has died otherwise than by slaughter; 
or (6) if its container is composed, in whole or in part, of any poisonous or del- 
eterious substance which may render the contents injurious to health. 

(b) (1) If any valuable constituent has been in whole or in part omitted or 
abstracted therefrom; or (2) if any substance has been substituted wholly or in 
part therefor; or (3) if damage or inferiority has been concealed in any manner; or 
(4) if any substance has been added thereto or mixed or packed therewith so as to 
increase its bulk or weight, or reduce its quality or strength, or make it appear 
better or of greater value than it is. 

(c) If it bears or contains a coal-tar color other than one from a batch that has 
been certified in accordance with regulations as provided by section 406: Provided, 
That this paragraph shall not apply to citrus fruit bearing or containing a coal-tar 
color if application for listing of such color has been made under this Act and such 
application has not been acted on by the Secretary, if such color was commonly 
used prior to the enactment of this Act for the purpose of coloring citrus fruit. 

(d) If it is confectionery, and it bears or contains any alcohol or nonnutritive 
article or substance except harmless coloring, harmless flavoring, harmless resinous 

laze not in excess of four-tenths of 1 per centum, natural gum, and pectin: 

rovided, That this paragraph shall not apply to any confectionery by reason of its 
containing less than one-half of 1 per centum by volume of alcohol derived solely 
from the tse of flavoring extracts, or to any chewing gum by reason of its con- 
taining harmless nonnutritive masticatory substances. 
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MISBRANDED FOOD 


Sec. 403. A food shall be deemed to be misbranded— 

ie If its labeling is false or misleading in any particular. 

(b) If it is offered for sale under the name of another food. 

(c) If it is an imitation of another food, unless its label bears, in type of uniform 
size and  yryens pm the word “imitation” and, immediately thereafter, the 
name of food imitated. 

(d) If its container is so made, formed, or filled as to be misleading. 

(e) If in package form unless it bears a label containing (1) the name and place 
of business of the manufacturer, packer, or distributor; and (2) an accurate 
statement of the 2 emrigs A of the contents in terms of weight, measure, or numerical 
count: Provided, That under clause (2) of this paragraph reasonable variations 
shall be permitted, and exemptions as to small packages shall be established, by 
regulations prescribed by the Secretary. 

(f) If any word, statement, or other information required by or under authority 
of this Act to appear on the label or labeling is not prominently placed thereon 
with such conspicuousness (as compared with other words, statements, designs 
or devices, in the labeling) and in such terms as to render it likely to be rea 
and understood by the ordinary individual under customary conditions of pur- 
chase and use. 

(g) If it purports to be or is represented as a food for which a definition and 
standard of identity has been prescribed by regulations as provided by section 
401, unless (1) it conforms to such definition and standard, and (2) its label bears 
the name of the food specified in the definition and standard, and, insofar as 
may be required by such regulations, the common names of optional ingredients 
(other than spices, flavoring, and coloring) present in such food. 

(h) If it purports to be or is represented as— 

(1) a food for which a standard of quality has been prescribed by regula- 
tions as provided by section 401, and its quality falls below such standard, 
unless its label bears, in such manner and form as such regulations specify, 
a statement that it falls below such standard; or 

(2) a food for which a standard or standards of fill of container have been 
prescribed by regulations as provided by section 401, and it falls below the 
standard of fill of container applicable thereto, unless its label bears, in 
such manner and form as such regulations specify, a statement that it falls 
below such standard. 

(i) If it is not subject to the provisions of paragraph (g) of this section unless 
its label bears (1) the common or usual name of the food, if any there be, and 
(2) in case it is fabricated from two or more ingredients, the common or usual 
name of each such ingredient; except that spices, flavorings, and colorings, other 
than those sold as such, may be designated as spices, flavorings, and colorings 
without naming each: Provided, That, to the extent that compliance with the 
requirements of clause (2) of this paragraph is impracticable, or results in decep- 
tion or unfair competition, exemptions shall be established by regulations pro- 
mulgated by the Secretary. 

(j) If it purports to be or is represented for special dietary uses, unless its label 
bears such information concerning its vitamin, mineral, and other dietary prop- 
erties as the Secretary determines to be, and by regulations prescribes as, neces- 
sary in order fully to inform purchasers as to its value for such uses. 

(k) If it bears or contains any artificial flavoring, artificial coloring, or chemical 
preservative, unless it bears labeling stating that fact: Provided, That to the 
extent that compliance with the requirements of this paragraph is impracticable, 
exemptions shall be established by regulations promulgated by the Secretary. 
The provisions of this paragraph and cnsierigtis (g) and (i) with respect to 
artificial coloring shall not apply in the case of butter, cheese, or ice cream. 


EMERGENCY PERMIT CONTROL 


Sec. 404, (a) Whenever the Secretary finds after investigation that the dis- 
tribution in interstate commerce of any class of food may, by reason of contamina- 
tion with micro-organisms during the manufacture, processing, or packing thereof 
in any locality, be injurious to health, and that such injurious nature cannot be 
adequately determined after such articles have entered interstate commerce, he 
then and in such case only, shall promulgate regulations providing for the 
issuance, to manufacturers, | apr ee yrt or packers of such class of f in such 
locality, of permits to which shall be attached such conditions governing the 


manufacture, processing, or packing of such class of food, for such temporary 
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period of time, as may be necessary to protect the public health; and after the 
effective date of such regulations, and during such temporary period, no person 
shall introduce or deliver for introduction into interstate commerce any such 
food manufactured, —— or packed by any such manufacturer, processor, 
or packer unless such manufacturer, processor, or packer holds a: permit issued 
by the Secretary as provided by such regulations. 

(b) The Secretary is authorized to suspend immediately upon notice an 
permit issued under authority of this section if it is found that any of the condi- 
tions of the permit have been violated. The holder of a permit so suspended 
shall be privileged at any time to apply for the reinstatement of such permit, 
and the Reneetury shall, immediately after prompt hearing and an inspection of 
the establishment, reinstate such permit if it is found that adequate measures 
have been taken to comply with and maintain the conditions of the permit, as 
originally issued or as amended. 

(c) Any officer or employee duly designated by the Secretary shall have access 
to any factory or establishment, the operator of which holds a permit from the 
Secretary, for the purpose of ascertaining whether or not the conditions of the 
permit are being complied with, and denial of access for such inspection shall be 
ground for suspension of the permit until such access is freely given by the 
operator. 


REGULATIONS MAKING EXEMPTIONS 


Sec. 405. The Secretary shall promulgate regulations exempting from anv 
labeling requirement of this Act ft) small open containers of fresh fruits and 
fresh vegetables and (2) food which is, in accordance with the practice of the 
trade, to be processed, labeled, or repacked in substantial quantities at estab- 
lishments other than those where originally processed or packed, on condition 
that such food is not adulterated or misbranded under the provisions of this 
Act upon removal from such processing, labeling, or repacking establishment. 


TOLERANCES FOR POISONOUS INGREDIENTS IN FOOD AND CERTIFICATION OF COAL- 
TAR COLORS FOR FOOD 


Sec. 406. (a) Any poisonous or deleterious substance added to any food, except 
where such substance is required in the production thereof or cannot be avoided 
by good manufacturing practice shall be deemed to be unsafe for purposes of the 
application of clause (2) of section 402 (a); but when such substance is so required 
or cannot be so avoided, the Secretary shall promulgate regulations limiting the 
quantity therein or thereon to such extent as he finds necessary for the protection 
of public health, and any quantity exceeding the limits so fixed shall also be 
deemed to be unsafe for purposes of the application of clause (2) of section 402) a.) 
While such a regulation is in effect limiting the quantity of any such substance in 
the case of any food, such food shall not, by reason of bearing or containing any 
added amount of such substance, be considered to be adulterated within the 
meaning of clause (1) of section 402 (a). In determining the quantity of such 
added substance to be tolerated in or on different articles of food the Secretary 
shall take into account the extent to which the use of such substance is required 
or cannot be avoided in the production of each such article, and the other ways 
in which the consumer may be affected by the same or other poisonous or deleteri- 
ous substances. 

(b) The Secretary shall promulgate regulations providing for the listing of 
coal-tar colors which are harmless and suitable for use in food and for the cer- 
tification of batches of such colors, with or without harmless diluents. 

Sec. 501. A drug or device shall be deemed to be adulterated— 

(a) (1) If it consists in whole or in part of any filthy, putrid, or decomposed 
substance; or (2) if it has been prepared, packed, or held under insanitary condi- 
tions whereby it may have been contaminated with filth, or whereby it may have 
been rendered injurious to health; or (3) if it is a drug and its container is com- 
posed, in whole or in part, of any poisonous or deleterious substance which may 
render the contents injurious to health; or (4) if it is a drug and it bears or contains 
for purposes of coloring only, a coal-tar color other than one from a batch that 
has been certified in accordance with regulations as provided by section 504. 

(b) If it purports to be or is represented as a drug the name of which is recog- 
nized in an official compendium, and its strength differs from, or its quality or 
purity falls below, the standard set forth in such compendium. Such determina- 
tion as to strength, quality, or purity shall be made in accordance with the tests 
or methods of assay set forth in such compendium, except that whenever tests or 





he 
on 
ch 
rr, 


Ly 
ji- 
ed 
it, 
of 
eS 


38 
he 
he 


nv 
nd 
she 
ib- 
on 
his 


AL- 


apt 
led 
the 
red 
the 
ion 

be 


» in 
ny 
the 
ich 
ary 
red 
ays 
eri- 


of 
cer- 


sed 
ndi- 
ave 
om- 
nay 
ains 
that 


cog- 
y or 
ina- 
ests 
s or 





REVISION OF TITLE 21, UNITED STATES CODE 99 


methods of assay have not been prescribed in such compendium, or such tests 
or methods of assay as are prescribed are, in the judgment of the Secretary, 
insufficient for the making of such determination, the Secretary shall bring such 
fact to the attention of the appropriate body charged with the revision of such 
compendium, and if such body fails within a reasonable time to prescribe tests 
or methods of assay which, in the judgment of the Secretary, are sufficient for 
purposes of this paragraph, then the Secretary shall promulgate regulations 
prescribing appropriate tests or methods of assay in accordance with which such 
determination as to strength, quality, or purity shall be made. No drug defined 
in an Official compendium shall be deemed to be adulterated under this paragraph 
because it differs from the standard of strength, quality, or purity therefor set 
forth in such compendium, if its difference in strength, quality, or purity from 
such standard is plainly stated on its label. Whenever a drug is recognized in 
both the United States Pharmacopeia and the Homceopathic Pharmacopeia 
of the United States it shall be subject to the requirements of the United States 
Pharmacopeeia unless it is labeled and offered for sale as a paneer preys drug, 
in which case it shall be subject to the oo Al erpe of the Homeopathic Pharma- 
coporia of the United States and not to those of the United States Pharmacoperia. 

(c) If it is not subject to the provisions of paragraph (b) of this section and 
its strength differs from, or its purity or quality falls below, that which it purports 
or is represented to possess. 

(d) If it is a drug and any substance has been (1) mixed or packed therewith 
so as to reduce its quality or strength or (2) substituted wholly or in part therefor. 


MISBRANDED DRUGS AND DEVICES 


Sec. 502. A drug or device shall be deemed to be misbranded— 

(a) If its labeling is false or misleading in any particular. 

(b) If in package form unless it bears a label containing (1) the name and 
place of business of the manufacturer, packer, or distributor; and (2) an accurate 
statement of the quantity of the contents in terms of weight, measure, or numerical 
count: Provided, That under clause (2) of this paragraph reasonable variations 
shall be permitted, and exemptions as to small packages shal! be established, by 
regulations prescribed by the Secretary. 

(c) If any word, statement, or other information required by or under authority 
of this Act to appear on the label or labeling is not prominently placed thereon 
with such conspicuousness (as compared with other words, statements, designs, 
or devices, in the labeling) and in such terms as to render it likely to be read and 
—— by the ordinary individual under customary conditions of purchase 
and use. 

(d) If it is for use by man and contains any quantity of the narcotic or hypnotic 
substance alpha eucaine, barbiturie acid, betaeucaine, bromal, cannabis, car- 
bromal, chloral, coca, cocaine, codeine, heroin, marihuana, morphine, opium, 
paraldehyde, peyote, or sulphonmethane; or any chemical derivative of such 
substance, which derivative has been by the Secretary, after investigation, found 
to be, and by regulations designated as, habit forming; unless its label bears 
the name, quantity, and percentage of such substance or derivative and in juxta- 
position therewith the statement “‘Warning—May be habit forming”’. 

(e) If it is a drug and is not designated solely by a name recognized in an Official 
compendium unless its label bears (1) the common or usual name of the drug, 
if such there be; and (2), in case it is fabricated from two or more ingredients, 
the common or usual name of each active ingredient, including the quantity, 
kind, and proportion of any alcohol, and also including, whether active or not, 
the name and quantity or proportion of any bromides, ether, chloroform, ace- 
tanilid, acetphenetidin, amidopyrine, antipyrine, atropine, hyoscine, hyoscyam ine, 
arsenic, digitalis, digitalis glucosides, mercury, ouabain, strophanthin, strychnine, 
thyroid, or any derivative or preparation of any such substances, contained 
therein: Provided, That to the extent that compliance with the requirements of 
clause (2) of this paragraph is impracticable, exemptions shall be established by 
regulations promulgated by the Secretary. 

(f) Uniess its labeling bears (1) adequate directions for use; and (2) such ade- 
quate warnings against use in those pathological conditions or by children where 
its use may be dangerous to health, or against unsafe dosage or methods or 
duration of administration or application, in such manner and form, as are 
necessary for the protection of users: Provided, That where any requirement of 
clause (1) of this paragraph, as applied to any drug or device, is not necessary 
for the protection of the public health, the Secretary shall promulgate regula- 
tions exempting such drug or device from such requirement. 
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(g) If it purports to be a drug the name of which is ized in an official 
compendium, unless it is packaged and labeled as prescri therein: ided, 
That the raethod of packing may be modified with the consent of the Secretary. 
Whenever a drug is recognized in both the United States Pharmacopeeia and 
the Homaopathic Pharmacopeia of the United States, it shall be subject to 
the requirements of the United States Pharmacopeeia with respect to packaging 
and labeling unless it is labeled and offered for sale as a homceopathic drug, in 
which case it shall be subject to the provisions of the Homeopathic Pharmacopoeia 
of the United States, and not to those of the United States Pharmacoperia. 

(h) If it has been found by the Secretary to be a drug liable to deterioration, 
unless it is packaged in such form and manner, and its label bears a statement 
of such precautions, as the Secretary shall by regulations require as necessary 
for the protection of the public health. No such regulation shall be established 
for any drug recognized in an official compendium until the Secretary shall have 
informed the appropriate body charged with the revision of such compendium 
of the need for such packaging or labeling requirements and such body shall 
have failecl within a reasonable time to prescribe such requirements. 

(i) (1) If it is a drug and its container is so made, formed, or filled as to be 
misleading; or (2) if it is an imitation of another drug; or (3) if it is offered for 
sale under the name of another drug. 

(j) lf it is dangerous to health when used in the dosage, or with the frequency 
or duration prescribed, recommended, or suggested in the labeling thereof. 


EXEMPTIONS IN CASE OF DRUGS AND DEVICES 


Sec. 503. (a) The Secretary is hereby directed to promulgate regulations 
exempting from any labeling or packaging requirement of this Act drugs and 
devices which are, in accordance with the practice of the trade, to be processed, 
labeled, or repacked in substantial quantities at establishments other than-those 
where originally processed or packed, on condition that such drugs and devices 
are not adulterated or misbranded under the provisions of this Act upon removal 
from such processing, labeling, or repacking establishment. 

(b) A drug dispensed on a written prescription signed by a physician, dentist, 
or veterinarian (except a drug dispensed in the course of the conduct of a business 
of dispensing drugs pursuant to diagnosis by mail), shall if— 

(1) such physician, dentist, or veterinarian is licensed by law to administer 
such drug, and 
(2) such drug bears a label containing the name and place of business of 
the dispenser, the serial number and date of such prescription, and the name 
of such physician, dentist, or veterinarian, 
be exempt from the requirements of section 502 (b) and (e), and (in case such 
prescription is marked by the writer thereof as not refillable or its refilling is 
prohibited by law) of section 502 (d). 


CERTIFICATION OF COAL-TAR COLORS FOR DRUGS 


Sec. 504. The Secretary shall promulgate regulations providing for the listing 
of coal-tar colors which are harmless and suitable for use in drugs for purposes 
of coloring only and for the certification of batches of such colors, with or without 
harmless diluents. 

NEW DRUGS 


Sec. 505. (a) No person shall introduce or deliver for introduction into inter- 
state commerce any new drug, unless an application filed pursuant to subsection 
(b) is effective with respect to such drug. 

(b) Any person may file with the Secretary an application with respect to any 
drug subject to the provisions of subsection (a). Such person shall submit to 
the Secretary as a part of the application (1) full reports of investigations which 
have been made to show whether or not such drug is safe for use; (2) a full list 
of the articles used as components of such drug; (3) a full statement of the com- 
position of such drug; (4) a full description of the methods used in, and the facili- 
ties and controls used for, the manufacture, processing, and packing of such drug; 
(5) such samples of such drug and of the articles used as components thereof as 
the Secretary may require; and (6) specimens of the labeling proposed to be used 
for such drug. 

(c) An application provided for in subsection (b) shall become effective on the 
sixtieth day after the filing thereof unless prior to such day the Secretary by 
notice to the applicant in writing postpones the effective date of the application 
to such time (not more than one hundred and eighty days after the filing thereof) 
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as = negeryd deems necessary to enable him to study and investigate the 
application. 

rf d) If the Secretary finds, after due notice to the applicant and giving him an 
opportunity for a hearing, that (1) the investigations, reports of which are re- 
quired to be submitted to the Secretary pursuant to subsection (b), do not in- 
clude adequate tests by all methods reasonably applicable to show whether or 
not such drug is safe for use under the conditions prescribed, recommended, or 
suggested in the pro d labeling thereof; (2) the results of such tests show that 
such drug is unsafe for use under such conditions or do not show that such drug 
is safe for use under such conditions; (3) the methods used in, and the facilities 
and controls used for, the manufacture, processing, and packing of such drug are 
inadequate to preserve its identity, strength, quality, and purity: or (4) upon the 
basis of the information submitted to him as part of the application, or upon the 
basis of any other information before him with respect to such drug, he has in- 
sufficient information to determine whether such drug is safe for use under such 
conditions, he shall, prior to the effective date of the application, issue an order 
refusing to permit the application to become effective. 

(e) The effectiveness of an application with respect to any drug shall, after due 
notice and opportunity for hearing to the applicant, by order of the Secretary be 
suspended if the Secretary finds (1) that clinical experience, tests by new methods, 
or tests by methods not deemed reasonably applicable when such application 
became effective show that such drug is unsafe for use under the conditions of use 
upon the basis of which the application became effective, or (2) that the appli- 
cation contains any untrue statement of a material fact. The order shall state 
the findings upon which it is based. 

(f) An order refusing to permit an application with respect to any drug to 
become effective shall be revoked whenever the Secretary finds that the facts 
so require. 

(g) Orders of the Secretary issued under this section shall be served (1) in per- 
son by any officer or employee of the department designated by the Secretary or 
(2) by mailing the order by registered mail addressed to the applicant or respondent 
at his last-known address in the records of the Secretary. 

(h) An appeal may be taken by the applicant from an order of the Secretary 
refusing to permit the application to become effective, or suspending the effective- 
ness of the application. Such “swe shall be taken by filing in the district court 
of the United States within any district wherein such applicant resides or has his 
principal place of business, or in the District Court of the United States for the 
District of Columbia, within sixty days after the entry of such order, a written 
petition praying that the order of the Secretary be set aside. A copy of such 
petition shall be forthwith served upon the Secretary, or upon any officer desig- 
nated by him for that purpose, and thereupon the Secretary shall certify and file 
in the court a transcript of the record upon which the order complained of was 
entered. Upon the filing of such transcript such court shall have exclusive 
jurisdiction to affirm or set aside such order. No objection to the order of the 
Secretary shall be considered by the court unless such objection shall have been 
urged before the Secretary or unless there were reasonable grounds for failure so 
to do. The finding of the Secretary as to the facts, if supported by substantiai 
evidence, shall be conclusive. If any person shall apply to the court for leave to 
adduce additional evidence, and shall show to the satisfaction of the court that 
such additional evidence is material and that there were reasonable grounds for 
failure to adduce such evidence in the proceeding before the Secretary, the court 
may order such additional evidence to be taken before the Secretary and to be 
adduced upon the hearing in such manner and upon such terms and conditions 
as to the court may seem proper. The Secretary may modify his findings as to 
the facts by reason of the additional evidence so taken, and he shall file with the 
court such modified findings which, if supported by substantial evidence, shall 
be conclusive, and his recommendation, if any, for the setting aside of the original 
order. The judgment and decree of the court affirming or setting aside any such 
order of the Secretary shall be final, subject to review as provided in sections 128, 
239, and 240 of the Judicial Code, as amended (U. S. C., 1934 ed., title 28, sees. 
225, 346, and 347), and in section 7, as amended, of the Act entitled “An Act to 
establish a Court of Appeals for the District of Columbia’’, approved February 
9, 1893 (D. C. Code, title 18, sec. 26). The commencement of proceedings under 
this subsection shall not, unless specifically ordered by the court to the contrary, 
operate as a stay of the Secretary’s order. , 

(i) The Secretary shall promulgate regulations for exempting from the opera- 
tion of this section drugs intended solely for investigational use by experts quali- 
fied by scientific iseleleg and experience to investigate the safety of drugs. 
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Src. 601. A cosmetic shall be deemed to be adulterated— 
(a) If it bears or contains any poisonous or deleterious substance which may 
render it injurious to users under the conditions of use prescribed in the labeling 
thereof, or under such conditions of use as are customary or usual: Provided, 
That this provision shall not apply to coal-tar hair dye, the label of which bears 
the following legend conspicuously ners thereon: “‘Caution—This product 
contains ingredients which may cause skin irritation on certain individuals and a 
aes test according to accompanying directions should first be made. 

his product must not be used for dyeing the eyelashes or eyebrows; to do so 
may cause blindness.’’, and the labeling of which bears adequate directions for 
such preliminary testing. For the purposes of this paragraph and paragraph (e) 
the term “‘hair dye”’ shall not include eyelash dyes or eyebrow dyes. 

(b) If it consists in whole or in part of any filthy, putrid, or decomposed sub- 
stance. 

(c) If it has been prepared, packed, or held under insanitary conditions whereby 
it may have become contaminated with filth, or whereby it may have been ren- 
dered injurious to health. 

(d) If its container is composed, in whole or in part, of any poisonous or dele- 
terious substance which may render the contents injurious to health. 

(e) If it is not a hair dye and it bears or contains a coal-tar color other than one 
from a batch that has been certified in accordance with regulations as provided 
by section 604. 

Sec. 602. A cosmetic shall be deemed to be misbranded— 

(a) If its labeling is false or misleading in any particular. 

(b) If in package form unless it bears a label containing (1) the name and 
place of business of the manufacturer, packer, or distributor; and (2) an accurate 
statement of the quantity of the contents in terms of weight, measure, or numer- 
ical count: Provided, That under clause (2) of this paragraph reasonable varia- 
tions shall be permitted, and exemptions as to small packages shall be established, 
by regulations prescribed by the Secretary. 

(ec) If any word, statement, or other information required by or under authority 
of this Act to appear on the label or labeling is not prominently placed thereon 
with such conspicuousness (as compared with other words, statements, designs, 
or devices, in the labeling) and in such terms as to render it likely to be read and 
—— by the ordinary individual under customary conditions of purchase 
and use. 

(d) If its container is so made, formed, or filled as to be misleading. 
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REGULATIONS MAKING EXEMPTIONS 


Sec. 603. The Secretary shall promulgate regulations exempting from any 
labeling requirement of this Act cosmetics which are, in accordance with the 
practice of the trade, to be processed, labeled, or repacked in substantial quanti- 
ties at establishments other than those where originally processed or packed, on 
condition that such cosmetics are not adulterated or misbranded under the provi- 
sions of this Act upon removal from such processing, labeling, or repacking 
establishment. 

Sec. 604. The Secretary shall promulgate regulations providing for the listing 
of coal-tar colors which are harmless and suitable for use in cosmetics and for 
the certification of batches of such colors, with or without harmless diluents. 

Sec. 701. (a) The authority to promulgate regulations for the efficient enforce- 
ment of this Act, except as otherwise provided in this section, is hereby vested 
in the Secretary. 

(b) The Secretary of the Treasury and the Secretary of Agriculture shall 
jointly prescribe regulations for the efficient enforcement of the provisions of 
section 801, except as otherwise provided therein. Such regulations shall be 
promulgated in such manner and take effect at such time, after due notice, as 
the Secretary of Agriculture shall determine. 

(c) Hearings authorized or required by this Act shall be conducted by the 
Secretary or such officer or employee as he may designate for the purpose. 

(d) The definitions and standards of identity promulgated in accordance with 
the provisions of this Act shall be effective for the purposes of the enforcement of 
this Act, notwithstanding such definitions and standards as may be contained in 
other laws of the United States and regulations promulgated thereunder. 

(e) The Secretary, on his own initiative or upon an application of any interested 
industry or substantial portion thereof stating reasonable grounds therefor, shall 
hold a public hearing upon a proposal to issue, amend, or repeal any regulation 
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contemplated by any of the following, sections of this Act: 401, 403 (j), 404 (a), 
406 (a) and (b), 501 (b), 502 (d), 502 (h), 504, and 604. The Secretary shall give appro- 
priate notice of the hearing, and the notice shall set forth the proposal in general 
terms and specify the time and place for a public hearing to be held thereon not 
less than thirty days after the date of the notice, except that the public hearing 
on ulations under section 404 (a) may be held within a reasonable time, to be 
fixed by the Secretary, after notice thereof. At the hearing any interested person 
may be heard in person or by his representative. As soon as practicable after 
completion of the hearing, the Secretary shall by order made public his action in 
issuing, amending, or repealing the regulation or determining not to take such 
action. The Secretary shall base his order only on substantial evidence of record 
at the hearing and shall set forth as part of the order detailed findings of fact 
on which the order is based. No such order shall take effect prior to the nine- 
tieth day after it is issued, except that if the Secretary finds that emergency con- 
ditions exist necessitating an earlier effective date, then the Secretary shall 
specify in the order his findings as to such conditions and the order shall take 
effect at such earlier date as the Secretary shall specify therein to meet the emer- 
ency. 

: (f) (1) In a case of actual controversy as to the validity of any order under 
subsection (e), any person who will be adversely affected by such order if placed 
in effect may at any time prior to the ninetieth day after such order is issued file 
a petition with the Circuit Court of Appeals of the United States for the circuit 
wherein such person resides or has his principal place of business, for a judicial 
review of such order. The summons and petition may be served at any place 
in the United States. The Secretary, promptly upon service of the summons 
and petition, shall certify and file in the court the transcript of the proceedings 
and the record on which the Secretary based his order. 

(2) If the petitioner applies to the court for leave to adduce additional evidence, 
and shows to the satisfaction of the court that such additional evidence is material 
and that there were reasonable grounds for the failure to adduce such evidence in 
the proceeding before the Secretary, the court may order such additional evidence 
ee evidence in rebuttal thereof) to be taken before the Secretary, and to be 
adduced upon the hearing, in such manner and upon such terms and conditions 
as to the court may seem proper. The Secretary may modify his findings as to 
the facts, or make new findings, by reason of the additional evidence so taken, 
and he shall file such modified or new findings, and his recommendation, if any, 
for the modification or setting aside of his original order, with the return of such 
additional evidence. 

(3) The court shall have jurisdiction to affirm the order, or to set it aside in 
whole or in part, temporarily or permanently. If the order of the Secretary re- 
fuses to issue, amend, or repeal a regulation and such order is not in accordance 
with law the court shall by its judgment order the Secretary to take action with 
respect to such regulation, in accordance with law. The findings of the Secretary 
as to the facts, if supported by substantial evidence, shall be conclusive. 

(4) The judgment of the court affirming or setting aside, in whole or in part, 
any such order of the Secretary shall be final, subject to review by the Supreme 
Court of the United States upon certiorari or certification as provided in sections 
239 and 240 of the Judicial Code, as amended. 

(5) Any action instituted under this subsection shall survive notwithstanding 
- change in the person occupying the office of Secretary or any vacancy in such 
office. 

(6) The remedies provided for in this subsection shall be in addition to and not 
in substitution for any other remedies provided by law. 

(gz) A certified copy of the transcript of the record and proceedings under sub- 
section (e) shall be furnished by the Secretary to any interested party at his 
request, and payment of the costs thereof, and shall be admissible in any criminal, 
libel for condemnation, exclusion of imports, or other proceeding arising under 
or in respect to this Act, irrespective of whether proceedings with respect to the 
order have previously been instituted or become final under subsection (f). 


EXAMINATIONS AND INVESTIGATIONS 


Sec. 702. (a) The Secretary is authorized to conduct examinations and investi- 
gations for the pu of this Act through officers and employees of the De- 
ee or through any health, food, or drug officer or employee of any State, 

erritory, or political subdivision thereof, duly commissioned by the Secretary 
as an officer of the Department. In the case of food packed in a Territory the 
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Secretary shall attempt to make inspection of such food at the first point of 
entry within the United States when, in his opinion and with due regard to the 
enforcement of all the provisions of this Act, the facilities at his disposal will 
rmit of such inspection. For the purposes of this subsection the term “‘ United 
tates’”’ means the States and ‘the District of Columbia. 

(b) Where a sample of a food, drug, or cosmetic is collected for analysis under 
this Act the Secretary shall, upon request, provide a part of such official sample 
for examination or analysis by any person named on the label! of the article, or 
the owner thereof, or his attorney or agent; except that the Secretary is authorized, 
by regulations, to make such reasonable exceptions from, and impose such reason- 
able terms and conditions relating to, the operation of this subsection as he finds 
necessary for the proper administration of the provisions of this Act. 

(c) For purposes of enforcement of this Act, records of any department or inde- 
pendent establishment in the executive branch of the Government shall be open 
to inspection by any official of the Department of Agriculture duly authorized by 
the Secretary to make such inspection. 


RECORDS OF INTERSTATE SHIPMENT 


Sec. 703. For the purpose of enforcing the provisions of this Act, carriers 
engaged in interstate commerce, and persons receiving food, drugs, devices, or 
cosmetics in interstate commerce or holding such articles so received, shall, upon 
the request of an officer or employee duly designated by the Secretary, permit such 
officer or employee, at reasonable times, to have access to and to copy all records 
showing the movement in interstate commerce of any food, drug, device, or 
cosmetic, or the holding thereof during or after such movement, and the quantity, 
shipper, and consignee thereof; and it shall be unlawful for any such carrier or 
person to fail to permit such access to and copying of any such record so requested 
when such request is accompanied by a statement in writing specifying the 
nature or kind of food, drug, device, or cosmetic to which such request relates: 
Provided, That evidence obtained under this section shall not be used in a criminal 
prosecution of the person from whom obtained: Provided further, That carriers 
shall not be subject to the other provisions of this Act by reason of their receipt, 
carriage, holding, or delivery of food, drugs, devices, or cosmetics in the usual 
course of business as carriers. 


FACTORY INSPECTION 


Sec. 704. For purposes of enforcement of this Act, officers or employees duly 
designated by the Secretary, after first making request and obtaining permission 
of the owner, operator, or custodian thereof, are authorized (1) to enter, at reason- 
able times, any factory, warehouse, or establishment in which food, drugs, devices, 
or cosmetics are manufactured, processed, packed, or held, for introduction into 
interstate commerce or are held after such introduction, or to enter any vehicle 
being used to transport or hold such food, drugs, devices, or cosmetics in inter- 
state commerce; and (2) to inspect, at reasonable times, such factory, warehouse, 
establishment, or vehicle and all pertinent equipment, finished and unfinished 
materials, containers, and labeling therein. 


PUBLICITY 


Sec. 705. (a) The Secretary shall cause to be published from time to time re- 
ports summarizing all judgments, decrees, and court orders which have been 
——— under this Act, including the nature of the charge and the disposition 
thereof. 

(b) The Secretary may also cause to be disseminated information regarding 
food, drugs, devices, or cosmetics in situations involving, in the opinion of the 
Secretary, imminent danger to health or gross deception of the consumer. Noth- 
ing in this section shall be construed to prohibit the Secretary from collecting, 
reporting, and illustrating the results of the investigations of the Department. 


COST OF CERTIFICATION OF COAL-TAR COLORS 


Sec, 706. The admitting to listing and certification of coal-tar colors, in accord- 
ance with regulations prescribed under this Act, shall be performed only upon 
payment of such fees, which shall be specified in such regulations, as may be 
necessary to provide, maintain, and equip an adequate service for such purposes. 

Sec. 801. (a) The Secretary of the Treasury shall deliver to the Secretary of 
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Agriculture, upon his request, samples of food, drugs, devices, and cosmetics 
which are being imported or offered for import into the United States, giving 
notice thereof to the owner or consignee, who may appear before the Secretary 
of Agriculture and have the right to introduce testimony. If it appears from the 
examination of such samples or otherwise that (1) such article has been manu- 
factured, processed, or packed under insanitary conditions, or (2) such article 
is forbidden or restricted in sale in the country in which it was produced or from 
which it was exported, or (3) such article is adulterated, misbranded, or in vio- 
lation of section 505, then such article shall be refused admission. This para- 
graph shall not be construed to prohibit the admission of narcotic drugs the 
importation of which is permitted under section 2 of the Act of May 26, 1922, as 
amended (U.S. C., 1934 edition, title 21, see. 173). 

(b) The Secretary of the Treasury shall refuse delivery to the consignee and 
shall cause the destruction of any such article refused admission, unless such 
article is exported by the consignee within three months from the date of notice 
of such refusal, under such regulations as the Secretary of the Treasury may 
prescribe: Provided, That the Secretary of the Treasury may deliver to the 
consignee any such article pending examination and decision in the matter on 
execution of a bond as liquidated damages for the amount of the full invoice 
value thereof together with the duty thereon and on refusing for any cause to 
return such article or any part thereof to the custody of the Secretary of the 
Treasury when demanded for the purpose of excluding it from the country or 
for any other purpose, such consignee shall forfeit the full amount of the bond 
as liquidated damages. 

(c) All charges for storage, cartage, and labor on any article which is refused 
admission or delivery shall be paid by the owner or consignee and in default of 
such payment shall constitute a lien against any future importations made by 
such owner or consignee. 

(d) A food, drug, device, or cosmetic intended for export shall not be deemed 
to be adulterated or misbranded under this Act if it (1) accords to the specifica- 
tions of the foreign purchaser, (2) is not in conflict with the laws of the country 
to which it is intended for export, and (3) is labeled on the outside of the shipping 
package to show that it is intended for export. But if such article is sold or 
offered for sale in domestic commerce, this subsection shall not exempt it from 
any of the provisions of this Act. 


June 25, 1938, ch. 675, § 901, 52 Stat. Omitted 
1059 
SEPARABILITY CLAUSE 


Sec. 901. If any provision of this Act is declared unconstitutional, or the 
applicability thereof to any person or circumstances is held invalid, the con- 
stitutionality of the remainder of the Act and the applicability thereof to other 
persons and circumstances shall not be affected thereby. 


June 25, 1938, ch. 675, § 902 (a) 52 Stat. Omitted 
1059 


EFFECTIVE DATE AND REPEALS 


Sec. 902. (a) This Act shall take effect twelve months after the date of its 
enactment. The Federal Food and Drugs Act of June 30, 1906, as amended 
(U.S. C., 1934 ed., title 21, sees. 1-15), shall remain in furce until such effective 
date, and, except as otherwise provided in this subsection, is hereby repealed 
effective upon such date: Provided, That the provisions of section 701 shall 
become effective on the enactment of this Act, and thereafter the Secretary is 
authorized hereby to (1) conduct hearings and to promulgate regulations which 
shall become effective on or after the effective date of this Act as the Secretary 
shall direct, and (2) designate prior to the effective date of this Act food having 
common or usual names and exempt such food from the requirements of clause 
(2) of section 403 (i) for a reasonable time to permit the formulation, promulga- 
tion, and effective application of definitions and standards of identity therefor 
as provided by section 401: Provided further, That sections 502 (j), 505, and 601 
(a), and all other provisions of this Act to the extent that they may relate to the 
enforcement of such sections, shall take effect on the date of the enactment of 
this Act, except that in the case of a cosmetic to which the proviso of section 601 (a) 
relates, such cosmetic shall not, prior to the ninetieth day after such date of en- 
actment, be deemed adulterated by reason of the failure of its label to bear the 
legend prescribed in such proviso: Provided furiher, That the Act of March 4, 
1923 a. 8. C., 1934 ed., title 21, sec. 6; 42 Stat. 1500, ch. 268), defining butter 
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and providing a standard therefor; the Act of July 24, 1919 (U. 8. C., 1934 ed., 
title 21, sec. 10; 41 Stat. 271, ch. 26), defining wrapped meats as in package 
form; and the amendment to. the Food and Drugs Act, section 10A, approved 
August 27, 1935 (U. 8S. C., 1934 ed., Sup. ITI, title 21, sec. 14a), shall remain 
in foree and effect and be applicable to the provisions of this Act. 


June 25, 1938, ch. 675, § 902 (b), 52 T. 21, § 45 
Stat. 1059 


(b) Meats and meat food products shall be exempt from the provisions of this 
Act to the extent of the application or the extension thereto of the Meat Inspec- 
tion Act, approved March 4, 1907, as amended (U.S. C., 1934 ed., title 21, secs. 
71-91; 34 Stat. 1260 et seq.). 


June 25, 1938, ch. 675, § 902 (c) (d), 52 Omitted 
Stat. 1059 


(c) Nothing contained in this Act shall be construed as in any way affecting, 
modifying, repealing, or superseding the provisions of the virus, serum, and 
toxin Act of July 1, 1902 (U.S. C., 1934 ed., title 42, chap. 4); the Filled Cheese 
Act of June 6, 1896 (U.S. C., 1934 ed., title 26, ch. 10), the Filled Milk Act of 
March 4, 1923 (U. S. C., 1934 ed., title 21, ch. 3, secs. 61-63); or. the Import 
Milk Act of February 15, 1927 (U. 8. C., 1984 ed., title 21, ch. 4, secs. 141-149). 

(d) In order to carry out the provisions of this Act which take effect prior 
to the repeal of the Food and Drugs Act of June 30, 1906, as amended, appro- 
priations available for the enforcement of such Act of June 30, 1906, are also 
authorized to be made available to carry out such provisions. 


June 29, 1938, ch. 810, 52 Stat. 1235...............-.-.. T. 21, §§ 491, 501, 509 


That the Meat Inspection Act of March 4, 1907, as amended and extended, is 
amended by substituting for the concluding paragraph thereof the following: 

“That within the meaning of this Aet— 

‘*(a) A ‘farmer’ means any person or partnership chiefly engaged in producing 
agricultural products on whose farm the number of cattle, calves, sheep, lambs, 
swine, or goats is in keeping with the size of the farm or with the volume or 
character of the agricultural products produced thereon, but does not mean any 
person or partnership engaged in producing agricultural products who— 

“(1) actively engages in buying or trading in cattle, calves, sheep, lambs, 
swine, or goats; or 

**(2) actively engages, directly or indirectly, in conducting a business 
which includes the slaughter of cattle, calves, sheep, lambs, swine, or goats 
for food purposes; or 

**(3) actively engages, directly or indirectly, in buying or selling meat or 
meat food products other than those prepared by any farmer on the farm; or 

“*(4) actively engages, directly or indirectly, in salting, curing, or canning 
meat, or in preparing sausage, lard, or other meat food products; or 

**(5) slaughters, or permits any person to slaughter, on his or their farm 
cattle, calves, sheep, lambs, swine, or goats which are not actually owned 
by him or them. 

““(b) A ‘retail butcher’ means any person, partnership, association, or corpo- 
ration chiefly engaged in selling meat or meat food products to consumers only, 
except that the Secretary of Agriculture, at his discretion, may permit any retail 
butcher to transport in interstate or foreign commerce to consumers and meat 
retailers in any one week not more than five carcasses of cattle, twenty-five 
carcasses of calves, twenty carcasses of sheep, twenty-five carcasses of lambs, 
ten carcasses of swine, twenty carcasses of goats, or twenty-five carcasses of goat 
kids, or the equivalent of fresh meat therefrom, and to transport in interstate or 
foreign commerce to consumers only meat and meat food products which have 
been salted, cured, canned, or prepared as sausage, lard, or other meat food 
products, and which have not been inspected, examined, and marked as ‘In- 
spected and Passed’ in accordance with the terms of the Meat Inspection Act of 
March 4, 1907, and Acts supplemental thereto, and with the rules and regulations 
prescribed by the Secretary of Agriculture. 

“*(c) A ‘retail dealer’ means any person, partnership, association, or corpo- 
ration chiefly engaged in selling meat or meat food products to consumers only 
except that the Secretary of Agriculture, at his discretion, may permit any retail 
dealer to transport in interstate trade or foreign commerce to consumers and 
meat retailers in any one week not more than five carcasses of cattle, twenty-five 
carcasses of calves, twenty carcasses of sheep, twenty-five carcasses of lambs, 
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ten carcasses of swine, twenty carcasses of goats, or twenty-five carcasses of goat 
kids, or the equivalent of fresh meat therefrom, and to transport in interstate or 
foreign commerce to consumers only meat and meat food products which have 
been salted, cured, canned, or prepared as sausage, lard, or other meat food 
products which have not been inspected, examined, and marked as ‘Inspected 
and Passed’ in accordance with the terms of the Meat Inspection Act of March 
4, 1907, and Acts supplemental thereto, and with the rules and regulations 
prescribed by the Secretary of Agriculture. 

“That the provisions of the Meat Inspection Act of March 4, 1907, requiring 
inspection to be made by the Secretary of Agriculture shall not apply to animals 
slaughtered by any farmer on the farm and sold and transported in interstate or 
foreign commerce, nor to retail butchers and retail dealers in meat and meat food 
products, supplying their customers: Provided, That all meat and meat food 
products derived from animals slaughtered by any farmer on the farm which are 
salted, cured, canned, or prepared into sausage, lard, or other meat food products 
at any place other than by the farmer on the farm upon which the animals were 
slaughtered shall not be transported in interstate or lonelass commerce under the 
farmers’ exemption herein provided, and all fresh meat and all farm-cured or 

repared meat and meat food products derived from animals slaughtered by any 
armer on the farm which are to be used in interstate or foreign commerce shall 
be clearly marked with the name and address of the farmer on whose farm the 
animals were slaughtered: Provided further, That if any person shall sell or offer 
for sale or transportation for interstate or foreign commerce any meat or meat 
food products which are diseased, unsound, unhealthful, unwholesome, or other- 
wise unfit for human food, knowing that such meat food products are intended 
for human consumption, he shall be guilty of a misdemeanor and on conviction 
thereof shall be punished by a fine not exceeding $1,000 or by imprisonment for a 
period of not exceeding one year, or by both such fine and imprisonment: And 
provided further, That the Secretary of Agriculture is authorized to maintain the 
inspection in this Act provided for at any slaughtering, meat canning, salting, 
packing, rendering, or similar establishment notwithstanding this exception, 
and that the persons operating the same may be retail butchers and retail dealers 
or farmers; and where the Secretary of Agriculture shall establish such inspection 
then the provisions of this Act shall apply notwithstanding this exception.” 


May 2, 1939, ch. 107, title I, § 1 (part), Omitted 
53 Stat. 631 


* * * which section is hereby made immediately effective * * * 


June 23, 1939, ch. 242, §§ 1, 2, 53 Stat. Omitted 

853, 854 

That (a) the effective date of the following provisions of the Federal Food, Drug, 
and Cosmetic Act is hereby postponed until January 1, 1940: Sections 402 (c); 
403 (e) (1); 403 (2), (h), (i). (j), and (k); 501 (a) (4); 502 (b), (d), (e), (f), (g), 
and (h); 601 (e); and 602 (b). 

(b) The Secretary of Agriculture shall promulgate regulations further post- 
poning to July 1, 1940, the effective date of the provisions of sections 403 (e) 
(1); 403 (g), (h), (i), (j), and (k); 502 (b), (d), (e), (f), (g), and (h), and 602 (b) 
of such Act with respect to lithographed labeling which was manufactured prior 
to February 1, 1939, and to containers bearing labeling which, prior to February 1, 
1939, was lithographed, etched, stamped, pressed, printed, fused or blown on or 
in such containers, where compliance with such provisions would be unduly 
burdensome by reason of causing the loss of valuable stocks of such labeling or 
containers, and where such postponement would not prevent the public interest 
being adequately served: Provided, That in no case shall such regulations apply to 
labeling which would not have complied with the requirements of the Food and 
Drugs Act of June 30, 1906, as amended. 

Sec. 2. (a) The provisions of section 8, paragraph fifth, under the heading 
“Tn the case of food:’’, of the Food and Drugs Act of June 30, 1906, as amended, 
and regulations promulgated thereunder, and all other provisions of such Act to 
the extent that they may relate to the enforcement of such section 8 and of such 
regulations, shall remain in force until January 1, 1940. 

(b) The provisions of such Act of June 30, 1906, as amended, to the extent 
that they impose, or authorize the imposition of, any requirement imposed by 
section 403 (k) of the Federal Food, Drug, and Cosmetic Act, shall remain in force 
until January 1, 1940. 
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(ce) Notwithotanding the provisions of section 1 of this Act, such section shall 
not apply— 

(1) to the provisions of section 502 (d) and (e) of the Federal Food, Drug, 
and Cosmetic Act, insofar as such provisions relate to any substance named 
in section 8, pereeranh second, under the heading “In the case of drugs:’’, of 
the Food and Drugs Act of June 30, 1906, as amended, or a derivative of any 
such substance; or 

(2) to the provisions of section 502 (b), (d), (e), (f), (g), and (h) of the 
Federal Food, Drug, and Cosmetic Act, insofar as such provisions relate to 
drugs to which section 505 of such Act applies. 


June 23, 1939, ch, 242, § 3, 58 Stat. 8542.2 2-28 T. 21, § 52 


Section 502 (d) of the Federal Food, Drug, and Cosmetic Act is hereby amended 
by striking out the words “name, quantity, and percentage’”’ where they appear 
therein and substituting in lieu thereof ‘‘name, and quantity or proportion”. 


June 27, 1940, ch. 437, title I, § 101 T. 21, § 265 
(part), 54 Stat. 632 


Provided, That on and after July 1, 1940, no tea, or merchandise described as 
tea, shall be examined for importation into the United States, or released by the 
Collector, under said Act unless the importer or consignee of such tea or mer- 
chandise, prior to such examination, has paid for deposit into the Treasury of 
the United States as miscellaneous receipts, a fee of 3.5 cents for each hundred- 
weight or fraction thereof of such tea and merchandise. 


July 1, 1941, ch. 269, title II (part), 55 T. 21, § 265 

Stat. 478 

Provided, That on and after July 1, 1940, no tea, or merchandise described as 
tea, shall be examined for importation into the United States,:or released by the 
Collector, under said Act, unless the importer or consignee of such tea or mer- 
chandise, prior to such examination, has paid for deposit into the Treasury of 
the United States as miscellaneous receipts, a fee of 3.5 cents for each hundred- 
weight or fraction thereof of such tea and merchandise. 


July 11, 1941, ch. 289, § 1, 55 Stat. 584__....--_-.-_._____- ee T. 21, § 769 


That (a) whoever brings on board, or has in his possession or control on board, 
any vessel of the United States, while engaged on a foreign voyage, any narcotic 
drug not constituting a part of the cargo entered in the manifest or part of the 
ship stores, shall be fined not more than $5,000 or be imprisoned for not more 
than five years, or both. 

(b) As used in subsection (a) “narcotic drug’? means any narcotic drug as now 
or hereafter defined by the Narcotic Drugs Import and Export Act, or any sub- 
stance in respect of which a tax is imposed pursuant to chapter 23 of the Internal 
Revenue Code, as amended, or pursuant to any regulations thereunder. 


July 11, 1041, oh. 360,.§ 3,- 55 Beat. Gb6inn cc nwchidesiveciwutaus Omitted 
This Act shall take effect thirty days after the date of its enactment. 
Dec. 22, 1941, ch. 613, §§ 1-3, 55 Stat. 851_.......-....-.-- T. 21, §§ 31, 52, 56 


That section 301 (i) of the Federal Food, Drug, and Cosmetic Act, of June 25, 
1938, as amended, is amended by inserting “‘506,’”’ before the phrase “‘or 604.” at 
the end thereof. 

Sec. 2. Section 502 of such Act, as amended, is amended by inserting a new 

ragraph at the end thereof, as follows: 

“‘(k) If it is, or purports to be, or is represented as a drug composed wholly or 
partly of insulin, unless (1) it is from a batch with respect to which a certificate or 
release has been issued pursuant to section 506, and (2) such certificate or release 
is in effect with respect to such drug.” 

Sec. 3. Chapter V of such Act, as amended, is amended by adding a new section 
at the end thereof, as follows: 


“CERTIFICATION OF DRUGS CONTAINING INSULIN 


“Sec. 506. (a) The Federal Security Administrator, pursuant to regulations 
promulgated by him, shall provide for the certification of batches of drugs com- 
posed wholly or partly of insulin. A batch of any such drug shall be certified if 
such drug has such characteristics of identity and such batch has such character- 
istics of strength, quality, and purity, as the Administrator prescribes in such 
regulations as necessary to adequately insure safety and efficacy of use, but shall 
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not otherwise be certified. Prior to the effective date of such regulations the Ad- 
ministrator, in lieu of certification, shall issue a release for any batch which, in 
his judgment, may be released without risk as to the safety and efficacy of its use. 
Such release shall prescribe the date of its expiration and other conditions under 
which it shall cease to be effective as to such batch and as to portions thereof. 

“(b) Regulations providing for such certification shall contain such provisions 
as are necessary to carry out the purposes of this section, including provisions 
prescribing (1) standards of identity and of strength, quality, and purity; (2) tests 
and methods of assay to determine compliance with such standards; (3) effective 
periods for certificates, and other conditions under which they shall cease to be 
effective as to certified batches and as to portions thereof; (4) administration 
and procedure; and (5) such fees, specified in such regulations, as are necessary 
to provide, equip, and maintain an adequate certification service. Such regu- 
lations shall prescribe no standard of identity or of strength, quality, or purity 
for any drug different from the standard of identity, strength, quality, or purity 
set forth for such drug in an official compendium. 

“‘(c) Such regulations, insofar as they prescribe tests or methods of assay to 
determine strength, quality, or purity of any drug, different from the tests or 
methods of assay set forth for such drug in an official compendium, shall be 
prescribed, after notice and opportunity for revision of such compendium, in the 
manner provided in the second sentence of section 501 (b). The provisions of 
subsections (e), (f), and (g) of section 701 shall be applicable to such portion of 
any regulation as prescribes any such different test or method, but shall not be 
applicable to any other portion of any such regulation.” 


Dec. 22, 1941, ch. 613, § 4, 55 Stat. 852_.......-.--....----------- Omitted 


Regulations initially prescribed under section 506 of such Act, as amended, 
shall be promulgated and made effective within forty-five days after the date of 
enactment of this Act. 


Dec. 11, 1942, ch. 720, §§ 1-14, 56 Stat. T. 21, §§ 711, 811-821 
1045-1049 


That it is the purpose of this Act (1) to discharge more effectively the obligations 
of the United States under the International Opium Convention of 1912, and the 
Convention for Limiting the Manufacture and Regulating the Distribution of 
Narcotic Drugs of 1931; (2) to promote the public health and the general welfare; 
(3) to regulate interstate and foreign commerce in opium poppies; and (4) to 
safeguard the revenue derived from taxation of opium and opium products. 

Sec. 2. For the purpose of this Act— 

(a) The term ‘‘person” includes a partnership, company, association, or 
corporation, as well as a natural person or persons. 

(b) The terms ‘‘produce” or “production” include the planting, cultivation, 
growth, harvesting, and any other activity which facilitates the growth of the 
opium poppy. 

(c) The term “opium poppy” includes the plant Papaver somniferum, any 
other plant which is the source of opium or opium products, and any part of any 
such plant. 

(d) The term “opium” includes the inspissated juice of the opium poppy, in 
crude or refined form. 

(e) The term “opium products” includes opium and all substances obtainable 
from opium or the opium poppy, except the seed thereof. 

Sec. 3. It shall be unlawful for any person who is not the holder of a license 
authorizing him to produce the opium poppy, duly issued to him by the Secretary 
of the Treasury in accordance with the provisions of this Act, to produce or 
attempt to produce the opium poppy, or to permit the production of the opium 
poppy in or upon any place owned, occupied, used, or controlled by him. 

Sec. 4. (a) Except as otherwise provided in section 7: (1) it shall be unlawful 
for any person who is not the holder of a license authorizing him to produce the 
opium poppy or to manufacture opium or opium products, duly issued to him 
by the Seeretary of the Treasury in accordance with the provisions of this Act, 
to purchase or in any other manner obtain the opium poppy: and (2) it shall be 
unlawful for any person to sell, transfer, convey any interest in, or give away 
the opium poppy to any person not so licensed. 

(b) It shall be unlawful for any person who is not the holder of a license authoriz- 
ing him to manufacture opium or opium products, duly issued to him by the 
Secretary of the Treasury in accordance with the provisions of this Act, to manu- 
facture, compound, or extract opium or opium products from the opium poppy. 
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Suc. 5. It’shall be unlawful for any person who is not the holder of a license 
authorizing him to produce the opium poppy or to manufacture opium or opium 
products, duly issued to him by the Secretary of the Treasury in accordance with 
the provisions of this Act, to send, ship, carry, transport, or deliver any opium 
poppies within any State, Territory, the District of Columbia, the Canal Zone, 
or insular possession of the United States, or from any State, Territory, the 
District of Columbia, the Canal Zone, or insular possession of the United States, 
into any other State, Territory, the District of Columbia, the Canal Zone, or 
insular possession of the United States: Provided, That nothing contained in this 
section shall apply to any common carrier engaged in transporting opium poppies 
pursuant to an agreement with a person duly licensed under the provisions of 
this Act as a producer of the opium poppy, or as a manufacturer of opium or 
opium products, or to any employee of any person so licensed while acting within 
the scope of his employment. 

Sec. 6. (a) Any person who desires to procure a license to produce the opium 
oppy, or to manufacture opium or opium products, shall make application there- 
or in such manner and form as the Secretary of the Treasury shall by rules and 

regulations prescribe. 

(Ib) A license to produce the opium poppy shall be issued only to a person who, 
in the opinion of the Secretary of the Treasury, is determined to be a person (1) of 
good moral character; (2) of suitable financial standing and farming experience; 
(3) who owns or controls suitable farm land to be used as a production area, in 
such locality, as will, in the judgment of the Secretary of the Treasury, render 
reasonably probable the efficient and diligent performance of the operations of 
producing the opium poppy in appropriate number and qualitv; and (4) who 
coniplies with such additional requirements as the Secretary of the Treasury 
shall deem and prescribe as reasonably necessary for the controlled production 
and distribution of the opium poppy. Each such license shall be nontransferable 
and shall be valid only to the extent of the production area and maximum weight 
of opium poppy yield specified in the license, shall state the locality of the produe- 
tion area, and shall be effective for a period of one year from the date of issue and 
may be renewed, in the discretion of the Secretary of the Treasury, for a like 

riod. 

(c) A license to manufacture opium or opium products shall be issued only to 
a person who, in the opinion of the Secretary of the Treasury, is determined to 
be a person (1) of good moral character; (2) who possesses a method and facilities, 
deemed satisfactory to the Secretary of the Treasury, for the efficient and eco- 
nomical extraction of opium or opium products; (3) who has such experience in 
manufacturing and marketing other medicinal drugs as to render reasonably 
probable the orderly and lawful distribution of opium or opium products of 
suitable quality to supply medical and scientific needs; and (4) who complies with 
such additional requirements as the Secretary of the Treasury shall deem and 
prescribe as reasonably necessary for the controlled production, manufacture, and 
distribution of the opium poppy, opium, or opium products. Such license shall 
be nontransferable, shall state the maximum quantity of opium poppies pur- 
chasable or obtainable thereunder, and shall be effective for a period of one vear 
from the date of issue and may be renewed, in the discretion of the Secretary of 
the Treasury, for a like period. 

(d) All licenses issued under this Act shall be limited to such number, localities, 
and areas as the Secretary of the Treasury shall determine to be appropriate to 
supply the medical and scientific needs of the United States for opium or opium 
products, with due regard to provision for reasonable reserves: Provided, however, 
That nothing contained in this Act shall be construed as requiring the Secretary 
of the Treasury to issue or renew any license or licenses under the provisions of 
this Act. 

(e) The Secretary of the Treasury may revoke or refuse to renew any license 
issued under this Act, if, after due notice and opportunity for hearing, he finds 
such action to be in the public interest, or finds that the licensee has failed to 
maintain the requisite qualifications. 

Sec. 7. It shall be unlawful for any person to sell, transfer, convey any interest 
in, or give away, except to a person duly licensed under this Act, or for any un- 
licensed person to purchase or otherwise obtain, opium poppy seed for the purpose 
of opium poppy production: Provided, That the seed obtained from opium poppies 
produced by licensed producers may be sold or transferred by such producers to 
unlicensed persons, and may thereafter be resold or transferred, for ultimate con- 
sumption as a spice seed or for the manufacture of oil. 
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Sec. 8. (a) Any opium poppies which have been produced or otherwise ob- 
tained heretofore, and which may be produced or otherwise obtained hereafter in 
violation of any of the provisions of this Act, shall be seized by and forfeited to 
the United States. 

(b) The failure, upon demand by the Secretary of the Treasury, or his duly 
authorized agent, of the person in occupancy or control of land or premises upon 
which opium poppies are being produced or stored to produce an appropriate 
license, or proof that he is the holder thereof, shall constitute authority for the 
seizure and forfeiture of such opium poppies. 

(c) The Secretary of the Treasury, or his duly authorized agent, shall have 
authority to enter upon any land (but not a dwelling house, unless pursuant to a 
search warrant issued according to law) where opium poppies are being produced 
or stored, for the purposes of enforcing the provisions of this Act. 

(d) Any opium poppies, the owner or owners of which are unknown, seized by 
or coming into the possession of the United States in the enforcement of this Act 
shall be forfeited to the United States. 

(e) The Secretary of the Treasury is hereby directed to destroy any opium 
poppies seized by and forfeited to the United States under this section, or to 
deliver for medical or scientific purposes such opium poppies to any department, 
bureau, or other agency of the United States Government, upon proper applica- 
a therefor under such regulations as may be prescribed by the Secretary of the 

reasury. 

Sec. 9. (a) Nothing in this Act shall be construed to repeal any provisions of 
the Internal Revenue Code, except that the provisions of subchapter A of chapter 
23, and part V of subchapter A of chapter 27 of the Internal Revenue Code, shall 
not apply to the production, sale, or transfer of opium poppies, when such opium 
poppies are lawfully produced, sold, or transferred by persons duly licensed under 
this Act in conformity with the provisions of this Act and the regulations issued 
pursuant thereto. 

(b) Nothing in this Act shall be construed to repeal any provision of the Nar- 
cotic Drugs Import and Export Act, as amended (U.S. C., title 21, sees. 171-184): 
Provided, That the Secretary of the Treasury is hereby authorized to limit further 
or to prohibit entirely the importation or bringing in of crude opium, to the extent 
that he shall find the medical and scientifie needs of the United States for opium 
or opium products are being, or can be, supplied by opium poppies produced in 
accordance with this Act. 

Sec. 10. (a) It shall be the duty of the Secretary of the Treasury, whenever in 
his opinion the medical and scientific needs of the Nation will not be met by im- 
portation or licensed production, to provide for the acquisition of opium poppy 
seed, for the production of the opium poppy, for the manufacture of opium or 
opium products, and for the use, sale, giving away, or other proper distribution of 
opium poppy seed, opium poppies, opium, or opium products by the United States 
Government either directly or through and with the approval of the head of any 
agency of the Government, including any Government-owned or controlled cor- 
poration. 

(b) None of the prohibitions contained in this Act shall apply to any officer or 
employee of the United States Treasury Department, who in the performance of 
his official duties and within the scope of his authority engages in any of the busi- 
nesses or activities berein described, nor to any other officer or employee of the 
United States Government, who in the performance of his official duties, within the 
scope of his authority and with the approval of the Secretary of the Treasury, 
engages in any of the businesses or activities herein described. 

Sec. 11. (a) It shall be the duty of the Secretary of the Treasury to enforce 
the provisions of this Act, and he is hereby authorized to make, prescribe, and 
publish all necessary rules and regulations for carrying out the provisions hereof, 
and to confer or impose any of the rights, privileges, powers, and duties conferred 
or imposed upon him by this Act upon such officers or employees of the Treasury 
Department as he shall designate or appoint. 

(b) It shall be the duty of the other departments, bureaus, and independent 
establishments, and particularly the Bureau of Plant Industry in the Department 
of Agriculture, when requested by the Secretary of the Treasury, to furnish such 
a including technical advice, as will aid in carrying out the purposes of 
this Act. . 

Sec. 12. The provisions of this Act shall apply to the several States, the Dis- 
trict of Columbia, the Territory of Alaska, the Territory of Hawaii, the Canal 
Zone, Puerto Rico, and the other insular possessions of the United States. 
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Suc. 13. (a) Any person who violates any provision of this Act shall be guilty 
of a felony ana upon conviction thereof, be fined not more than $2,000, or im- 
prisoned not more than five years, or both, in the discretion of the court. 

(b) Any person who willfully makes, aids, or assists in the making of, or pro- 
cures, counsels, or advises in the preparation or presentation of, a false or fraudu- 
lent statement in any application for a license under the provisions of this Act 
shall (whether or not such false or fraudulent statement is made by or with the 
knowledge or consent of the person authorized to present the application) be 
guilty of a misdemeanor, and, upon conviction thereof, be fined not more than 
$2,000 or imprisoned for not more than one year, or both. 

Suc, 14. It shall not be necessary to negative any exemptions set forth in this 
Act in any complaint, information, indictment, or other writ or proceeding laid or 
brought under this Act and the burden of proof of any such exemption shall be 
upon the defendant. In the absence of the production of an appropriate license 
by the defendant, he shall be presumed not to have been duly licensed in accord- 
ance with this Act and the burden of proof shall be on the defendant to rebut such 
presumption. 


Dee. 11, 1942, ch. 720, §§ 15, 16, 56 Omitted 
Stat. 1049 


Suc. 15. If any provision of this Act, or the application of such provision to 
any circumstance, shall be held invalid, the validity of the remainder of the Act 


and the applicability of such provision to other persons or circumstances shall 
not be affected thereby. 


Sec. 16. This Act shall take effect on the sixtieth day after its enactment. 


Dec. 11, 1942, ch. 720, § 17, 56 Stat. T. 21, § 822 
1049 
The Act may be cited as the ‘‘Opium Poppy Control Act of 1942.” 

July 12, 1943, ch. 221, title II, § 1, 57 T. 21, §§ 31, 49 
Stat. 500 


* * * which may hereafter be cited as section 702A of the Federal Food, 
Drug, and Cosmetic Act, * * ¥*, 


iat SC, Oh, 70; Os POR nok a kins ca ececsdinkeneoanqeenes T. 21, § 21 


That for the purposes of the Federal Food, Drug, and Cosmetic Act of June 
26, 1938 (ch. 675, sec. 1, 52 Stat. 1040), nonfat dry milk solids or defatted milk 
solids is the product resulting from the removal of fat and water from milk, and 
contains the lactose, milk proteins, and milk minerals in the same relative pro- 

ortions as in the fresh milk from which made. It contains not over 5 per centum 
y weight of moisture. The fat content is not over 1% per centum by weight 
unless otherwise indicated. 

The term “milk,” when used herein, means sweet milk of cows, 


Sept. 21, 1944, ch. 412, title I, § 101 (a), T. 21, § 552 
58 Stat. 734 


Sec. 101. (a) The Act of May 29, 1884 (23 Stat. 31), as amended, is further 
amended by adding a new section thereto, to be designated section 11: 

“Sec. 11. The Secretary of Agriculture, either independently or in cooperation 
with States or political subdivisions thereof, farmers’ associations, and similar 
organizations, and individuals, is authorized to control and eradicate tuberculosis 
and paratuberculosis of animals, avian tuberculosis, Bang’s disease of cattle, 
southern cattle ticks, hog cholera and related swine diseases, scabies in sheep and 
cattle, dourine in horses, and contagious or infectious diseases of animals (such as 
foot-and-mouth disease, rinderpest, and contagious pleuropneumonia) which in 
the opinion of the Secretary constitute an emergency and threaten the livestock 
industry of the country, including the purchase and destruction of diseased or 
exposed animals (including poultry), or the destruction of such animals and the 
payment of indemnities therefor, in accordance with such regulations as the 
Secretary may prescribe. As used in this section, the term ‘State’ includes the 
District of Columbia and the Territories and possessions of the United States.” 

(b) The Secretary of Agriculture is authorized to cooperate with State author- 
ities in the administration of regulations for the improvement of poultry, poultry 
products, and hatcheries. 

(c) The Secretary of Agriculture upon application of any exporter, importer, 
packer, or owner of, or the agent thereof, or dealer fn, livestock, hides, skins, meat, 
or other animal products may, in his discretion, causé to be made inspections and 
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examinations at places other than the headquarters of inspectors for the con- 
venience of said applicants, who may be charged for the expenses of travel and 
subsistence incurred for such inspections and examinations, the funds derived 
from such charges to be deposited in the Treasury of the United States to the 
credit of the appropriation from which the expenses are paid. 

(d) The Secretary of Agriculture may purchase in the open market from appli- 
cable appropriations samples of all tuberculin, serums, antitoxins, or analogous 
products, of foreign or domestic manufacture, which are sold in the United States, 
for the detection, prevention, treatment, or cure of diseases of domestic animals, 
test the same, and disseminate the results of said tests in such manner as he may 
deem best. 

(e) Fees shall be charged for all diagnoses in connection with rabies, except 
those performed for agencies of the United States Government, in such amounts 
as the Secretary shall prescribe, and such fees shall be covered into the Treasury 
as miscellaneous receipts. 

(f) The Secretary of Agriculture is authorized to expend appropriations for 
meat inspection for the purchase of printed tags, labels, stamps, and certificates 
without regard to existing laws applicable to public printing. 

(zg) There are hereby authorized to be appropriated for the purposes of this 
section such sums as the Congress may from time to time determine to be neces- 
sary. 


July 6, 1945, ch. 281, §§ 1-3, 59 Stat. 463, T. 21, $§ 31, 52, 57, 

464 

That section 301 (i) of the Federal Food, Drug, and Cosmetie Act of June 25, 
1938 (21 U. S. C. 301 and the following), as amended, is amended by inserting 
507” after ‘506,”’. 

Sec. 2. Section 502 of such Act, as amended, is amended by adding a new 
paragraph at the end thereof, as follows: 

“‘(1) If it is, or purports to be, or is represented as a drug composed wholly or 
partly of any kind of penicillin or any derivative thereof, unless (1) it is from a 
batch with respect to which a certificate or release has been issued pursuant to 
section 507, and (2) such certificate or release is in effect with respect to such drug: 
Provided, That this paragraph shall not apply to any drug or class of drugs 
exempted by regulations promulgated under section 507 (c) or (d).”’ 

Sec. 3. Chapter V of such Act, as amended, is amended by adding a new section 
at the end thereof, as follows: 


“CERTIFICATION OF DRUGS CONTAINING PENICILLIN 


“Sec. 507. (a) The Federal Security Administrator, pursuant to regulations 
promulgated by him, shall provide for the certification of batches of drugs com- 
posed wholly or partly of any kind of penicillin or any derivative thereof. A batch 
of any such drug shall be certified if such drug has such characteristics of identity 
and such batch has such characteristics of strength, quality, and purity, as the Ad- 
ministrator prescribes in such regulations as necessary to adequately insure safety 
and efficacy of use, but shall not otherwise be certified. Prior to the effective 
date of such regulations the Administrator, in lieu of certification, shall issue 
a release for any batch which, in his judgment, may be released without risk 
as to the safety and efficacy of its use. Such release shall prescribe the date of 
its expiration and other conditions under which it shall cease to be effective as to 
such batch and as to portions thereof. 

“(b) Regulations providing for such certifications shall contain such provisions 
as are necessary to carry out the purposes of this section, including provisions 
prescribing (1) standards of identity and of strength, quality, and purity; (2) tests 
and methods of assay to determine compliance with such standards; (3) effective 
Laeger for certificates, and other conditions under which they shall cease to 

effective as to certified batches and as to portions thereof; (4) administration 
and procedure; and (5) such fees, specified in such regulations, as are necessary 
to provide, equip, and maintain an adequate certification service. Such regula- 
tions shall prescribe only such tests and methods of assay as will provide for cer- 
tification or rejection within the shortest time consistent with the purposes of this 
section. 

“*(e) Whenever in the judgment of the Administrator, the requirements of this 
section and of section 502 (1) with respect to any drug or class of drugs are not 
necessary to insure safety and efficacy of use, the Administrator shall promulgate 
regulations exempting such drug or class of drugs from such requirements. 
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“(d) The Administrator shall promulgate regulations exempting from any re- 
quirement of this section and of seetion 502 (1), (1) drugs which are to be stored, 
processed, labeled, or repacked at establishments other than those where manu- 
factured, on condition that such drugs comply with al! such requirements upon 
removal from such establishments; (2) drugs which conform to applicable stand- 
ards of identity, strength, quality, and purity prescribed by these regulations 
and are intended for use in manufacturing other drugs; and (3) drugs which are 
intended solely for investigational use by experts qualified by scientific training 
and experience to investigate the safety and efficacy of drugs. 

“(e) No drug which is subject to section 507 shall be deemed to be subject to 
any provision of section 505. Compliance of any drug subject to section 502 (1) 
or 507 with sections 501 (b) and 502 (g) shall be determined by the application of 
the standards of strength, quality, and purity, the tests and methods of assay, 
and the requirements of packaging and labeling, respectively, prescribed by regula- 
tions promulgated under section 507. 

“(f) Any interested person may file with the Administrator a petition proposing 
the issuance, amendment, or repeal of any regulation contemplated by this section, 
The petition shall set forth the proposal in general terms and shall state reasonable 
grounds therefor. The Administrator shall give public notice of the proposal 
and an opportunity for all interested persons to present their views thereon, orally 
or in writing, and as soon as practicable thereafter shall make public his action 
upon such proposal. At any time prior to the thirtieth day after such action is 
made public any interested person may file objections to such action, specifying 
with particularity the changes desired, stating reasonable grounds therefor, and 
requesting a public hearing upon such objections. The Administrator shall 
thereupon, after due notice, hold such public hearing. As soon as practicable 
after completion of the hearing, the Administrator shall by order make public 
his action on such objections. The Administrator shall base his order only on 
substantial evidence of record at the hearing and shall set forth as part of the 
order detailed findings of fact on which the order is based. The order shall be 
subject to the provisions of section 701 (f) and (g).” 


Fobsi'28;1947, ch: &, $§ 2-8; Ol Stat. F, 6.0.2. 2. nc dese eee T. 21, § 555 


That the Secretary of Agriculture is authorized to cooperate with the Govern- 
ment of Mexico in carrying out operations or measures to eradicate, suppress, or 
control, or to prevent or retard, foot-and-mouth disease or rinderpest in Mexico 
where he deems such action necessary to protect the livestock and related indus- 
tries of the United States. In performing the operations or measures herein au- 
thorized, the Government of Mexico shall be responsible for the authority neces- 
sary to carry out such operations or measures on all lands and properties in Mexico 
and for such other facilities and means as in the discretion of the Secretary of Agri- 
culture are necessary. The measure and character of cooperation carried out 
under this Act on the part of the United States and on the part of the Government 
of Mexico, including the expenditure or use of funds appropriated pursuant to 
this Act, shall be such as may be prescribed by the Secretary of Agriculture. 
Arrangements for the cooperation authorized by this Act shall be made through 
and in consultation with the Secretary of State. The authority contained in this 
Act is in addition to and not in substitution for the authority of existing law. 

Sec. 2. For purposes of this Act, funds appropriated pursuant thereto may also 
be used for the purchase or hire of passenger motor vehicles and aircraft, for print- 
ing and binding without regard to section 87 of the Act of January 12, 1895, or 
section 11 of the Act of March 1, 1919 (U. 8. C., title 44, see. 111), for personal 
services in the District of Columbia and elsewhere without regard to the limitations 
contained in section 607 (g) of the Federal Employees Pay Act of 1945, as amended, 
including the employment of civilian nationals of Mexico, and for the construc- 
tion and operation of research laboratories, quarantine stations and other buildings 
and facilities. 

Sec. 3. Thirty days after the enactment of this Act, and every thirty days there- 
after, the Secretary of Agriculture shall make a report to the Congress with respect 
to the activities carried on under this Act. 


Feb. 36; 2967, oh.:O, 9:6 O): CeebrOescs eRe ee less Omitted 
There are authorized to be appropriated such sums as may be necessary to 

carry out this Act. 

Mar. 10, 1947, ch. 16, §§ 1-3, 61 Stat. T. 21, §§ 31, 52, 57 
11, 12 


That section 301 (j) of the Federal Food, Drug, and Cosmetic Act of June 25, 
1938, as amended (U. 8. C., 1940 edition, title 21, ch. 9), is amended by inserting 
**506, 507,” after ‘section 404, 505,”’. 
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Sec. 2. Section 502 (1) of su heAct, as amended, is amended by inserting 
‘or streptomycin”’ after ‘‘ penicillin’. 

Sec. 3. The heading of section 507 of such Act, as amended, is amended by 
inserting ‘OR STREPTOMYCIN” after ‘PENICILLIN’; and the first sentence of 
subsection (a) of such section 507 is amended by inserting “or streptomycin” 
after “penicillin’’. 

July 30, 1947, ch. 356, title I, § 1 (part), T. 21, § 504 

61 Stat. 531, 532 


Meat inspection: For carrying out the provisions of laws relating to Federal 
inspection of meat and meat-food products, $5,000,000, for deposit in the 
Treasury of the United States as a working capital fund, without fiscal year 
limitation, to be designated as the ‘‘ Meat inspection fund’’, which shall be avail- 
able for all expenses necessary to furnish an adequate and efficient inspection 
or service, and hereafter every person, firm, public agency, or other organization 
furnished inspection or service under said laws, including inspection of meat and 
meat-food products offered for import or export and the inspection of horse 
meat and horse-meat products, shall pay the United States therefor in accordance 
with regulations prescribed by the Secretary of Agriculture and at rates and fees 
to be fixed by him, which payments, to be deposited in the meat-inspection fund, 
shall provide full reimbursement for the estimated cost attributable to the furnish- 
ing of such inspection or service, including scientific and technical investigations 
and laboratory services; investigations relating to violations of, and authorized 
exemptions under, the laws relating to Federal meat inspeetion; supervisory, 
administrative, statistical, business management, and other costs; personal 
services in the District of Columbia and elsewhere, without regard to section 
607 of the Federal Employees’ Pay Act of 1945, as amended; ent in the District 
of Columbia and elsewhere; purchase and hire of passenger nm otor vehicles; print- 
ing and binding, including the purchase of printed tags, labels, stamps, and 
certificates as authorized by the Act of September 21, 1944 (7 U. 8. C., 431); and 
other necessary expenses: Previded, That the Secretary of Agriculture may 
require advance payment, posting of bonds, or other assurence of payment, in 
order to protect the interests of the United States, and nev withhold or with- 
draw such inspection or service for nonpayment of charges or fees, or failure to 
provide the required assurance of payment: Provided further, That inspection or 
other technical services may be rendered to Government and other publie agencies, 
upon request, under the terms and conditions herein provided: Provided further, 
That a schedule of obligations and reimbursements of the meat-inspection fund. 
as of the close of the last completed fiscal year, and as estimated for the current 
and ensuing fiscal years, shall be included in the Budget as submitted to Congress 
annually: And provided further, That payments shall be made for inspection or 
service rendered on and after July 1, 1947. 


Apr. 24, 1048, eh. 229, 62 Stat. 198..._...........--...-_-.....-- T. 21, § 553 


That the Act of May 29, 1884 (23 Stat. 31), as amended, is hereby amended by 
adding a new section 12 reading as follows: 

“Sec. 12. The Secretary of Agriculture is authorized to establish research labo- 
ratories, including the acquisition of necessary land, buildings, or facilities, and 
also the making of research contracts under the authority contained in section 
10 (a) of the Bankhead-Jones Act of 1935, as amended by the Research and 
Marketing Act of 1946, for research and study, in the United States or elsewhere, 
of foot-and-mouth disease and other animal diseases which in the opinion of the 
Secretary constitute a threat to the livestock industry of the United States: 
Provided, That no live virus of foot-and-mouth disease may be introduced for any 
purpose into any part of the mainland of the United States except coastal islands 
separated therefrom by waters navigable for deep-water navigation and which 
shall not be connected with the mainland by any tunnel, and except further, that 
in the event of outbreak of foot-and-mouth disease in this country, the Secretary 
of Agriculture may, at his discretion, permit said virus to be brought into the 
United States under adequate safeguards. To carry out the provisions of this 
section, the Secretary is authorized to employ technical experts or scientists 
without regard to the Classification Act: Provided, That the number so employed 
shall not exceed five and that the maximum compensation for each shall not 
exceed $15,000 per annum. There is hereby authorized to be appropriated such 
sums as Congress may deem necessary; in addition, the Secretary is authorized to 
utilize, in carrying out this section, funds otherwise available for the control or 
eradication of such diseases.” 
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June 5, 1948, ch. 423, 62 Stat. 344... ...-.--4--.--2.-2- 222 ese T. 21, § 504 


That the cost of inspection rendered on and after July 1, 1948, under the re- 
quirements of laws relating to Federal inspection of meat and meat food products 
shall be borne by the United States except the cost of overtime pursuant to the 
Act of July 24, 1919 (7 U. 8. C. 394). 


— 1948, ch. 477, §§ 1, 2, 62 Stat. T. 21, § 556 
5 


That in order to protect, promote, and conserve livestock and livestock products 
and to minimize losses, the Secretary of Agriculture, either independently or in 
cooperation with States or subdivisions thereof, farmers’ associations, and other 
organizations and individuals, it is authorized to increase and intensify research 
and investigations into problems and methods relating to the eradication of cattle 
grubs and to undertake measures to eradicate these parasites. 

Sec. 2. As used in this Act, the term “State’’ includes the District of Columbia 
and the Territories and possessions of the United States. There is hereby 
authorized to be appropriated such sums as may be necessary to carry out this 
Act. Funds appropriated pursuant to this Act shall be expended in accordance 
with procedures prescribed by the Secretary. 


June 24, 1948, ch. 613, §§ 1, 2, 62 Stat. ' T. 21, §§ 31, 34 
582 


That subsection (k) of section 301 of the Federal Food, Drug, and Cosmetic 
Act, as amended (21 U.S. C. 331 (k)), is amended to read as follows: 

“(k) The alteration, mutilation, destruction, obliteration, or removal of the 
whole or any part of the labeling of, or the doing of any other act with respect to, 
a food, drug, device, or cosmetic, if such act is done while such article is held for 
sale (whether or not the first sale) after shipment in interstate commerce and 
results in such article being adulterated or misbranded.”’ 

Src. 2. Subsection (a) of section 304 of such Act, as amended (21 U.S. C. 
334 (a)), is amended by inserting immediately after the words ‘‘when introduced 
into or while in interstate commerce” the following: ‘‘or while held for sale 
(whether or not the first sale) after shipment in interstate commerce’’. 


dtine- 25-1948, ch. 046.66; -62' Bint: GGG. coe eel lS Omitted 


Section 3 of the Act approved February 23, 1887 (chapter 210, 24 Stat. 409, 
410; 21 U.S. C., section 193), is amended by striking out the present third sentence 
thereof, and by striking out the final sentence thereof and substituting in lieu of 
such final sentence the following: 

“Every package of opium or package containing opium, either in whole or in 
part, brought, taken, or transported, trafficked, or dealt in contrary to the pro- 
baton of this section, shall be forfeited to the United States, for the benefit of 

hina.” 


July 13, 1949, ch. 305, §§ 1, 2, 63 Stat. T. 21, §§ 52, 57 

409, 410 

That section 502 (1) of the Federal Food, Drug, and Cosmetic Act of June 25, 
1938, as amended (U.S. C., 1946 edition, title 21, ch. 9), is amended by deleting 
the word ‘“‘or” preceding the word “streptomycin” and inserting in lieu thereof a 
comma and by inserting after the word “streptomycin” the following: “, aureo- 
mycin, chloramphenicol, or bacitracin,”’. 

Sec. 2. (a) The heading of section 507 of such Act, as amended, is amended by 
deleting the word ‘‘or” preceding the word “‘strREPTOMYCIN’’ and inserting in 
lieu thereof a comma and by adding at the end of such heading the following: 
«| AUREOMYCIN, CHLORAMPHENICOL, OR BACITRACIN”. 

(b) The first sentence of subsection (a) of such section 507 is amended by delet- 
ing the word “‘or’”’ preceding the word “‘streptomycin”’ and inserting in lieu thereof 
a comma and by inserting after the word “streptomycin” the following: “, 
aureomycin, chloramphenicol, or bacitracin,”’. 


Oct. 18, 1949, ch. 696, §§ 1, 2, 3, 63 Stat. T. 21, §§ 81, 82 
882, 883 


That subsection (a) of section 801 of the Federal Food, Drug, and Cosmetic 
Act, as amended (21 U. 8. C. 381 (a)), is amended by striking out the period at 
the end of the second sentence and inserting in lieu thereof: “, except as provided 
in subsection (b) of this section. The Secretary of the Treasury shall cause the 
destruction of any such article refused admission unless such article is exported, 
under regulations prescribed by the Secretary of the Treasury, within ninety 
days of the date of notice of such refusal or within such additional time as may be 
permitted pursuant to such regulations.” 
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Ssc. 2. Subsection (b) of such section is amended to read: 

“‘(b) Pending decision as to the admission of an article being imported or offered 
for import, the Secretary of the Treasury may authorize delivery of such article 
to the owner or consignee upon the execution by him of a good and sufficient bond 
providing for the payment of such liquidated damages in the event of default as 
may be required pursuant to regulations of the Secretary of the Treasury. If it 
spear to the Administrator that an article included within the provisions of 
clause (3) of subsection (a) of this section can, by relabeling or other action, be 
brought into compliance with the Act or rendered other than a food, drug, device, 
or cosmetic, final determination as to admission of such article may be deferred 
and, upon filing of timely written application by the owner or consignee and the 
execution by him of a bond as provided in the preceding provisions of this sub- 
section, the Administrator may, in accordance with regulations, authorize the 
applicant to perform such relabeling or other action specified in such authorization 
(ineluding destruction or export of rejected articles ov portions thereof, as may be 
specified in the Administrator’s authorization). All such relabeling or other 
action pursuant to such authorization shall in accordance with regulations be 
under the supervision of an officer or employee of the Federal Security Agency 
designated by the Administrator, or an officer or employee of the Department of 
the Treasury designated by the Secretary of the Treasury.” 

Src. 3. Subsection (c) of such section is amended to read: 

**(c) All expenses (including travel, per diem or subsistence, and salaries of 
officers or employees of the United States) in connection with the destruction 
provided for in subsection (a) of this section and the supervision of the relabeling 
or other action authorized under the provisions of subsection (b) of this section, 
the amount of such expenses to be determined in accordance with regulations, 
and all expenses in connection with the storage, cartage, or labor with respect to 
any article refused admission under subsection (a) of this section, shall be paid 
by the owner or consignee and, in default of such payment, shall constitute a 
lien against any future importations made by such owner or consignee.” 


Mar. 16, 1950, ch. 61, §§ 3, 6, 64 Stat. 20, 22 T 21, §§ 31, 42, 48 


Sec. 3. (a) The Congress hereby finds and declares that the sale, or the serving 
in public eating places, of colored oleomargarine or colored margarine without 
clear identification as such or which is otherwise adulterated or misbranded 
within the meaning of the Federal Food, Drug, and Cosmetic Act depresses the 
market in interstate commerce for butter and for oleomargarine or margarine 
clearly identified and neither adulterated nor misbranded, and constitutes a 
burden on interstate commerce in such articles. Such burden exists, irrespective 
of whether such oleomargarine or margarine originates from an interstate source 
or from the State in which it is sold. 

(b) Section 301 of the Federal Food, Drug, and Cosmetic Act, as amended 
(21 U.S. C. 331), is amended by adding a new paragraph as follows: 

“(m) The sale or offering for sale of colored oleomargarine or colored margarine, 
or the possession or serving of colored oleomargarine or colored margarine in 
violation of sections 407 (b), or 407 (c).” 

(c) Chapter IV of such Act, as amended (21 U. 8S. C. 341 and the following), 
is amended by adding a new section as follows: 


“COLORED OLEOMARGARINE 


“Sec. 407. (a) Colored oleomargarine or colored margarine which is sold in the 
same State or Territory in which it is produced shall be subject in the same manner 
and to the same extent to the provisions of this Act as if it had been introduced in 
interstate commerce. 

‘*(b) No person shall sell, or offer for sale, colored oleomargarine or colored 
margarine unless— 

“(1) such oleomargarine or margarine is packaged, 

**(2) the net weight of the contents of any package sold in a retail establish- 
ment is one pound or less, 

(3) there appears on the label of the package (A) the word ‘oleomargarine’ 
or ‘margarine’ in type or lettering at least as large as any other type or 
lettering on such label, and (B) a full and accurate statement of all the 
ingredients contained in such oleomargarine or margarine, and 

“(4) each part of the contents of the package is contained in a wrapper 
which bears the word ‘oleomargarine’ or ‘margarine’ in type or lettering not 
smaller than 20-point type. 


64248—55-——_9 
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“‘The requirements of this subsection shall be in addition to and not in lieu of 
any of the other requirements of this Act. 

“*(¢e) No person shall possess in a form ready for serving colored oleomargarine 
or colored margarine at a public eating place unless a notice that oleomargarine or 
margarine is served is displayed prominently and conspicuously in such place 
and in such manner as to render it likely to be read and understood by the ordinary 
individual being served in such eating place or is printed or is otherwise set forth 
on the menu in type or lettering not smaller than that normally used to designate 
the serving of other food items. No person shall serve colored oleomargarine or 
colored margarine at a public eating place, whether or not any charge is made 
therefor, unless (1) each separate serving bears or is accompanied by labelin 
identifying it as oleomargarine or margarine, or (2) each separate serving thereo 
is triangular in shape. 

“(d) Colored oleomargarine or colored margarine when served with meals at a 
public eating place shall at the time of such service be exempt from the labeling 
requirements of section 403 (except (a) and 403 (f)) if it complies with the require- 
ments of subsectlon (b) of this section. 

“(e) For the purpose of this section colored oleomargarine or colored margarine is 
oleomargarine or margarine having a tint or shade containing more than one and 
six-tenths degrees of yellow, or of yellow and red collectively, but with an excess 
of yellow over red, measured in terms of Lovibond tintometer scale or its equiv- 
alent.’ 

(d) Section 402 of the Federal Food, Drug, and Cosmetic Act (21 U. 8. C. 
sec. 342) is amended by adding a new subsection (e) as follows: 

“(e) If it is oleomargarine or margarine or butter and any of the raw material 
used therein consisted in whole or in part of any filthy, putrid, or decomposed 
tt or such oleomargarine or margarine or butter is otherwise unfit for 
00 

Sec. 6. Nothing in this Act shall be construed as authorizing the possession, 
sale, or serving of colored oleomargarine, or colored margarine in any State or 
Territory in contravention of the laws of such State or Territory. 


Oct. 26, 1951, ch. 578, §§ 1, 2, 65 Stat. T. 21, §§ 33, 53 
648, 649 
That subsection (b) of section 503 of the Federal Food, Drug, and Cosmetic 
Act, as amended, is amended, to read as follows: 
““(b) (1) A drug intended for use by man which— 
**(A) is a habit-forming drug to which section 502 (d) applies; or 
“(B) because of its toxicity or other potentiality for Marmful effect, or 
the method of its use, or the collateral measures necessary to its use, is not 
safe for use except under the supervision of a practitioner licensed by law 
to administer such drug; or 
““(C) is limited by an effective application under section 505 to use under 
the professional supervision of a practitioner licensed by law to administer 
such drug, 
shall be dispensed only (i) upon a written prescription of a practitioner licensed 
by law to administer such drug, or (ii) upon an oral prescription of such prac- 
titioner which is reduced promptly to writing and filed by the pharmacist, or 
(iii) by refilling any such written or oral prescription if such refilling is authorized 
by the prescriber either in the original prescription or by oral order which is 
reduced promptly to writing and filed by the pharmacist. The act of dispensing 
a drug contrary to the provisions of this paragraph shall be deemed to be an act 
which results in the drug being misbranded while held for sale. 
(2) Any drug dispensed by filling or refilling a written or oral prescription of 
a practitioner licensed by law to administer such drug shall be exempt from the 
requirements of section 502, except paragraphs (a), (i) (2) and (3), (k), and (1), 
and the packaging requirements of paragraphs (g) and (h), if the drug bears a 
label containing the name and address of the dispenser, the serial number and 
date of the prescription or of its filling, the name of the prescriber, and if stated 
in the prescription, the name of the patient, and the directions for use and cau- 
tionary statements, if any, contained in such prescription. This exemption shall 
not apply to any drug dispensed in the course of the conduct of a business of 
dispensing drugs pursuant to diagnosis by mail, or to a drug dispensed in violation 
of paragraph (1) of this subsection. 
(8) The Administrator may by regulation remove drugs subject to section 
502 (d) and section 505 from the requirements of paragraph (1) of this subsection 
when such requirements are not necessary for the protection of the public health. 
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(4) A drug which is subject to paragraph (1) of this subsection shall be 
deemed to be misbranded if at any time prior to dispensing its label fails to bear 
the statement ‘Caution: Federal law prohibits dispensing without prescription’. 
A drug to which paragraph (1) of this subsection does not apply shal] be deemed 
to be misbranded if at any time prior to dispensing its label bears the caution 
statement quoted in the preceding sentence. 

(5) Nothing in this subsection shall be construed to relieve any person from 
any requirement prescribed by or under authority of law with respect to drugs 
now included or which may hereafter be included within the classifications stated 
in section 3220 of the Internal Revenue Code (26 U. 8. C. 3220), or to marihuana 
as defined in section 3238 (b) of the Internal Revenue Code (26 U. S. C. 3238 
(b)).” 

Sec. 2. Subsection (ce) of section 303 of the Federal Food, Drug, and Cosmetic 
Act, as amended, is amended by striking out the period at the end of clause (3) 
and inserting in lieu thereof a semicolon and the following: ‘‘or (4) for having 
violated section 301 (b), (c) or (k) by failure to comply with section 502 (f) in 
respect to an article received in interstate commerce to which neither section 503 
(a) nor section 503 (b) (1) is applicable, if the delivery or proffered delivery was 
made in good faith and the labeling at the time thereof contained the same 
directions for use and warning statements as were contained in the labeling at 
the time of such receipt of such article.” 


Oct. 26, 1951, ch. 578, § 3, 65 Stat. 649___.._-_--.-_------ ee Omitted 


Sec. 3. The provisions of this Act shall take effect six months after the date of 
its enactment. 


Oct. 30, 1951, ch. 637, §§ 1, 2, 65 Stat. T. 21, §§ 552, 564 

693, 694 

That section 11 of the Act of Congress approved May 29, 1884, entitled ‘‘An 
Act for the establishment of a Bureau of Animal Industry, to prevent the exporta- 
tion of diseased cattle, and to provide means for the suppression and extirpation 
of pleuropneumonia and other contagious diseases among domestic animals” 
21 U.S. C. 114a), is hereby amended by deleting therefrom the words “‘Bang’s 
disease of cattle”? and substituting in lieu thereof the words “brucellosis of domes- 
tic animals’’. 

Sec, 2. The said Act is hereby further amended by adding, at the end thereof, 
the following new section: 

“Sec. 13. Domestic animals which have reacted to a test recognized by the 
Secretary cf Agriculture for paratuberculosis or which, never having been vacci- 
nated for brucellosis, have reacted to a test recognized bv the Secretary of Agri- 
culture for brucellosis, may be shipped, transported, or otherwise moved from one 
State, Territory, or the District of Columbia to any other State, Territory, or the 
District of Columbia for immediate slaughter in accordance with such rules and 
reguiations as the Secretary of Agriculture may prescribe to prevent the dissemi- 
nation of said diseases from one State, Territory, or the District of Columbia to 
any other State, Territory, or the District of Columbia. The Secretary of Agri- 
culture may, in his discretion and under such rules and regulations as he may 
prescribe, permit domestic animals which have been moved from one State, 
Territory, or the District of Columbia to any other State, Territory, or the Dis- 
trict of Columbia, for breeding purposes, and which, subsequent to such move- 
ment, have reacted to a test for brucellosis or paratuberculosis recognized by the 
Secretary of Agriculture, to be reshipped in interstate commerce to the original 
owner at the point of origin.” 


Ager6 1068) eh. Gb4: OF Stat: FOr ste. el ee ee T.. 21, $52 

That section 502 (1) of the Federal Food, Drug, and Cosmetic Act (21 U.S. C., 
see. 352 (1)) is amended by striking out “aureomycin” and inserting in lieu thereof 
‘“chlortetracycline’’. 

Sec. 2. (a) The heading of section 507 of such Act (21 U. S. C., see. 357) is 
amended by striking out ‘‘avurEomycrn’”’ and inserting in lieu thereof 
“CHLORTETRACYCLINE’’” 

(b) The first sentence of subsection (a) of such section 507 is amended by strik- 
ing out “aureomycin”’ and inserting in lieu thereof ‘“‘chlortetracycline”’. 


Aug. 7, 1953, ch. 350, 67 Stat. 476, 477_._.......--..-------- T. 21, §§ 31, 34, 74 


That section 704 of the Federal Food, Drug, and Cosmetic Act, as amended (21 
U.S. C., see. 374) is amended to read as follows: 
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‘““PACTORY INSPECTION 


“Sec. 704. (a) For purposes of enforcement of this Act, officers or employees 
duly designated by the Secretary, upon presenting appropriate credentials and a 
written notice to the owner, operator, or agent in charge, are authorized (1) to 
enter, at reasonable times, any factory, warehcuse, or establishment in which food, 
drugs, devices, or cosmetics are manufactured, processed, packed, or held, for 
introduction into i ‘erstate commerce or are held after such introduction, or to 
enter any vehicle being used to transport or hold such food, drugs, devices, or 
cosmetics in interstate commerce; and (2) to inspect, at reasonable times and 
within reasonable limits and in a reasonable manner, such factory, warehouse, 
establishment, or vehicle and all pertinent equipment, finished and unfinished 
materials, containers, and labeling therein. A separate notice shall be civen for 
each such inspection, but @ notice shall not be required for ezch entry made 
during the period covered by the inspection. Each such inspection shall be 
commenced end completed with reasonable promptness. 

“‘(b) Upon completion of any such inspection of a factory, warehouse, or other 
establishment, and prior to leaving the premises, the officer or employee making 
the inspection shall give toc the owner, operator, or agent in charge a report in 
writing setting forth any conditions or practices observed by him which, in his 
judgment, indicate that any food, drug, devise, or cosmetic in such establishment 
(1) consists in whole or in part of any filthy, putrid, or decomposed substance, 
or (2) has been prepared, packed, or held under insanitary conditions whereby 
it may have become contaminated with filth, or whereby it may have been 
rendered injurious to health. A copy of such report shall be sent promptlv to 
the Secretary. 

““(c) If the officer or employee making any such inspection of a factory, ware- 
house, or other establishment has obtained any sample in the course of the in- 
spection, upon completion of the inspection and prior to leaving the premises he 
shall give to the owner, cperator, or agent in charge a receipt describing the 
samples obtained. 

**(d) Whenever in the course of any such inspection of a factory or other estab- 
lishment where food is manufactured, processed, or packed, the officer or employee 
making the inspection obtains a sample of any such food, and an analysis is made 
of such sample for the purpose of ascertaining whether such food consists in whole 
or in part of any filthy, putrid, or decomposed substance, or is otherwise unfit 
for food, a copy of the results of such analysis shall be furnished promptly to the 
owner, operator, or agent in charge.” 

Sec. 2. Section 301 of such Act (21 U. S. C., sec. 331) is amended by adding 
at the end thereof the following new paragraph: 

“‘(n) The using, in labeling, advertising cr other sales promotion of any reference 
to any report or analysis furnished in compliance with section 704.” 

Sec. 3. Section 304 (c) of such Act (21 U. S. C., sec. 334) is amended to read 
as follows: 

“‘(e) The court at any time after seizure up to a reasonable time before trial 
shall by order allow any party to a condemnation proceeding, his attorney or agent, 
to obtain a representative sample of the article seized and a true copy of the 
analysis, if any, on which the proceeding is based and the identifying marks or 
numbers, if any, of the packages from which the samples analyzed were obtained.”’ 


Aug. 8, 1953, ch. 381, 67th Stat. 493, T. 21, § 552 

That section 11 of the Act of Congress approved May 29, 1884, entitled “An 
Act for the establishment of a Bureau of Animal Industry, to prevent the exporta- 
tion of diseased cattle, and to provide means for the suppression and extirpation 
of pleuropneumonia and other contagious diseases among domestic animals” 
(21 U. 8. C. 114a) is hereby amended to read as follows: 

“Sec. 11. The Secretary of Agriculture, either independently or in cooperation 
with States or political subdivisions thereof, farmers’ associations and similar 
organizations, and individuals, is authorized to control and eradicate tuberculosis 
and paratuberculosis of animals, avian tuberculosis, brucellosis of domestic 
animals, southern cattle ticks, hog cholera and related swine diseases, scabies in 
sheep and cattle, dourine in horses, scrapie and blue tongue in sheep, incipient or 
potentially serious minor outbreaks of diseases of animals, and contagious or infec- 
tious diseases of animals (such as foot-and-mouth disease, rinderpest, and conta- 
gious pleuropneumonia) which in the opinion of the Secretary constitute an emer- 
gency and threaten the livestock industry of the country, including the purchase 
and destruction of diseased or exposed animals (including poultry), or the destruc- 
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tion of such animals and the payment of indemnities therefor, in accordance with 
such regulations as the Secretary may prescribe. As used in this section, the term 
“State’ includes the District of Columbia and the Territories and possessions of the 
United States.” 


Aug. 8, 1953, ch. 394, § 8, 67 Stat. 506.........-.....-.-.-....- T. 21, § 761 


Sec. 8. yee (a) of the first section of the Narcotic Drugs Import and 
Export Act (21 U.S. C., see. 171 (a)) is amended to read as follows: 

“(a) The term ‘narcotic drug’ shall have the meaning ascribed to the term 
‘narcotic drugs’ by section 3228 (g) of the Internal Revenue Code; the term 
‘isonipecaine’ shall have the meaning ascribed to that term by section 3228 (e) 
of such Code; and the term ‘opiate’ shall have the meaning ascribed to that term 
by section 3228 (f) of such Code.” 


Apr. 15, 1954, ch. 143, §§ 1, 2, 68 Stat. Title 21, §§ 41, 71 

54, 55. 

That section 401 of the Federal Food, Drug, and Cosmetic Act (21 U.S. C., 
sec. 341), is amended by inserting “(a)” after “Sec. 401.” and by adding at the 
end of such section the following new subsection: 

“(b) (1) Any action under subsection (a) for the issuance, amendment, or 
repeal of any regulation shal! be begun by a proposal made (A) by the Secretary 
of his own initiative, or (B) by petition of anv interested person, showing reason- 
able grounds therefor, filed with the Secretary. The Secretary shall publish 
such proposal and shall afford all interested persons an opportunity to present 
their views thereon, orally or in writing. As soon as practicable thereafter, the 
Secretary shall by order act upon such proposal and shall make such order public. 
Except as provided in a (2), the order shall become effective at such 
time as may be specified therein, but not prior to the day following the last day 
on which objections may be filed under such paragraph. 

(2) At any time prior to the thirtieth day after the date on which an order 
entered under paragraph (1) is made public, any person who will be adversely 
affected by such order if placed in effect may file objections thereto with the 
Secretary, specifying with particularity the provisions of the order deened 
objectionable, stating the grounds therefor, and requesting a public hearing upon 
such objections. Until final action upon such objections is taken by the Secre- 
tary under paragraph (3), the filing of such objections shall operate to stay the 
effectiveness of those provisions of the order to which the objections are made. 
As soon as practicable after the time for filing objections has expired the Secre- 
tary shall publish a notice in the Federal Register specifying those parts of the 
order which have been stayed by the filing of objections and, if no objections 
have been filed, stating that fact. 

**(3) As soon as practicable after such request for a public hearing, the Secre- 
tary, after due notice, shall hold such a public hearing for the purpose of receiv- 
ing evidence relevant and material to the issues raised by such objections. At 
the hearing, any interested person may be heard in person or by representative. 
As soon as practicable after completion of tne hearing, the Secretary shall by 
order act upon such objections and make such order public. Such order shall be 
based only on substantial evidence of record at such hearing and shall set forth, 
as part of the order, detailed findings of fact on which the order is based. The 
Secretary shall specify in the order the date on which it shall take effect, except 
that it shall not be made to take effect prior to the ninetieth day after its publi- 
cation unless the Secretary finds that emergency conditions exist necessitating 
an earlier effective date, in which event the Secretary shall specify in the order 
his findings as to such conditions. Such order shall be subject to the provisions 
of section 701 (f) and (g).”’ 

Sec. 2. Section 701 (e) of the Federal Food, Drug, and Cosmetic Act is 
amended by striking out “401,’’. 


July 22, 1954, ch. 558, §§ 32, 33, 68 Stat. T. 21, §§ 551, 567 

510 

Sec. 32. Section 6 of the Act of August 30, 1890 (26 Stat. 414, 416), as amended 
(21 U. 8. C., 1946 edition, sec. 104) is further amended by inserting the words 
“and the admission into the Virgin Islands’’ immediately following the word 
““Texas’’, so that such section will read as follows: 

“The importation of cattle, sheep, and other ruminants, and swine, which are 
diseased or infected with any disease, or which shall have been exposed to such 
infection within sixty days next before their exportation, is prohibited: Provided, 
That the Secretary of Agriculture, within his discretion and under such regulations 
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as he may prescribe, is authorized to permit the admission from Mexico into the 
State of Texas and the admission into the Virgin Islands of cattle which have been 
infested with or exposed to ticks upon being freed therefrom. Any person who 
shall knowingly violate the foregoing provision shall be deemed guilty of a mis- 
demeanor and shall, on conviction, be punished by a fine not exceeding $5,000, or 
by imprisonment not exceeding three years, and any vessel or vehicle used in such 
unlawful importation within the knowledge of the master or owner of such vessel or 
vehicle that such importation is diseased or has been exposed to infection as herein 
described, shall be forfeited to the United States.”’ 

Sc. 33. Section 2 of the Act of February 2, 1903 (32 Stat. 791, 792), as amended 
(21 U.8. C., 1946 edition, sec. 111), is hereby further amended by striking out the 
period and adding at the end thereof the following: ‘‘: Provided, That no such 
regulations or measures shall pertain to the introduction of live poultry into the 
Virgin Islands of the United States.” 


July 22, 1954, ch. 559, §§ 1-3, 68 Stat. 

511-517. 

That section 201 of the Federal Food, Drug, and Cosmetic Act is amended by 
adding at the end thereof the following new paragraphs: 

‘q) The term ‘pesticide chemical’ means any substance which, alone, ir 
chemical combination or in formulation with one or more other substances, is an 
‘economic poison’ within the meaning of the Federal Insecticide, Fungicide, and 
Rodenticide Act (7 U. S. C., sees. 135-135k) as now in foree or as hereafter 
amended, and which is used in the production, storage, or transportation of raw 
agricultural commodities. 

“(r) The term ‘raw agricultural commodity’ means any food in its raw o1 
natural state, including all fruits that are washed, colored, or otherwise treated 
in their unpeeled natural form prior to marketing.”’ 

Sec. 2. Clause (2) of section 402 (a) of the Federal Food, Drug, and Cosmetic 
Act is amended to read as follows: ‘‘(2) if it bears or contains any added poisonou- 
or added deleterious substance, except a pesticide chemical in or on a raw agricul- 
tural commodity, which is unsafe within the meaning of section 406, or if it is a 
raw agricultural commodity and it bears or contains a pesticide chemical which 
is unsafe within the meaning of section 408 (a): 

Sec. 3. Chapter IV of the Federal Food, Drug, and Cosmetic Act is amended 
by adding at the end thereof the following new section: 


“TOLERANCES FOR PESTICIDE CHEMICALS IN OR ON RAW AGRICULTURAL COMMODITIES 


“Sec. 408. (a) Any poisonous or deleterious pesticide chemical, or any pesti- 
cide chemical which is not generally recognized, among experts qualified by 
scientific training and experience to evaluate the safety of pesticide chemicals, 
as safe for use, added to a raw agricultural commodity, shall be deemed unsafe 
for the purposes of the application of clause (2) of section 402 (a) unless 

““(1) a tolerance for such pesticide chemical in or on the raw agricultural 
commodity has been prescribed by the Secretary of Health, Education, and 
Welfare under this section and the quantity of such pesticide chemical in 
or on the raw agricultural commodity is within the limits of the tolerance 
so prescribed; or 

“(2) with respect to use in or on such raw agricultural commodity, the 
pesticide chemical has been exempted from the requirement of a tolerance 
by the Secretary under this section. 

While a tolerance or exemption from tolerance is in effect for a pesticide cheinical 
with respect to any raw agricultural commodity, such raw agricultural commodity 
shall not, by reason of bearing or containing any added amount of such pesticide 
chemical, be considered to be adulterated within the meaning of clause (1) of 
section 402 (a). . 

“(b) The Secretary shall promulgate regulations establishing tolerances with 
respect to the use in or on raw agricultural commodities of poisonous or deleterious 
pesticide chemicals and of pesticide che nicals which are not generally recognized, 
among experts qualified by scientific training and experience to evaluate the safety 
of pesticide chemicals, as safe for use, to the extent necessary to protect the public 
health. In establishing any such regulation, the Secretary shall give appropriate 
consideration, among other relevant factors, (1) to the necessity for the production 
of an adequate, wholesome, and economical food supply; (2) to the other ways in 
which the consumer may be affected by the same pesticide chemical or by other 
related substances that are poisonous or deleterious; and (3) to the opinion of the 
Secretary of Agriculture as submitted with a certification of usefulness under 
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subsection (1) of thissection. Such regulations shall be promulgated in the manner 
prescribed in subsection (d) or (e) of this section. In carrying out the provisions 
of this section relating to the establishment of tolerances, the Secretary may 
establish the tolerance applicable with respect to the use of any pesticide chemical 
in or on any raw agricultural commodity at zero level if the scientific data before 
the Secretary does not justify the establishment of a greater tolerance. 

“(c) The Secretary shall promulgate regulations exempting any pesticide 
chemical from the necessity of a tolerance with respect to use in or on any or all 
raw agricultural commodities when such a tolerance is not necessary to protect 
the public health. Such regulations shall be promulgated in the manner prescribed 
in subsection (d) or (e) of this section. 

*“(d) (1) Any person who has registered, or who has submitted an application 
for the registration of, an economic poison under the Federal insecticide, Fungi- 
cide, and Rodenticide Act mav file with the Secretary of Health, Education, and 
Welfare, a petition proposing the issuance of a regulation establishing a tolerance 
for a pesticide chemical which constitutes, or is an ingredient of, such economic 
poison, or exempting the pesticide chemical from the requirement of a tolerance. 
The petition shall contain data showing- 

(A) the name, chemical identity, and composition of the pesticide 
chemical; 
“(B) the amount, frequency, and time of application of the pesticide 
chemical; 
“(C) full reports of investigations made with respect to the safety of the 
pesticide chemical; 
*(])) the results of tests on the amount of residue remaining, including a 
description of the analytical methods used; 
“(E) practicable methods for removing residue which exceeds any pro- 
posed tolerance; 
““(F) proposed tolerances for the pesticide chemical if tolerances are pro- 
posed; and 
“*(G) reasonable grounds in support of the petition. 
Samples of the pesticide chemical sha'l be furnished to the Secretary upon request. 
Notice of the filing of such petition shall be published in genera! terms by the 
Secretary within thirty days after filing. Such notice shall include the analytical 
methods available for the determination of the residue of the pesticide chemical 
for which a tolerance or exemption is proposed. 

“(2) Within ninety deys after a certification of usefulness by the Secretary of 
Agriculture under subsection (1) with respect to the pesticide chemical named in 
the petition, the Secretary of Health, Education, and Welfare shall, after giving 
due consideration to the data submitted in the petition or otherwise before him, 
by order make public a regulation — 

“(A) establishing a tolerence for the pesticide chemical named in the 
petition for the purposes for which it is so certified as useful, or 
“(B) exempting the pesticide chemical from the necessity of a tolerance 
for such purposes, 
unless within such ninety-day period the person filing the petition requests that 
the petition be referred to an advisory committee or the Secretary within such 
period otherwise deems such referral necessary, in either of which events the pro- 
visions of paragraph (3) of this subsection sha'l apply in lieu hereof. 

“*(3) In the event that the person filing the petition requests, within ninety 
days after a certification of usefulness by the Secretary of Agriculture under 
subsection (1) with respect to the pesticide chemical named in the petition, that 
the petition be referred to an advisory committee, or in the event the Secretary 
of Health, Education, and Welfare within such period otherwise deems such 
referral necessary, the Secretary of Health, Education, and Welfare shall forth- 
with submit the petition and other data before him to an advisory committee to 
be appointed in accordance with subsection (g) of this section. As soon as prac- 
ticable after such referral, but not later than sixty days thereafter, unless extended 
as hereinafter provided, the committee shall, after independent study of the data 
submitted to it by the Secretary and other data before it, certify to the Secretary 
a report and recommendations on the proposal in the petition to the Secretary, 
together with all underlying data and a statement of the reasons or basis for the 
recommendations. The sixty-day period provided for herein may be extended 
by the advisory committee for an additional thirty days if the advisory committee 
deems this necessary. Within thirty days after such certification, the Secretary 
shall, after giving due consideration to all data then before him, including such 
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report, recommendations, underlying data, and statement, by order make public 
a regulation — 
“(A) establishing a tolerance for the pesticide chemical named in the 
petition for the purposes for which it is so certified as useful; or 
“(B) exempting the pesticide chemical from the necessity of a tolerance 
for such purposes. 

““(4) The regulations published under paragraph (2) or (3) of this subsection 
will be effective upon publication. 

(5) Within thirty days after publication, any person adversely affected by a 
regulation published sre ageen to paragraph (2) or (3) of this subsection, or 
pursuant to subsection (e), may file objections thereto with the Secretary, speci- 
fying with particularity the provisions of the regulation deemed objectionable, 
stating reasonable grounds therefor, and requesting a public hearing upon such 
objections. A copy of the objections filed by a person other than the petitioner 
shall be served on the petitioner, if the regulation was issued pursuant to a petition. 
The petitioner shall have two weeks to make a written reply to the objections. 
The Secretary shall thereupon, after due notice, hold such public hearing for the 
purpose of receiving evidence relevant and material to the issues raised “by such 
objections. Any report, recommendations, underlying data, and reasons certified 
to the Secretary by an advisory committee shall be made a part of the record of 
the hearing, if relevant and material, subject to the provisions of section 7 (c) 
of the Administrative Procedure Act (5 U. S. C., sec. 1006 (c)). The National 
Academy of Sciences shall designate a member of the advisory committee to 
appear and testify at any such hearing with respect to the report and recommenda- 
tions of such committee upon request of the Secretary, the petitioner, or the 
officer conducting the hearing: Provided, That this shall not preclude any other 
member of the advisory committee from appearing and testifying at such hearing. 
As soon as practicable after completion of the hearing, the Secretary shall act 
upon such objections and by order make public a regulation. Such regulation 
shall be based only on substantial evidence of record at such hearing, including 
any report, recommendations, underlying data, and reasons certified to the 
Secretary by an advisory committee, and shall set forth detaiied findings of fact 
upon which the regulation is based. No such order shall take effect prior to the 
ninetieth day after its publication, unless the Secretary finds that emergency 
conditions exist necessitating an earlier effective date, in which event the Secre- 
tary shall specify in the order his findings as to such conditions. 

“(e) The Secretary may at any time, upon his own initiative or upon the 
request of any interested person, propose the issuance of a regulation establishing 
a tolerance for a pesticide chemical or exempting it from the necessity of a toler- 
ance. Thirty days after publication of such a proposal, the Secretary may by 
order publish a regulation based upon the proposal which shall become effective 
upon publication unless within such thirty-day period a person who has registered, 
or who has submitted an application for the registration of, an economic poison 
under the Federal Insecticide, Fungicide, and Rodenticide Act containing the 
pesticide chemical named in the proposal, requests that the proposal be referred 
to an advisory committee. In the event of such a request, the Secretary shall 
forthwith submit the proposal and other relevant data before him to an advisory 
committee to be appointed in accordance with subsection (g) of this section. 
As soon as practicable after such referral, but not later than sixty days thereafter, 
unless extended as hereinafter provided, the committee shall, after independent 
study of the data submitted to it by the Secretary and other data before it, 
certify to the Secretary a report and recommendations on the proposal together 
with all underlying data and a statement of the reasons or basis for the recom- 
mendations. The sixty-day period provided for herein may be extended by the 
advisory committee for an additional thirty days if the advisory committee 
deems this necessary. Within thirty days after such certification, the Secretary 
may, after giving due consideration to all data before him, including such report, 
recommendations, underlying data and statement, by order publish a regulation 
establishing a tolerance for the pesticide chemical named in the proposal 
exempting it from the necessity of a tolerance which shall become effective upon 
publication. Regulations issued under this subsection shall upon publication 
be subject to paragraph (5) of subsection (d). 

“(f) All data submitted to the Secretary or to an advisory committee in support 
of a petition under this section sha!l be considered confidential by the Secretary 
and by such advisory committee until publication of a regulation under paragraph 

2) or (3) of subsection (d) of this section. Until such publication, such data 
shall not be revealed to any person other than those authorized by the Secretary 
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or by an advisory committee in the carrying out of their official duties under this 
section. 

‘“(g) Whenever the referral of a petition or proposal to an advisory committee 
is requested under this section, or the Secretary otherwise deems such referral 
necessary the Secretary shall forthwith appoint a committee of competent experts 
to review the petition or proposal and to make a report and recommendations 
thereon. Each such advisory committee shall be composed of experts, qualified 
in the subject matter of the petition and of adequately diversified professional 
background selected by the National Academy of Sciences and shall include cne 
or more representatives from land-grant colleges. The size of the committee 
shall be determined by the Secretary. Members of an advisory committee shall 
receive as compensation for their services a reasonable per diem, which the 
Secretary shall by rules and regulations prescribe, for time actually spent in the 
work of the committee, and shall in addition be reimbursed for their necessary 
traveling and subsistence expenses while so serving away from their places of 
residence. The members shall not be subject to any other provisions of law 
regarding the appointment and compensation of employees of the United States. 
The Secretary shall furnish the committee with adequate clerical and other 
assistance, and shall by rules and regulations prescribe the procedure to be followed 
by the committee. 

“‘(h) ‘A person who has filed a petition or who has requested the referral of a 
proposal to an advisory committee in accordance with the provisions of this 
section, as well as representatives of the Department of Health, Education, and 
Welfare, shall have the right to consult with any advisory committee provided 
for in subsection (g) in connection with the petition or proposal. 

(i) (1) In a case of actual controversy as to the validity of any order under 
subsection (d) (5), (e), or (1) anv person who will be adversely affected by such 
order may obtain judicial review by filing in the United States Court of Appeals 
for the circuit wherein such person resides or has his principal place of business, 
or in the United States Court of Appeals for the District of Columbia Circuit, 
within sixty davs after the entry of such order, a petition praying that the order 
be set aside in whole or in part. 

(2) In the case of a petition with respect to an order under subsection (d) (5) 
or (e), a copy of the petition shall be forthwith served upon the Secretary. or 
upon any officer designated by him for that purpose, and thereupon the Secretary 
shall certify and file in the court a transcript of the proceedings and the record 
on which he based his order. Upon such filing, the court shall have exclusive 
jurisdiction to affirm or set aside the order complained of in whole or in part. 
The findings of the Secretary with respect to questions of fact shall be sustained 
if supported by substantial evidence when considered on the record as a whole, 
including any report and recommendation of an advisory committee. 

““(3) In the case of a petition with respect to an order under subsection (1), a 
copy of the petition shall be forthwith served upon the Secretary of Agriculture, 
or upon any officer designated by him for that purpose, and thereupon the Secre- 
tary shall certify and file in the court a transcript of the proceedings and the 
record on which he based his order. Upon such filing, the court shall have exclusive 
jurisdiction to affirm or set aside the order complained of in whole or in part. 
The findings of the Secretary with respect to questions of fact shall be sustained 
if supported by substantial evidence when considered on the record as a whole. 

‘“*(4) If application is made to the court for leave to adduce additional evidence, 
the court may order such additional evidence to be taken before the Secretary 
of Health, Education, and Welfare or the Secretary of Agriculture, as the case 
may be, and to be adduced upon the hearing in such manner and upon such 
terms and conditions as to the court may seem proper, if such evidence is material 
and there were reasonable grounds for failure to adduce such evidence in the 
proceedings below. The Secretary of Health, Education, and Welfare or the 
Secretary of Agriculture, as the case may be, may modify his findings as to 
the facts and order by reason of the additional evidence so taken, and shall file 
with the court such modified findings and order. 

““(5) The judgment of the court affirming or setting aside, in whole or in part, 
any order under this section shall be final, subject to review by the Supreme 
Court of the United States upon certiorari or certification as provided in section 
1254 of title 28 of the United States Code. The commencement of proceedings 
under this section shall not, unless specifically ordered by the court to the contrary, 
operate as astay of an order. The courts shall advance on the docket and expedite 
the disposition of all causes filed therein pursuant to this section. 
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“(j) The Secretary may, upon the request of any person who has obtained an 
experimental permit for a pesticide chemical under the Federal Insecticide, 
Fungicide, and Rodenticide Act or upon his own initiative, establish a temporary 
tolerance for the pesticide chemical for the uses covered by the permit whenever 
in his judgment such action is deemed necessary to protect the public health, or 
may temporarily exempt such pesticide chemical from a tolerance. In establishing 
such a tolerance, the Secretary shall give due regard to the necessity for experi- 
mental work in developing an adequate, wholesome, and economical food supply 
and to the limited hazard to the public health involved in such work when con- 
ducted in accordance with applicable regulations under the Federal Insecticide, 
Fungicide, and Rodenticide Act. 

“(k) Regulations affecting pesticide chemicals in or on raw agricultural com- 
modities which are promulgated under the authority of section 406 (a) upon the 
basis of public hearings instituted before January 1, 1953, in accordance with 
section 701 (e), shall be deemed to be regulations under this section and shall be 
subject to amendment or repeal as provided in subsection (m). 

“() The Secretary of Agriculture, upon request of any person who has 
registered, or who has submitted an application for the registration of, an economic 
poison under the Federal Insecticide, _yoweaetet and Rodenticide Act, and whose 
request is accompanied by a copy of a petition filed by such person under subsec- 
tion (d) (1) with respect to a pesticide chemical which constitutes, or is an in- 
gredient of, such economic poison, shall, within thirty days or within sixty days 
if upon notice prior to the termination of such thirty days the Secretary deems it 
necessary to postpone action for such period, on the basis of data before him, 
either— 

““(1) certify to the Secretary of Health, Education, and Welfare that such 
pesticide chemical is useful for the purpose for which a tolerance or exemption 
is sought; or 

“(2) notify the person requesting the certification of his proposal to certify 
that the pesticide chemical does not appear to be useful for the purpose for 
which a tolerance or exemption is sought, or appears to be useful for only 
some of the purposes for which a tolerance or exemption is sought. 

In the event that the Secretary of Agriculture takes the action described in clause 
(2) of the preceding sentence, the person requesting the certification, within one 
week after receiving the proposed certification, may either (A) request the 
Secretary of Agriculture to certify to the Secretary of Health, Education, and 
Welfare on the basis of the proposed certification; (B) request a hearing onthe 
proposed certification or the parts thereof objected to; or (C) request both such 
certification and such hearing. If no such action is taken, the Secretary may 
by order make the certification as proposed. In the event that the action de- 
scribed in clause (A) or (C) is taken, the Secretary shall by order make the certifi- 
cation as proposed with respect to such parts thereof as are requested. In the 
event a hearing is requested, the Secretary of Agriculture shall provide opportunity 
for a prompt hearing. The certification of the Secretary of Agriculture as the 
result of such hearing shall be made by order and shall be based only on substantial 
evidence of record at the hearing and shall set forth detailed findings of fact. In 
no event shall the time elapsing between the making of a request for a certification 
under this subsection and final certification by the Secretary of Agriculture exceed 
one hundred and sixty days. The Secretary shall submit to the Secretary of 
Health, Education, and Welfare with any certification of usefulness under this 
subsection an opinion, based on the data before him, whether the tolerance or 
exemption proposed by the petitioner reasonably reflects the amount of residue 
likely to result when the pesticide chemical is used in the manner proposed for the 
purpose for which the certification is made. The Secretary of Agriculture, after 
due notice and opportunity for public hearing, is authorized to promulgate rules 
and regulations for carrying out the provisions of this subsection. 

‘“(m) The Secretary of Health, Education, and Welfare shall prescribe by 
regulations the procedure by which regulations under this section may be amended 
or repealed, and such procedure shall conform to the procedure provided in this 
section for the promulgation of regulations establishing tolerances, including the 
appointment of advisory committees and the procedure for referring petitions to 
such committees. 

‘“‘(n) The provisions of section 303 (c) of the Federal Food, Drug, and Cos- 
metic Act with respect to the furnishing of guaranties shall be applicable to raw 
agricultural commodities covered by this section, 
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*‘(o) The Secretary of Health, Education, and Welfare shall by regulation 
require the payment of such fees as will in the aggregate, in the judgment of the 
Secretary, be sufficient over a reasonable term to provide, equip, and maintain 
an adequate service for the performance of the Secretary’s functions under this 
section. Under such regulations, the performance of the Secretary’s services or 
other functions pursuant to this section, including any one or more of the follow- 
ing, may be conditioned upon the payfhent of such fees: (1) The acceptance of 
filing of a petition submitted under subseetion (d); (2) the promulgation of a 
regulation establishing a tolerance, or an exemption from the necessity of a tol- 
erance, under this section, or the amendment or repeal of such a regulation; 
(3) the referral of a petition or proposal under this section to an advisory ecom- 
mittee; (4) the acceptance for filing of objections under subsection (d) (5); or 
(5) the certification and filing in court of a transcript of the proceedings and the 
record under subsection (i) (2). Such regulations may further provide for waiver 
or refund of fees in whole or in part when in the judgment of the Secretary such 
waiver or refund is equitable and not sontrary to the purposes of this subsection.” 


July 22, 1954, ch. 559, §§ 4, 5, 68 Stat. Omitted 
517. 


Sec. 4. There are hereby authorized to be appropriated, out of any moneys in 
the Treasury not otherwise appropriated, such sums as may be necessary for the 
purpose and administration of this Act. 

Sec. 5. This Act shall take effect upon the date of its enactment, except that 
with respect to pesticide chemicals for which tolerances or exemptions have not 
been established under section 408 of the Federal Food, Drug, and Cosmetic Act, 
the amendment to section 402 (a) of such Act made by section 2 of this Act shall 
not be effective— 

(1) for the period of one year following the date of the enactment of this 
Act; or 

(2) for such additional period following such period of one year, but not 
extending beyond two years after the date of the enactment of this Act, as 
the Secretary of Health, Education, and Welfare may prescribe on the basis 
of a finding that conditions exist which necessitate the prescribing of such 
additional period. 


Sept. 3, 1954, ch. 1263, § 37, 68 Stat. T. 21, § 37 
1239, 1240. 

Sec. 37. Section 307 of the Federal Food, Drug, and Cosmetie Act (52 Stat. 
1046; 21 U.S. C., see. 337) is amended by striking out the words “Notwithstanding 
the provisions of section 876 of the Revised Statutes, subpenas’’, in the second 
sentence of such section, and in lieu thereof inserting ‘‘Subpoenas’’, so that such 
section will read as follows: 

“Sec. 307. All such proceedings for the enforcement, or to restrain violations, 
of this Act shall be by and in the name of the United States. Subpoenas for 
witnesses who are required to attend a court of the United States, in any district, 
may run into any other district in any such proceeding.”’. 
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COMPARATIVE TEXT OF STATUTES FOR AMENDMENT 
SET FORTH IN COMPLIANCE WITH RAMSEYER RULE 


In compliance with paragraph 2a, clause 3 (2), of rule XIII of the 
Rules of the House of Representatives, a comparative print of the 
parts of Acts to be amended by sections 2-5 of the bill follows. 

The comparative text of each proposed amendment, set forth 
below, is followed by a revision note explaining the necessity for the 
amendment. Omissions are indicated by brackets and additions by 
italics. 

SEecTION 2 OF THE BILL 


Amends act May 29, 1884, ch. 60, § 1, 23 Stat. 31, as amended. 
(7 U.S. C., 1952 ed., § 391). 

Comparative text.— 

There shall be in the Department of Agriculture a Bureau of Animal Industry 
The Secretary of Agriculture is authorized to appoint a chief thereof, who shal! 
be a competent veterinary surgeon [, and whose duty it shall be}. The functions 
of the Bureau of Animal Industry shall be vested in the Secretary of Agriculture or, 
subject to his direction and control, in such officers and agencies of the Department of 
Agriculture as he may designate. Such functions shall include the duty to investigate 
and report upon the condition of the domestic animals and poultry of the United 
States their protection and use, and also lo inquire into and report the causes 
of [contagious, infectious, and] communicable diseases among them, and the 
means for the prevention and cure of the same, and to collect such information on 
these subjects as shall be valuable to the agricultural and commercial interests 
of the country. 

Revision note.—The amendment preserves the provisions, regarding 
poultry, of act February 7, 1928, ch. 30, 45 Stat. 59, insofar as they 
related to section 391 of title 7, U. S. C., 1952 ed., Agriculture. 
Such act of February 7, 1928, is scheduled for repeal in this bill, 
The amendment incidentally also incorporates in section 391 of title 7. 
U.S. C. (section 1 of the 1884 act) those provisions of section 301 of 
1947 Reorganization Plan No. 1, effective July 1, 1947, 12 F. R. 4534, 
61 Stat. 952, which transferred the functions of the Bureau of Animal 
Industry to the Secretary of Agriculture, to be performed by him or, 
subject to his direction and control, by such officers and agencies of the 
Department of Agriculture as he may designate. Other provisions of 
section 1 of the 1884 act, which related to the “Commissioner” of 
Agriculture, to employment of a staff, to the salary of the Chief of 
the Bureau of Animal Industry, and to the appointment and salary 
of a clerk for such Bureau, are not shown in this comparative text as 
they already have been superseded by subsequent acts, including 
appropriation and classification acts,.and were omitted from said 
section 391 of title 7. 

Further, in this amendment, a reference to ‘contagious’ and 
“infectious” diseases is omitted as covered by the general term 
“communicable diseases’’. 
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Section 3 oF THE BILL 


Amends act March 28, 1928, ch. 266, § 1 (first par.), 45 Stat. 374, 
as amended (31 U.S. C., 1952 ed., § 529a, first par.). 
Comparative text.— 


That the Commissioner of Narcotics, with the approval of the Secretary of 
the Treasury, is authorized to direct the advance of funds by the [Division of 
Disbursement] Fiscal Service, Treasury Department, in connection with the 
enforcement of the Act entitled “An Act to provide for the registration of, with 
collectors of internal revenue, and to impose a special tax upon, all persons who 
produce, import, manufacture, compound, deal in, dispense, sell, distribute, or 
give away opium or coca leaves, their salts, derivatives, or preparations, and 
for other purposes”, approved December 17, 1914, as amended; [the Act entitled 
“An Act to amend an Act entitled ‘An Act to prohibit the importation and use 
of opium for other than medicinal purposes’, approved February 9, 1909’’, as 
amended, known as the “Narcotic Drugs Import and Export Act’’] chapter 93 of 
Title 21, United States Cede; and the Act entitled ‘““An Act to impose an occu- 
pational excise tax upon certain dealers in marihuana, to impose a transfer tax 
upon certain dealings in marihuana, and to safeguard the revenue therefrom by 
registry and recording’, approved August 2, 1937, known as the “Marihuana 
Tax Act of 1937’’. 


Revision note.—-In this amendment, ‘Fiscal Service’? was substi- 
tuted for ‘Division of Disbursement” in view of 1940 Reorganization 
Plan No. III, § 1 (a) (1), effective June 30, 1940, 5 F. R. 2107, 54 
Stat. 1231, and the reference to the Narcotic Drugs Import and 
Export Act was changed to refer to the chapter in revised title 21, 
U.S. C., in which the provisions of such act (which is scheduled for 
repeal in the bill) are incorporated. 


Section 4 (a) oF THE BILL 


Amends act July 1, 1944, ch. 373, title III, § 302 (a), 58 Stat. 692 
(42 U.S. C., 1952 ed., § 242). 
Comparative text.—- 


Sec. 302. (a) In carrying out the purposes of section 301 with respect to 
nareoties, the studies and investigations shall include the use and misuse of 
nareotie drugs, the quantities of crude opium, coca leaves, and their salts, deriva- 
tives, and preparations, together with reserves thereof, necessary to supply the 
normal and emergency medicinal and scientific requirements of the United States. 
The results of studies and investigations of the quantities of crude opium, coca 
leaves, or other narcotic drugs, together with such reserves thereof, as are neces- 
sary to supply the normal and emergency medicinal and scientific requirements 
of the United States, shall be reported not later than the Ist day of September 
each year to the Secretary of the Treasury, to be used at his discretion in deter- 
mining the amounts of crude opium and coca leaves to be imported under [the 
Narcotic Drugs Import and Export Act, as amended] chapter 93 of Title 21, 
United States Code. 


Revision note.—This amendment changes the reference to ‘‘the 
Narcotic Drugs Import and Export Act, as amended”’ to refer to the 
chapter in revised title 21, U. S. C., in which the provisions of such 
act (which is scheduled for repeal in the bill) are incorporated. 


Section 4 (b) oF THE BILL 


Amends act Aug. 9, 1938, ch. 618, § 7 (d), 53 Stat. 1292 (1293), 
as amended; 49 U.S. C., 1952 ed., § 787 (d). 
Comparative text.— 


Sec. 7. When used in this Act— 

(a) The term “vessel” includes every description of watercraft or other con- 
trivance used, or capable of being used, as means of transportation in water, but 
does not include aircraft; 
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(b) The term ‘“‘vehicle’’ includes every description of carriage or other con- 
trivance used, or capable of being used, as means of transportation on, below, or 
above the land, but does not include aircraft; 

(c) The term ‘‘aircraft’”’ includes every description of craft or carriage or othe: 
contrivance used, or capable of being used, as means of transportation through 
the air; 

(d) The term ‘‘nrercotic drug’? means any narcotic drug, as now or hereafter 
defined by [the Narcotic Drugs Import and Export Act,] the internal-revenue laws 
or any amendments thereot, or the regulations issued thereunder; or marihuana 
as now or hereafter defined by the Marihuana Tax Act of 1937 or the regulations 
issued thereunder; 

(e) The term ‘‘firearm’’ means any firearm, as now or hereafter defined by the 
National Firearms Act, or any amendments thereof, or the regulations issued 
thereunder; and 

(f) The words ‘obligation or other security of the United States’’ are used as 
now or hereafter defined in section 8 of Title 18. 


Revision note.—This amendment omits the reference to the Nar- 
cotic Drugs Import and Export Act with respect to the definition of 
“narcotic drug’. After the amendment of that Act (corresponding 
provisions of which have been carried into part LII of this revision) 
by Act Aug. 8, 1953, ch. 394, § 8, 67 Stat. 506, it no longer defined 
“narcotic drug’’, but referred, instead, to sections 3228 (e) and 3228 (g) 
of the Internal Revenue Code of 1939, for the definition (see section 
761 of this revision). This amendment retains the reference to the 
*internal-revenue laws’’. 


SecTion 5 OF THE BILL 


Amends subsection (f) of section 15 of the Federal Trade Commis- 
sion Act as amended (15 U.S. C., see. 55 (f)), as added by Act Mar. 16 
1950 (ch. 61, 64 Stat. 20 (21)). 

Comparative text.— 


Sec. 15. For the purposes of sections 12, 13, and 14— 

(a) (1) The term ‘‘false advertisement’? means an advertisement, other than 
labeling, which is misleading in a material respect; and in determining whether any 
advertisement is misleading, there shall be taken into account (among other things) 
not only representations made or suggested by statement, word, design, device, 
sound, or any combination thereof, but also the extent to which the avertisement 
fails to reveal facts material in the light of such representations or material with 
respect to consequences which may result from the use of the commodity to which 
the advertisement relates under the conditions prescribed in said advertisement, 
or under such conditions as are customary or usual. No advertisement of a drug 
shall be deemed to be false if it is disseminated only to members of the medical 
profession, contains no false representation of a material fact, and includes, or is 
accompanied in each instance by truthful disclosure of, the formula showing 
quantitatively «ach ingredient of such drug. 

(2) In the czse of oleomargarine or margarine an advertisement shall be deemed 
misleading in ¢. material respect if in such advertisement representations are made 
or suggested by statement, word, grade designation, design, device, symbol, 
sound, or any combination thereof, that such oleomargarine or margarine is a 
dairy product, exeept that nothing contained herein shall prevent a truthful, 
accurate, and full statement in any such advertisement of all the ingredients 
contained in such oleomargarine or margarine. 

(b) The term ‘‘food’’ means (1) articles used for food or drink for man or other 
animals, (2) chewing gum, and (3) articles used for components of any such 
article. 

(c) The term ‘‘drug” means (1) articles recognized in the officia! United States 
Pharmacopeeia, official Homaopathic Pharmacopceia of the United States, or 
official National Formulary, or any supplement to any of them; and (2) articles 
intended for use in the diagnosis, cure, mitigation, treatment, or prevention of 
disease in man or other animals; and (3) articles (other than food) intended to 
affect the structure or any function of the body of man or other animals; and (4) 
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articles intended for use as a component of any article specified in clauses (1), 
(2), or (3); but does not include devices or their components, parts, or accessories. 

(d) The term ‘device’ (except when used in subsection (a) of this section) 
means instruments, apparatus, and contrivances, including their parts and 
accessories, intended (1) for use in the diagnosis, cure, mitigation, treatment, or 
prevention of disease in man or other animals; or (2) to affect the structure or any 
function of the body of man or other animals. 

(e) The term ‘‘cosmetic” means (1) articles to be rubbed, poured, sprinkled, 
or sprayed on, introduced into, or otherwise applied to the human body or any 
part thereof intended for cieansing, beautifying, promoting attractiveness, or 
altering the appearance, and (2) articles intended for use as a component of any 
such article; except that such term shall not include soap. 

(f) For the purposes of this section [and section 407 of the Federal Food, 
Drug, and Cosmetic Act, as amended], the term “‘oleomargarine”’ or ‘‘margarine”’ 
inchides— 

(1) all substances, mixtures, and compounds known as oleomargarine or 
margarine; 

(2) all substances, mixtures, and compounds which have a consistence 
similar to that of butter and which contain any edible oils or fats other than 
milk fat if made in imitation or semblance of butter. 


Revision note.—This amendment omits, in the opening clause of 
subsection (f) of section 15 of the Federal Trade Commission Act as 
amended, the reference to section 407 of the Federal Food, Drug, and 
Cosmetic Act, as amended. The reference is no longer necessary 
because section 48 of this revision, in which such section (21 U.S. C., 
1952 ed., § 347) is set out, contains identical definitions. 
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84TH CoNGRESS HOUSE OF REPRESENTATIVES { Report 


1st Session No. 907 





DECLARING THE PORTION OF THE WATERWAY AT 
BRIDGEPORT, CONN., KNOWN AS THE WEST BRANCH 
OF CEDAR CREEK, A NONNAVIGABLE STREAM 





June 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Friepet, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


{To accompany S. 1469] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1469) to declare the portion of the waterway at 
Bridgeport, Conn., known as the west branch of Cedar Creek, a non- 
navigable stream, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass, 


PURPOSE OF THE LEGISLATION 


The purpose of the bill is to declare nonnavigable a portion of Cedar 
Creek at Bridgeport, Conn., and to abandon a previously authorized 
Federal project to permit construction of a section of the Greenwich- 
Killingly Expressway. 

GENERAL STATEMENT 


S. 1469 was introduced at the request of the Connecticut State 
Highway Department. The commissioner of highways advised that 
the department will acquire the riparian rights of all owners of uplands 
which border the affected area. 

The bill proposes to declare about 775 feet of the improved channel 
in the west branch of Cedar Creek, a part of Bridgeport Harbor, a 
nonnavigable water and to abandon a Federal project involving a 
channel 18 feet deep and 100 feet wide on which about $18,000 has 
been expended for improvement and maintenance. Establishment 
of the new bulkhead and pierhead line would result in the loss of 
navigation rights to some five firms. 

No objections to the proposal have been received. In a letter to 
the Committee on Interstate and Foreign Commerce of the Senate, 
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dated May 9, 1955, Robert T. Stevens, Secretary of the Army, ad- 
vised that the Department had no objection to passage of the bill 
provided land and riparian rights are’ acquired and navigational 
requirements are eliminated. Correctional amendments in the 
coordinates quoted in the original bill were suggested. These correc- 
tional amendments were adopted by the Senate. 


APPENDIX 


The following excerpt from the Congressional Record and letters 
from affected Federal agencies were considered by the committee: 


EXeEcUuTIvE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington 25, D, C., June 18, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, 
1334 House Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letters of June 3, 1955, 
requesting the views of the Bureau of the Budget on ¢. 1250, 8S. 1300, and S. 1469, 
cone to declare portions of certain streams to be nonnavigable waters of the United 

tates. 

You are advised that the Bureau of the Budget would have no objection to the 
enactment of these bills. 

Sincerely yours, 
Donatp R. Betcuer, Assistant Director. 


{From the Congressional Record, March 16, 1955) 


DESIGNATION OF A CeRTAIN WATERWAY AT BrinGceport, CoNN., AS A 
NONNAVIGABLE STREAM 


Mr. Buss. Mr. President, I introduce, for appropriate reference, a bill to 
declare a certain portion of the west branch of Cedar Creek at Bridgeport, Conn., 
a nonnavigable stream, This proposed legislation is needed in connection with 
the construction of the Greenwich-Killingly Expressway in the State of Connect- 
icut. I ask unanimous consent that a letter from Hon. Newman E. Argraves, 
highway commissioner of the State of Connecticut, explaining the need for this 
proposed legislation, be printed at this point in the Record, 

The PRESIDENT pro tempore. The bill will be received and appropriately re- 
ferred; and, without objection, the letter will be printed in the Record. 

The bill (S. 1469) to declare the portion of the waterway at Bridgeport, Conn., 
known as the west branch of Cedar Creek, northerly of a line running north 
seventy-eight degrees, fifty-six minutes, and one second east from a point whose 
coordinates in the Connecticut Geodetic System are south nine hundred thirty- 
seven and twenty-three one hundredths and west one thousand one hundred 
eight and forty-one hundredths, a nonnavigable stream, introduced by Mr. Bush, 
was received, read twice by its title, and referred to the Committee on Interstate 
and Foreign Commerce. 

The letter presented by Mr. Bush is as follows: 


Strate or Connecticut, 
Srate Hiauway DepartTMENT, 
Hartford, Conn., March 8, 19565. 
Hon. Prescorr Busa, 
United States Senator, Senate Office Building, 
Washington, D. C. 

Dear Senator Busu: The layout of the Greenwich-Killingly Expressway 
through Bridgeport crosses over a portion of the dredged channel and established 
harbor lines of the west branch of Cedar Creek. Thus, in order to cross this 
area, it will be necessary to have a portion of the west branch of Cedar Creek 
declared a nonnavigable waterway. I respectfully request, therefore, that you 
introduce a bill into Congress to make this change effective. 
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I am attaching hereto, a bill which has been prepared by this department which 
should adequately cover the situation, but, of course, it is subject to your review 
and such changes as you may feel are necessary. This matter has been discussed 
with both the Corps of Engineers, United States Army, and the city officials of 
iy Sai and there is no reason to expect that there will be any opposition to 
this bill. 

For your information, I am attaching a print showing the area affected by this 
bill. The highway department will acquire the riparian rights of all owners of 
uplands which border the area of waterway affected. 

We are hopeful that favorable action by Congress will be forthcoming at an 
early date as this suggested bill is noncontroversial and requires no appropriation 
of Federal funds. If additional information is needed or you desire a representa- 
tive of the highway department to advise you or appear in behalf of this bill, 
please let me know. 

I want to thank you very much for the prompt attention you gave to this 
department’s recent request for the introduction of a similar bill regarding the 
Greenwich Harbor. 

Very truly yours, 
Newman E. Araraves, 
State Highway Commissioner. 


May 9, 1955. 
Hon. WarREN G. MaGnuson 
Chairman, Commitiee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHarrMan: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to S. 1469, 
84th Congress, a bill to declare the portion of the waterway at Bridgeport, Conn., 
known as the west branch of Cedar Creek, a nonnavigable stream. The Secretary 
of Defense has delegated to the Department of the Army the responsibility for 
expressing the views of the Department of Defense. 

The Department of the Army has considered S. 1469, which would declare 
about 775 feet of the improved channel in west branch of Cedar Creek, a part of 
Bridgeport Harbor, a nonnavigable water within the meaning of the Constitution 
and laws of the United States, and abandon any project heretofore authorized 
by act of Congress within that portion of the waterway. The Federal project 
provides for a channel 18 feet in depth and 100 feet in width. About $18,000 
has been expended to date in the improvement and maintenance of that portion 
of the channel proposed to be abandoned. Establishment of the new bulkhead 
and pierhead line would result in the loss of navigation rights to at least five 
firms located on the waterway. One of these firms, Esso Standard Oil Co., 
received shipments of petroleum products by water in 1953 totaling 77,000 tons. 
It is understood that the State of Connecticut proposes to fill in and construct 
an expressway through the portion of waterway that would be abandoned. This 
Department has no knowledge of the land takings and co mpensation proposed by 
the State. 

With the acquisition of land, riparian rights and elimination of navigational 
requirements, the Department would have no objection to passage of S. 1469. 

The coordinates quoted in the bill refer to the Corps of Engineers’ harbor line 
system, therefore, the words “Connecticut Geodetic,” in line 8, page 1, should be 
deleted and the words ‘‘Corps of Engineers’ harbor line,” inserted therein. 

This bill does not involve the expenditure of funds by the United States. 

Inasmuch as the committee has requested that the report be expedited. it is 
submitted without a determination by the Bureau of the Budget as to whether 
or not it conforms to the program of the President. As soon as such advice is 
received it will be forwarded to your committee. 

Sincerely yours, . 


O 


Ropert T. Stevens, 
Secretary of the Army. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { ReEporr 


1st Session No. 908 








DECLARING PIKE CREEK ABOVE THE EASTERLY SIDE OF 
THE HIGHWAY BRIDGE AT SIXTH AVENUE IN THE CITY 
OF KENOSHA, WIS., A NONNAVIGABLE STREAM 





JunB 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Fiynt, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany 8S. 1250] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1250) to declare Pike Creek above the easterly 
side of the highway bridge at Sixth Avenue in the city of Kenosha a 
nonnavigable stream, having considered the same, report favorably 
Fp sa with an amendment and recommend that the bill as amended 

0 pass. 
The amendment is as follows: 
Amend the title so as to read: 


An act to declare Pike Creek above the easterly side of the highway bridge at 
Sixth Avenue in the city of Kenosha, Wis., a nonnavigable stream. 


PURPOSE OF THE BILL 


The purpose of the bill is to declare the named area of Pike Creek 
nonnavigable to permit the city of Kenosha, Wis., to reclaim and 
develop approximately 3% acres for commercial purposes and to permit 
extension of a major Sanisiéee street across the filled area. 


GENERAL STATEMENT 


S. 1250 was introduced in the Senate at the request of the city 
council of Kenosha, Wis. Information furnished the Committee on 
Interstate and Foreign Commerce of the Senate by the city council, 
in the form of a resolution, is to the effect that the affected portion 
of Pike Creek is in fact nonnavigable and that passage of the proposed 
legislation would enable the city to develop the area for useful pur- 
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poses other than navigation, thereby benefiting the city by eliminating 
a presently useless and unsightly area. 

No objections to the proposed legislation were received. There 
would be no cost to the Federal Government. 


APPENDIX 


The following letters from affected Federal agencies and officials of 
the city of Kenosha were considered by the committee in connection 
with the proposed legislation. 


Executive Orrice oF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., June 18, 19565. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representalives, House Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowlege your letters of June 3, 1955, 
requesting the views of the Bureau of the Budget on 8. 1250, S. 1300, and 8. 1469, 
bills to declare portions of certain streams to be nonnavigable waters of the United 
States. 

You are advised that the Bureau of the Budget would have no objection to the 
enactment of these bills. 

Sincerely yours, 
Donatp R. Betcuer, 
Assistant Director. 


FepERAL Power Commission, 
Washington, April 21, 19565. 
Hon. Warren G. MAGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington 25, D. C. 

Dear Mr. Cuarrman: In response to your request of March 7, 1955, there are 
enclosed three copics of the report of the Federal Power Commission on the bill 
S. 1250, 84th Congress, to declare Pike Creek above the easterly side of the 
highway bridge at Sixth Avenue in the city of Kenosha a nonnavigabie stream. 

We have just been advised that there is no objection by the Bureau of the 
Budget to the presentation of this report to your committee, 

Sincerely yours, 
Jerome K. KuyKxenpaut, Chairman. 


FeperAt Power Commission Report on S. 1250, 84rnH Concress, a Britt To 
DecuareE Pike CreEEK ABOVE THE EAsTeRLY SipE or THe Hicuway Brivcs 
AT SixtH AVENUE IN THE City oF KENOSHA A NONNAVIGABLE STREAM 


This bill would declare that Pike Creek, in the State of Wisconsin, above the 
easterly side of the highway bridge at Sixth Avenue in the city of Kenosha is a 
nonnavigable stream within the meaning of the Constitution and laws of the 
United States. The reason for such a declaration is not stated in the bill. 

The Commission believes that the matter of declaring a stream to be non- 
navigable presents a question of congressional policy concerning which the Com- 
mission does not desire to comment. In any event, no hydroelectric project 
subject to licensing by the United States under the Federal Power Act is affected 
by the bill, and the stream involved has little or no value for future power develop- 
ment. Consequently, the Commission offers no objection to enactment of S. 1250. 


DEPARTMENT OF THE ARMY, 
April 26, 1955. 
Hon. Warren G. MaGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. Cuarrnman: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to 8. 1250, a 
bill to declare Pike Creek above the easterly side of the highway bridge at Sixth 
Avenue in the city of Kenosha a nonnavigable stream. The Secretary of Defense 
has delegated to the Department of the Army the responsibility for expressing the 
views of the Department of Defense. 
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The Department of the Army has considered the above-mentioned bill. The 
bill would declare Pike Creek above the easterly side of the highway bridge at 
Sixth Avenue in the city of Kenosha, Wis., a nonnavigable water within the 
meaning of the Constitution and laws of the United States. 

The Department of the Army offers no objection to the favorable consideration 
of 8. 1250, subject to comments as follows: It is believed that local interests 
desire the portion of Pike Creek above Sixth Avenue to be declared nonnavigable 
to permit the filling in of the section between Sixth Avenue and 52d Street for 
commercial development. Insofar as navigation is concerned, there is no objec- 
tion; however local interests in that event should plan adequately for the maxi- 
mum probable flow of Pike Creek, which has a length of about 2% miles and a 
drainage area of about 10 square miles. If an adequate culvert is not provided 
prior to filling, a flood condition will be created, As major floods generally 
oceur in the spring, frequently when the ground is frozen and the stream covered 
with ice, any culvert or artificial channel should be adequate not only to handle 
the maximum flow, but also to allow the passage of ice without blocking and 
flooding the area. Pike Creek has an estimated flood flow of 3,500 cubic feet per 
second, based on a rainfall of 4.5 inches in 24 hours. Such density of rainfall has 
a frequency of occurrence once in 50 years. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


Resotvution No. 5518, Inrropucep By Mr, Frecuner 


Whereas bill S. 1250, pending before the Congress, would declare that a portion 
of Pike Creek in the city of Kenosha is a nonnavigable stream; and 
Whereas said part of Pike Creek is nonnavigable in fact, if not in law, at the 
present time; and 
Whereas the passage of bill 8, 1250 would enable the city of Kenosha to develop 
the area in and around said Pike Creek for useful purposes other than navigation: 
Now, therefore, be it 
Resolved by the Council of the City of Kenosha, That it endorses said bill 8. 1250 
and urges the passage of said bill to the end that a presently useless and unsightly 
area may be improved and developed to the benefit of the city and without cost 
to the Federal Government. 
Passed this 11th day of April 1955. 
R. Merritt Rary, 
President of Council. 
Attest: 
J. R. Sawicki, 
Clerk of Council. 


City or Kenosna, Wis. 
CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Senate Office Building, Washington, D. C. 

GENTLEMEN: Our city is interested in the passage of bill S. 1250, which was 
introduced by Senator Wiley and referred to your committee, and this letter 
is to explain our reasons for support of this legislation. 

Bill S$. 1250 declares a portion of Pike Creek in our city to be a nonnavigable 
stream, and adoption of the bill would remove this portion of the creek from the 
jurisdiction of the Corps of Engineers of the United States Army. We believe 
this should be done for the following reasons: 

C ue necessity exists for Federal jurisdiction over this portion of Pike 
reek. 
2. Removal of this portion of the creek from Federal jurisdiction would 
benefit the city. 

There is no need for continued Federal jurisdiction over the creek because, in the 
first place, it is in fact not a navigable stream. Exhibit IV, which is an aerial 
photograph of the area involved, shows that the creek is a long, narrow reach with 
a clearly nonnavigable outlet at its upper end. The photograph also shows that 
the level of the water in the reach is considerably below the elevation of the 
adjacent ground. Thus, while there is a width of from 75 to 200 feet from the top 
of the south bank to the top of the north bank, the water itself is only about 100 
feet wide at its widest point. The most important feature of the creek is not 
shown by the photograph, however; namely, that the depth of the water is only 
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from 2 to 6 feet. While variations occur in the lake level which affect the creek 
level, these have not been more than a few feet in recent years. 

Thus, it seems apparent that, at the present time, this reach of Pike Creek 
actually cannot be considered as a navigable stream of sufficient importance to 
warrant Federal control and attention. Although accurate information is not 
available, it is reported locally that the movable span at the lower entrance to 
the creek has not been opened for about 20 years, so that there has been no naviga- 
tion in this part of the creek during that period. 

Not only is the creek nonnavigable in its present condition, but it is not suit- 
able for development for any significant navigational use. Existing structures 
make any widening of the creek impracticable, so that no turning basin for a ves. 
sel of any size can be provided. Because of the limited potential use of the creek, 
any major expenditure to make the creek navigable would be unwarranted, and 
major expenditures certainly would be necessary to achieve this. Not only would 
excessive dredging be required, but the unstable condition of the ground adjacent 
to the creek would make expensive sheeting or retaining walls necessary. 

In view of the St. Lawrence seaway developments, we have considered carefully 
the possibility of improving the creek for harbor purposes but have concluded, for 
the above reasons as well as others, that this is not feasible nor desirable. Both 
our board of harbor commissioners and our city council have reached this con- 
clusion and have voted to endorse bill 8. 1250. 

While we believe that the creek can serve no useful function for navigation or 
harbor purposes, and therefore should be declared a nonnavigable stream, we are 
aware that it serves a drainace function. Exhibit I shows the drainage area 
served by the creek. The problem of drainage, however, appears to us to bea 
local rather than a Federal matter and it naturally is to our own local interest to 
see that this drainage function is not impaired. It might also be pointed out that 
State authorities exercise control in matters relating to natural streams and water 
courses in Wisconsin, and also would be interested in the maintenance of the 
drainage function of Pike Creek. 

For the above reasons, we believe the necessity for Federal jurisdiction over 

Pike Creek no longer exists and that it cannot be justified on the basis of either 
the navigation function or the drainage function of the creek. 
Our second major reason for seeking the enactment of bill S. 1250 is that the 
removal of Pike Creek from Federal jurisdiction will benefit the city by permitting 
the city to fill the creek area. This cannot be done so long as the creek is classified 
as a navigable stream. 

The city has several reasons for desiring to fill in the creek. From exhibit IV, 
it will be seen that the creek forms a natural barrier to the expansion of our down- 
town commercial area. With Lake Michigan forming a similar barrier on the east 
and a railway elevation forming another to the west, the major business section 
of the city is seriously restricted from badly needed growth. The effect of this 
restriction is particularly serious in relation to parking, since each new building 
that is erected in this congested area adds to the need for parking area at the 
same time as it removes space that is now used for parking. This situation is 
aggravated in our case by the fact that the plant of the Simmons Co., employing 
about 2,000 people is located in the same area. 

The filling of the creek would enable the city to reclaim approximately 3% acres 
which could accommodate about 375 cars if used for parking purposes. The 
project would provide another very desirable advantage to the city by permitting 
the extension of Eighth Avenue, a major business street, across the filled area. 

Both of these improvements are shown on exhibit V, which has been prepared 
by our city planning department to show some of the possibilities that would 
exist if the creek was filled. Besides the parking area and street extension men- 
tioned above, a third important possibility would be the extension of an existing 
railroad spur to the northeast side of the outer harbor area. This would signifi- 
cantly increase the potentiality of that part of the outer harbor for commercial 
shipping purposes. 

Finally, the filling of the creek would have two other benefits to the city. It 
would eliminate a feature of the city which is unsightly, hazardous, and disagree- 
able, and it would provide a means of disposing of refuse materials. At present, 
noncombustible refuse is being used to fill an area in one of our better residential 
sections for future playground purposes, but upon completion of that project 
there will be no other suitable ad dion within the city limits. 

We ask your favorable consideration of bill 8. 1250 for the reasons outlined 
above, but will be glad to furnish any additional information you may require. 

Respectfully yours, 
R. H. Custrsr, City Manager: 
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84TH CONGRESS HOUSE OF REPRESENTATIVES { Report 


Ist Session 


No. 909 





DECLARING A CERTAIN PORTION OF THE WATERWAY (A SECTION 
OF THE ACUSHNET RIVER) IN THE CITY OF NEW BEDFORD AND 
THE TOWNS OF FAIRHAVEN AND ACUSHNET, MASS., A NONNAVI- 
GABLE STREAM 





Jone 23, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Macponatp, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 2866] 


The Committee on Interstate and Foreign Commerce, to which was 
referred the bill (H. R. 2866) to declare the waterway (a section of the 
Acushnet River) north of the Coggeshall Street Bridge in Massa- 
chusetts a nonnavigable stream, having considered the same, report 
favorably thereon with an amendment and recommend that the bill 
as amended do pass. 

The amendment is as follows: 

Amend the title so as to read: 

A bill to declare a certain portion of the waterway (a section of the Acushnet 


River) in the city of New Bedford and the towns of Fairhaven and Acushnet, 
Massachusetts, a nonnavigable stream. 


PURPOSE OF THE LEGISLATION 


The purpose of this legislation is to declare the Acushnet River north 
of Coggeshall Street Bridge, in Massachusetts, a nonnavigable stream. 


GENERAL STATEMENT 


A Federal project for New Bedford and Fairhaven Harbor, Mass., 
provides in part ‘for a channel 100 feet wide and 18 feet deep, in the 
Acushnet River from the 30-foot area north of Fish Island to 4,800 
feet upstream of the Coggeshall Street Bridge.’”” The act required 
local interests to construct a pier and a new bridge at Coggeshall 
Str¢et. These conditions were never complied with and no work has 
ever been accomplished by the Federal Government. 

Commercial navigation on this portion of the river ceased about 25 
years ago and only an occasional small pleasure boat passes under the 
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bridge. The committee was advised that the municipality and the 
Commonwealth propose to acquire riparian rights and construct con- 
trol works to prevent further flooding of the area above the bridge 
during extremely high tides. In addition, there is a health menace 
at low tides since there is nothing above the bridge except mud flats. 
Abandonment of the project insofar as it relates to this section of the 
river, together with legislation declaring the subject waters nonnavi- 
gable, would permit construction of the proposed work without com. 
pliance with the Federal laws for the protection and preservation of 
navigable waters of the United States. 





APPENDIX 


The following communications were received in connection with the 
proposed legislation: 





ConGRESsS OF THE UNrrepD Srates, 






































< te House or REPRESENTATIVES, 

i Li June 22, 1958. 

4 = Hon. J. Percy Prrest, 

:  ] Chairman, Committee on Interstate and Foreign Commerce, 

ct <: House of Representatives. 
0 Dear Mr. Priest: The purpose of H. R. 2866, to which Senator Saltonstal! 
cr introduced a companion bill in the Senate, 8. 868, would be to change the navigable 


part of the Acushnet River, so that it would not be necessary to construct a new 





- bridge at Coggeshall Street, which runs from New Bedford across the river to 
2? mera ear arapoor s+ The Acushnet River runs northerly from Fairhaven 
arbor beyond this bridge 

2) I suppose that some time in the past there was some traffic above the bridge. 

:: However, for many years now, nothing has gone above the bridge except possibly 

wh a skiff, and absolutely no cargoes go beyond that point. 

.. During the hurricane last August, this bridge was badly damaged and $20,000 

_ has already been expended to put it in some kind of repair. The city of New 

«! Bedford and the towns of Acushnet and Fairhaven would like to be relieved of 
the maintenance of the bridge. Under our State law, a draw has to be maintained 

ra and a draw tender has to be on duty, which you can see is positively unnecessary. 


Therefore, we propose to build a causeway and that would serve two purposes; 


: namely: to do away with the maintenance of the bridge and to fill in the upper 
e part of the Acushnet River so that there would not be a health menace. At the 
me present time, there is nothing beyond the bridge at low tides except mud flats. 
As far as I know, no one has objected to this bill and the city of New Bedford 

and the towns of Acushnet and Fairhaven are more than agreeable to the 

5 proposition. 

Pd Sincerely yours, 


Donautp W. NicHo.son. 


{Ocroper'18, 1954. 
Hon. Donatp W. NicHoLson, 


House of Representatives, Washington, D. C 


Dear CONGRESSMAN NICHOLSON: We, the mayor of New Bedford, Mass., the 
selectmen of Acushnet, Mass., and the selectmen of Fairhaven, Mass., hereby 
request that you file a bill in Congress, at the earliest possible date, to have the 
waterway north of the Coggeshall Street Bridge declared nonnavigable. 

A description of the proposed bill, as suggested by Mr. Henry A. Whitcomb, 
of the Army engincers, is herewith enclosed. 

It is very desirable to have this bill passed without delay as it is necessary to 
make the bridge passable. The present draw was damaged badly by the 1944 
hurricane and was then repaired in such a manner that it could not be opened, 
and the 1954 Hurricane Carol put the draw out of commission so it cannot be 
used for vehicular traffic. 
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DECLARE A SECTION OF THE ACUSHNET RIVER NONNAVIGABLE 3 


The bridge can be repaired at much less cost if the proposed bill is passed. 
We will appreciate your cooperation. 
Very truly yours, 
Artior N. Harriman, 
Mayor of New Bedford, Mass. 
Henry L. GuiILBEAULTtT, 
Ustrus Arponast, 
Selectmen of Acushnet. 

Crarites W. KNowtron, 
WaALTer SILveira, 
ALBERT E. STANTON, 


a 


Selectmen of Fairhaven, 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
March 25, 1958: 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreiqn Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cxatrman: This is in reply to your letter of February 5, 
requesting the comments of the Bureau of the Budget on H. R. 2866, a bill to 
declare the waterway (a section of the Acushnet River) north of the Covzeshall 
Street Bridge in Massachusetts a nonnavigable stream. 

The purpose of the bill is clearly stated in its title. The Secretary of the Army 
in his report to your committee on this bill states that commercial navigation 
on the portion of the river in question ceased about 25 years ago, and that th 
municipality and the Commonwealth propose to acquire riparian rights and 
construct control works to prevent flooding of the area above the bridge during 
high tides. No work has ever been done on the authorized project for Federal 
improvement of the waterway. ‘The Secretary states that the Department of 
the Army offers no objection to favorable consideration of H. R. 2866. 

In these circumstances the Bureau of the Budget would have no objection to 
the enactment of H. R. 2866. 

Sincerely yours, 





Donavp R. BELCHER, 
Assistant Director. 


DEPARTMENT OF THE ARMY, 
March 29, 1956, 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 


Dear Mr. CHarrMAN: Reference is made to your racent request to the S-cre- 
tary of Defense for the views of the Department of Defense with respect to H. R. 
2866, 84th Congress, a bill to declare the waterway (a section of the Acushnet 
River) north of Coggeshall Street Bridge in Massachusetts a nonnavigable stream. 
The Secretary of Defense has assigned to the Department of the Army the responsi- 
bility for preparation of a report thereon. 

The Department of the Army has considered the above-mentioned bill and 
offers no objection to its favorable consideration. 

The bill would declare the Acushnet River north of Coggeshall Stroet Bridge a 
nonnavigable stream. A Federal project for New Bedford and Fairhaven Harbor, 
Mass., provides in part “for a channel 100 feet wide and 18 feet deep, in the 
Acushnet River from the 30-foot area north of Fish Island to 4,800 feet upstream 
of the Coggeshall Street Bridge.” The act required local interests to construct a 
pier and a new bridge at Coggushall Street. These conditions were never com- 
plied with and no work has ever been accomplished by the Federal Government. 

Commercial navigation on this portion of the river ceased about 25 years ago. 
It is understood that the municipality and the Commonwealth propose to acquire 
riparian rights and construct control works to prevent further flooding of the area 
above the bridge during extremely high tides. Abandonment of the project 
insofar as it relates to this section of the river together with legislation declaring 
the subject waters nonnavigable would permit construction of the proposed works 
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4 DECLARE A SECTION OF THE ACUSHNET RIVER NONNAVIGABLE 


without compliance with the Federal laws for the protection and preservation of 
navigable waters of the United States. 

It is recommended that the words “New Bedford Harbor”, on page 2, line 1, 
be changed to “New Bedford and Fairhaven Harbor”, to correspond with the 
terminology used in the River and Harbor Act of July 25, 1912, authorizing the 
Federal project. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Cuaries C. Finucane 
Acting Secretary of the Army. 
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847TH CONGRESS HOUSE OF REPRESENTATIVES { Report 
1st Session No. 910 


_— 





FEDERAL EMPLOYEES SALARY INCREASE ACT OF 1955 





June 23, 1955.—Ordered to be printed 





Mr. Murray of Tennessee, from the committee of conference, sub- 
mitted the following 


CONFERENCE REPORT 


[To accompany 8S. 67} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 67) entitled 
“An act to adjust the rates of basic compensation of certain officers 
and employees of the Federal Government, and for other purposes,”’ 
having met, after full and free conference, have agreed to recommend 
and do recommend to their respective Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That this Act may be cited as the “Federal 
Employees Salary Increase Act of 1955”. 

Sec. 2. (a) Section 603 (b) and section 603 (c) of the Classification 
Act of 1949, as amended (65 Stat. 612; 6 U.S. C., sec. 1118 (6) and (e)), 
are amended to read as follows: 

“(b) The compensation schedule for the General Schedule shall be as 
follo ws: 


“Grade Per annum rates 


$2,690 $8,776 = $2,880 $2,945 += 3,080 83,115 ~— $3, 200 
-. 2,960 $8,085 $190 $215 $800 $885 3,470 
3.175 $960 $355 $490 8.615 $600 $685 
3,415 $500 $8,685 $670 $755 8,840 8,985 
$670 $805 $,940 4,075 £210 4845 4,480 
4080 £815 £850 £485 £699 £755 4.890 
452 =, 660s 7 6 4,990 5,006 5,200 5,835 
4,970 6,105 6,240 6,875 5,610 6,645 65,780 
6,449 6,675 6,710 6,855 6,980 6,115 6,250 
6.915 6.060 6,18 6.825 6.455 660 678% 


6, 39 6, 605 6, 820 7, 035 7, 250 7, 465 

7, 670 7, 785 8, 000 8, 215 8, 430 & 645 

8, 990 9, 205 9, 420 9, 635 9, 850 10, 066 
10, 820 10, 535 10, 760 10, 965 11, 180 11, $96 
11,610 11, 880 12, 150 12, 426 12,690 








12,900 13, 115 18, 330 13, 545 13, 760 
cuntagabdosevasebocuscusacstécsnns 13, 976 14, 190 14, 405 14, 680 
14, 800 
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“(e) (1) The compensation schedule for the Crafts, Protective, and 
Custodial Schedule shall be as follows: 





“Grade Per annum rates 

8S aan gg £2) REESE FT PE MT 1, 9465 £2,010 £2, 075 2,140 $2, 205 £2, 270 #2, 835 
CPR is titi nin nds ibeoieee 2, 600 2, 675 , 760 2, 825 2, 900 2, 975 8 O80 
8 IE a ICS =) 2,745 2, 830 2,915 8, 000 8, 085 8,170 8, 255 

gg OEE EE rs 2, 248 8,040 8, 125 8,210 8, 295 8, 380 $, 185 
fy A FES 8 ee nee 8, 200 8, 285 8, 870 8, 465 $, 540 8, 625 8,710 
52g 2 SRE er $, 440 8, 525 8, 610 8, 695 3, 780 $, 865 §, 950 
OS 5 Oy RTS aE 8, 695 38, 805 8, 915 4, 025 4, 135 4,245 4, 355 
“tj 5 | eee RIS MERLE ES GAR TR 4,020 4, 156 4, 290 4, 425 4, 560 4, 695 4, 830 
i en ee eee 4, 460 4, 695 4,730 4, 865 &, 000 5, 135 5,2 
CPC-10 Aeteucand anda: aaa 6,040 6, 175 6, 310 6, 445 5, 80 5,715 


“(2) Charwomen working part time shall be paid at the rate of $2,900 
per annum, and head charwomen working part time shall be paid at the 
rate of $3,050 per annum.” 

(b) The rates of basic compensation of officers and employees to whom 
this section applies shall be initially adjusted as follows: 

(1) If the officer or employee is receiving basic compensation immedi- 
ately prior to the effective date of this section at one of the scheduled or 
longevity rates of a grade in the General Schedule or the Crafts, Protective, 
and Custodial Schedule of the Classification Act of 1949, as amended, 
he shall receive a rate of basic compensation at the corresponding scheduled 
or longevity rate in effect on and after such date; 

(2) If the officer or employee is receiving basic compensation immedi- 
aiely prior to the effective date of this section at a rate between two sched- 
uled or two longevity rates, or between a scheduled and a longevity rate, of 
a grade in the General Schedule or the Crafts, Protective, and Custodial 
Schedule, he shall receive a rate of basic compensation at the higher of the 
two corres nonding rates in ef ci on and afte r such date; 

(3) If the offcer or employee (other than an officer or employee subject 
to paragraph (4) of this subsection), immediately prior to the effective 
date of this section, is receiving basic compensation at a rate in excess of 
the maximum longevity rate of his grade, or in excess of the maximum 
scheduled rate of his grade if there is no longevity rate for his grade, he 
shall receive basic compensation at a rate equal to the rate which he 
received immediately prior to such efrective date, increased by an amount 
equal to the amount of the increase made by this section in the maximum 
longevity rate, or the maximum scheduled rate, as the case may be, of his 
grade until (A) he leaves such postion, or (2) he is entitled to receive basic 
compensation at a higher rate by reason of the operation of the Classifica- 
tion Act of 1949, as amended; but when such position becomes vacant 
the rate of basic compensation of any subsequent appointee thereto shall be 
fixed in accordance with such Act, as amended; 

(4) If the officer or employee, immediately prior to the effective date of 
this section, is receiving an existing aggregate rate of compensation deter- 
mined under section 208 (b) of the Act of September 1, 1954 (Puble 
Law 768, Eighty-third Congress), he shall receive an aggregate rate of 
compensation equal to such existing aggregate rate, inereased by an 
amount equal to the amount of the increase made by this section in the 
mazimum longevity rate of his grade until he (A) leaves such position, 
or (1?) is entitled to receive aggregate compensation at a higher rate by 
reason of the operation of any other provision of law; but when such 
position becomes vacant the aggregate rate of compensation of any sub- 
sequent appointee thereto shall be fixed in accordance with applicable 
provisions of law. For the purposes of section 208 (b) of the Act of 
September 1, 1954 (Public Law 768, Eighty-third Congress), the amount 
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of such increase shall be held and considered to constitute a part of the 
eristing aggregate rate of compensation of such employee; 

(6) If the officer or employee, immediately prior to the effective date of 
this section, was in a position for which the rate of compensation is fixed 
under section 608 (c) (2) of the Classification Act of 1949, as amended, 
and at such time he was receiving basic compensation at a rate in excess 
of the rate provided for his position under such section, he shall receive 
basic compensation at a rate equal to the rate he was paid immediately 
prior to such effective date inereased by an amount equal to the amount 
of the increase made by this section in the rate for like positions under 
such section 603 (c) (2) until he leaves such position; but when such 
position becomes vacant the rate of basie compensation of any subsequent 
appointee thereto shall be fired in accordance with such section; or 

(6) The rate of basie compensation of each officer or employee who, 
at any time during the period beginning on the effective date of this 
section and ending on the date of enactment of this Act, was promoted 


from one grade under the Classification Act of 1949, as amended, to 


another such grade at a rate which is above the minimum rate thereof, 
shall be adjusted retroactively from the effective date of this section to the 
date on which he was so promoted, on the basis of the rate which he was 
receiving during the period from such effective date to the date of such 
promotion and, from the date of such promotion, on the basis of the rate 
for that step of the appropriate grade of the appropriate compensation 
schedule contained in this section which corresponds numerically to the 
step of the grade of the compensation schedule for such officer or employee 
which was in effect (without regard to this Act) at the time of such 
promotion. 
(c) Each officer or employee— 

(1) (A) who with his position has been transferred, at any time 
during the period beginning January 1, 1952, and ending on the 
date of enactment of this Act, from the Crafts, Protective, and Cus- 
todial Schedule or the General Schedule to a prevailing rate schedule 
pursuant to the Classification Act of 1949 or title I of the Act of 
September 1, 1954 (Public Law 763, Eighty-third Congress), or 
(B) who, at any time during the period beginning on the effective 
date of this section and ending on the date of enactment of this Act, 
transferred from a position subject to the Classification Act of 1949, 
as amended, to a position subject to a prevailing rate schedule, 

(2) who at all times subsequent to such transfer was in the service 
of the United States (including the Armed Forces of the United 
States) or of the municipal government of the District of Columbia, 
without break in such service of more than thirty consecutive calendar 
days and, in the case of an individual relieved from training and 
service in the Armed Forces of the United States or discharged from 
hospitalization following such training and service, without break 
in service in excess of the period provided by law for the mandatory 
restoration of such individual to a position in or under the Federal 
Government or the municipal government of the District of Columbia, 

(3) who is on such date of enactment being compensated under a 
prevailing rate schedule, and 

(4) whose rate of basic compensation is less on such date of enact- 
ment than the rate to which he would have been entitled on such date 
of enactment if such transfer had not occurred (unless he is receiving 
such lesser rate by reason of an adverse personnel action resulting 
from his own fault), 
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shall be paid basic compensation at a rate equal to the rate which he 
would have been receiving on such date of enactment (including compensa- 
tion for each within-grade and longevity step-increase which he would 
have earned) if such transfer had not occurred until the day immediately 
following such date of enactment, for all time in a pay status on and after 
the effective date of this section in a position subject to a prevailing rate 
schedule under the circumstances prescribed in this subsection, until (A) 
he leaves the position which he holds on such date of enaciment, or (B) he 
is entitled to receive basic compensation at a higher rate under a prevailing 
rate schedule; but when such position becomes vacant, the rate of basic 
compensation of any subsequent appointee thereto shall be fixed in 
accordance with prevailing rate schedules. 

(d) The rate of basic compensation of each officer or employee who, 
at any time during the period beginning on the effective date of this 
section and ending on the date of enactment of this Act, became subject 
to the Classification Act of 1949, as amended, at a rate of basic compen- 
sation which was fixed on the basis of a higher previously earned rate or 
which was established under authority of section 803 of the Classifica- 
tion Act of 1949, as amended (68 Stat. 1106; 5 U.S. C., sec. 1138), 
and which is above the minimum rate of the grade of such officer or em- 
ployee, shall be adjusted, retroactively to the date on which he became 
subject to such Act, on the basis of the rate for that step of the appropriate 
grade of the appropriate compensation schedule contained in this section 
which corresponds numerically to the step of the grade of the compensation 
schedule for such officer or employee which was in effect (without regard 
to this Act) at the tame he became subject to the Classification Act of 1949 
as in effect immediately prior to the effective date of this section. 

(e) The last sentence of section 704 of the Classification Act of 1949, 
as amended, is amended to read as follows: “Notwithstanding subsection 
(b) (4) of section 708, longevity step-increases for grade 15 of the General 
Schedule shall be the same as those for grade 14 of the General Schedule.” 

Sec. 3. (a) The rates of basie compensation of officers and employees 
in or under the judicial branch of the Government whose rates of com- 
pensation are fixed pursuant to paragraph (2) of subdivision a of section 
62 of the Bankruptcy Act (11 i S. C., sec. 102 (a) (2)), section 3656 
of title 18 of the United States Code, the second and third sentences of 
section 603, section 604 (a) (5), or sections 672 to 675, inclusive, of title 
28 of the United States Code are hereby increased by amounts equal to 
the increases provided by section 2 of this Act in corresponding rates of 
compensation paid to officers and employees subject to the Classification 
Act of 1949, as amended. 

(6) The limitations of $10,560 and $14,355 with respect to the aggre- 
gate salaries payable to secretaries and law clerks of circuit and district 
judges, contained in the paragraph under the heading “saLarizs oF 
SUPPORTING PERSONNEL” in the Judiciary Appropriation Act, 1955 
(Public Law 470, Eighty-third Congress), or in any subsequent appro- 
priation Act, shall be increased by the amounts necessary to pay the 
additional basic compensation provided by this Aet. 

(c) Section 758 (e) of title 28 of the United States Code (relating to 
the compensation of court reporters for district courts) is amended by 
striking out “$6,000” and inserting in lieu thereof “$6,450"’. 

Sec. 4. (a) Each officer and employee in or under the legislative branch 
of the Government (other than an employee in the office of a Senator) 
whose rate of compensation is increased by section 5 of the Federal 
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Employees Pay Act of 1946 shall be paid additional compensation at 
the rate of 7.5 per centum of the aggregate rate of his rate of basic com- 
pensation and the rate of the additional compensation received by him 
under sections 501 and 502 of the Federal Employees Pay Aet of 1945, 
as amended, section 301 of the Postal Rate Revision and Federal Em- 
ployees Salary Act of 1948, the provisions under the heading ‘Increased 
pay for legislative employees” in the Second Supplemental Appropriation 
Act, 1950, the Act of October 24, 1951 (Public Law 201, Eighty-second 
Congress), and any other provision of law. 

(b) Section 2 (6) of the Act of October 24, 1951 (Public Law 201, 
Eighty-second Congress), is amended by striking out “$11,646 per 
annum unless expressly authorized by law’ and inserting in lieu thereof 
“the highest per annum rate of compensation paid under authority of the 
Classification Act of 1949, as amended, unless expressly authorized by 
law’. 

(c) The rates of basic compensation of each of the elected officers of the 
Senate and the House of Representatives (not including the presiding 
officers of the two Houses), the Parliamentarian of the Senate, the 
Parliamentarian of the House of Representatives, the Legislative Counsel 
of the Senate, the Legislative Counsel of the House of Representatives, 
and the Coordinator of Information of the House of Representatives are 
hereby increased by 7.5 per centum. 

(d) (1) The aggregate amount of the basic compensation authorized 
to be paid for administrative and clerical assistance and messenger 
service in the offices of Senators is hereby increased by— 

(A) $10,020 in the case of Senators from States the population 
of which is less than three million; 

(5) $10,920 in the case of Senators from States the population of 
which is three million or more but less than five million; 

(C) $11,760 in the case of Senators from States the population of 
which is five million or more but less than ten million; and 

(D) $11,880 in the case of Senators from States the population of 
which is ten million or more. 

(2) Notwithstanding the second proviso in the paragraph relating to 
the authority of Senators to rearrange the basic salaries of employees in 
their respective offices, which appears in the Legislative Branch Appro- 
priation Act, 1947, as amended (2 U. S. C. 6Of), but subject to the 
limitations contained in paragraph (8) of this subsection, during the 
period beginning on the effective date of this subsection and ending on 
the last day of the first pay period which begins after the date of enactment 
of this Act (A) the compensation of the administrative assistant in the 
office of each Senator may be fixed at a basic rate which together with 
additional compensation authorized by law will not exceed the maximum 
rate authorized by section 2 (b) of the Act of October 24, 1951 (Public 
Law 201, Eighty-second Congress), as amended, (B) the compensation 
of one employee other than the administrative assistant in the office of 
each Senator may be fixed at a basic rate not to exceed $10,260 per annum, 
and (C) the compensation of any other employee in the office of a Senator 
may be fixed at a basic rate not to exceed $6,420 per annum. 

_ (3) Notwithstanding the third proviso in such paragraph, any increase 
mm the compensation of an employee in a Senator’s office shail take effect 
on the effective date of this subsection or on the date such employee became 
employed, whichever is later, if (A) the certification filed by such Senator 
under such proviso so provides, (B) such certification is filed in the dis- 
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bursing office of the Senate not later than fifteen days following the date 
of enactment of this Act, and (C) the amount of such increase does not 
exceed the amount of the increase which would be payable in the case of 
such employee if he were subject to the provisions of subsection (a) of 
this section plus any additional amount which may result from fixing 
the rate of basic compensation at the lowest multiple of $60 which will 
result in an increase not less than the amount of such increase which would 
be payable under subsection (a). 

(e) (1) The provisions under the heading “1ncrEASED PAY For 
LEGISLATIVE EMPLOYEES” in the Second Supplemental ‘Appropriation 
Act, 1950, section 2 (a) of the Act of October 24, 1951 (Public Law 201, 
Eiighty-second Congress), and section 4 (a) of this Act are hereby amended 
by striking out “(other than an employee in the office of a Senator)’. 

(2) The basie compensation of each employee in the office of a Senator 
on the effective date of this subsection is hereby adjusted to the lowest mul- 
tiple of $60 which will provide basie compensation, plus additional com- 
pensation payable under subsection (a) and the provisions of law referred 
to in subsection (a), not less than the amount of basic compensation, plus 
additional compensation under the provisions of sections 501 and 502 
of the Federal Employees’ Pay Act of 1945, as amended, and section 801 
of the Postal Rate Revision and Federal Employees’ Salary Act of 1948, 
which he is receiving on, the effective date of this subsection. 

(3) The second proviso in the paragraph relating to the authority of 
Senators to rearrange the basic salaries of employces in their respective 
offices which appears in the Legislative Branch Appropriation Act, 1947, 
as amended (2 U.S. C. 6O0f), is amended to read as follows: “Provided, 
Thai no salary shall be fixed under this section at a basic rate of more than 
$5,100 per annum, except that the salary of one employee, other than the 
administrative assistant, in the office of each Senator may be fixed at a 
basic rate of not more than $8,460 per annum and the salary of the admin- 
istrative assistant to each Senator may be fixed at a basic rate which 
together with additional compensation authorized by law will not exceed 
the marimum rate authorized by section 2 (b) of the Act of October 24, 
1951 (Public Law 201, Eighty-second Congress), as amended’. 

(f) The aggregate amount of the basic compensation authorized to be 
paid for administrative and clerical assistance and messenger service in 
the office of each Senater shall be the amount authorized under provisions 
of law in effect immediately prior to the enactment of this Act for Senators 
from States the population of which is less than three million increased 
as follows: 


Amount of 
States having a population of: increase 

Less than 3,000,000 

8,000,000 but less than 4,000,000 

4,000,000 but less than 5,000,000 

§,000,000 but less than 7,000,000 

7,000,000 but less than 9,000,000 

9,000,000 but less than 11,000,000 

11,000,000 but less than 13,000,000 

13,000,000 or more 


(g) (1) The provisions of subsection (a) shall not apply to employees 
whose compensation is paid from the appropriation contained in the 
paragraph designated “Folding documents” under the heading “‘con- 
TINGENT EXPENSES OF THE SENATE “in the Legislative Appropriation Act, 
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1955, or in any subsequent appropriation Act, but the limitations con- 
tained in such paragraph are hereby increased by 7.5 per centum. 

(2) The limitations in the paragraph designated “Folding documents’ 
under the heading “conriINGENT EXPENSES OF THE House” in the 
Legislative Appropriation Act, 1955, or in any subsequent appropriation 
Act, are hereby increased by 7.5 per centum. 

(hk) The official reporters of proceedings and debates of the Senate and 
their employees shall be considered to be officers or employees in or under 
the legislative branch of the Government within the meaning of subsection 
(a) and the provisions of law referred to in such subsection. 

(it) The additional compensation provided by subsection (a) and the 
provisions of law referred to in such subsection shall be considered a part 
of basic compensation for the purposes of the Cwil Service Retirement Act 
of May 29, 1930, as amended. 

(j) Except as provided in subsection (d) (3) (C) of this section, no 
officer or employee shall be paid increased or additional compensation 
under this section for any period prior to July 1, 1955, at a rate in excess 
of 7.5 per centum of the aggregate rate of his basie compensation and addi- 
tional compensation under the Acts referred to in subsection (a), computed 
without regard to the amendment made by subsection (5). 

Sec. 5. Section 66 of the Farm Credit Act of 1933 (48 Stat. 269) is 
hereby amended to read as follows: 

“Sec. 66. No director, officer, or employee of the Central Bank for 
Cooperatives or of any production credit corporation, production credit 
association, or bank for cooperatives shall be paid compensation at a rate 
in excess of $14,620 per annum.” 

Sec. 6. (a) Each of the minimum rates of salary contained in section 
$ (d), the maximum rate of salary contained in the second sentence of 
such section 3 (d), and each of the maximum and minimum retes of 
salary contained in section 7, of the Act of January 3, 1946 (Publie 
Law 293, Seventy-ninth Congress), as amended (38 U.S. C., secs. 156 
(d) and 15f (a)), are hereby increased by 7.5 per centum. 

(6) Each of the rates of salary contained in section 3 (e) and section 
3 (f) of such Act of January 3, 1946, as amended (88 U.S. C., sees 156 
(e) and (f)), is hereby increased by 7.5 per centum. 

(ce) Each of the rates of salary increased by subsections (a) and (6) 
of this section which is not a multiple of $5 shall be rounded, as so in- 
creased, to the next higher $5 per annum. 

(d) Section 8 (d) of such Act of January 3, 1946, as amended (58 
U.S. C., see. 15g (d)), is amended by striking out “$12,800” and inserting 
in lieu thereof “$13,760”. 

Sec. 7. Each of the rates of basic compensation provided by sections 412 
and 415 of the Foreign Service Act of 1946, as amended, is hereby in- 
creased by 7.5 per centum. Each such rate as so increased which is not 
a multiple of $5 shall be rounded to the next higher 35 per annum. 

Sec. 8. (a) Notwithstanding section 3679 of the Revised Statutes, as 
amended (31 U.S. C., sec. 665), the rates of compensation of officers and 
employees of the Federal Government and of the municipal government of 
the District of Columbia whose rates of compensation are fixed by ad- 
ministrative action pursuant to law and are not otherwise increased by 
this Act are hereby authorized to be increased, effective on or after the 
first day of the first pay period which began after February 28, 1955, by 
amounts not to exceed the increases provided by this <ict for corresponding 


rates of compensation in the appropriate schedule or scale of pay. 
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(6) Nothing contained in this section shall be deemed to authorize any 
increase in the rates of compensation of officers and employees whose 
rates of compensation are fixed and adjusted from time to time as nearly 
as is consistent with the public interest in accordance with prevailing 
rates or practices. 

(c) Nothing contained in this section shall affect the authority con- 
tained in any law pursuant to which rates of compensation may be fixed 
by administrative action. 

Sec. 9. Notwithstanding any other provision of this Act, (1) no rate 
of compensation or salary which is $14,800 or more per annum shall be 
ancreased by reason of this Act and (2) no rate of compensation or salary 
shall be increased by reason of this Act to an amount in excess of $14,800 
per annum. 

See. 10. (a) Retroactive compensation or salary shall be paid by 
reason of this Act only in the case of an individual in the service of the 
United States (including service in the Armed Forces of the United States) 
or the municipal government of the District of Columbia on the date of 
enactment of this Act, except that such retroactive compensation or salary 
shall be paid (1) to an officer or employee who retired during the period 
beginning on the first day of the first pay period which began after Feb- 
ruary 28, 1955, and ending on the date of enactment of this Act for 
services rendered during such period and (2) in accordance with the 
provisions of the Act of August 3, 1950 (Public Law 6386, Eighty-first 
Congress), as amended, for services rendered during the period beginning 
on the first day of the first pay period which began after February 28, 
1955, and ending on the date of enactment of this Act by an officer or 
employee who dies during such period. 

(6) For the purposes of this section, service in the Armed Forces of 
the United States, in the case of an individual relieved frum training and 
service in the Armed Forces of the United States or discharged from hos- 
pitalization following such training and service, shall include the period 
provided by law for the mandatory restoration of such individual to a 
position in or under the Federal Government or the municipal government 
of the District of Columbia. 

Sec. 11. Notwithstanding any provision of this Act or of the Postal 
Field Service Compensation Act of 1955, no individual subject to the 
Classification Act of 1949, as amended, whose rate of basic salary 1s 
increased by reason of section 701 of the Postal Field Service Compensa- 
tion Act of 1958, shall be entitled to receive payment of any increase under 
the provisions of the Classification Act of 1949, as amended by this Act, 
for any period for which he is entitled to receive an increase in basic 
salary under section 701 of the Postal Field Service Compensation Act 
of 1958. 

y Sec. 12. (a) Section 505 of the Classification Actof 1949, as amended 
(68 Stat. 1105; 6 U. S. C., see. 1105), 18 amended to read as follows: 

“Sec. 505. (a) No position shall be placed in grade 16, 17, or 18 of 
the General Schedule except by action of, or after prior approval by, a 
majority of the Civil Service Commissioners. 

‘(h) Subject to subsections (ec), (d), and (e) of this section, a majority 
of the Civil Service Commissioners are authorized to establish and, from 
time to time, revise the maximum number of positions (not to exceed 
twelve hundred) which may be in grades 16, 17, and 18 of the General 
Schedule at any one time, except that under such authority such mani- 
mum number of positions shall not exceed three hundred and twenty-five 
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for grade 17 and one hundred and twenty-five for grade 18. The United 
States Civil Service Commission shall report annually to the Congress 
the total number of positions established under this subsection for grades 
16, 17, and 18 of the General Schedule and the total number of positions 
so established for each such grade. 

“(e) The number of positions of senior specialists in the Legislative 
Reference Service of the Library of Congress allocated to grades 16, 17, 
and 18 of the General Schedule by reason of the proviso contained in 
section 203 (b) (1) of the Legislative Reorganization Act of 1946 (60 
Stat. 836; 2 U. S. C., sec. 166 (b) (1)) shall be in addition to the number 
of positions authorized to be placed in such grades by subsection (b). 

“(d) The Comptroller General of the United States is authorized, sub- 
ject to the procedures prescribed by this section, to place a total of twenty- 
five positions in the General Accounting Office in grades 16, 17, and 18 of 
the General Schedule. Such positions shall be in addition to the number of 
positions authorized to be placed in such grades by subsection (6). 

“(e) The Director of the Federal Bureau of Investigation, United 
States Department of Justice, is authorized, without regard to any other 
provision in this section, to place a total of thirty-seven positions in the 
Federal Bureau of Investigation in grades 16, 17, and 18 of the General 
Schedule. Such positions shall be in addition to the number of positions 
authorized to be placed in such grades by subsection (b).” 

(b) Positions in grades 16, 17, or 18, as the case may be, of the General 
Schedule of the Classification Act of 1949, as amended, immediately prior 
to the effective date of this section, shall remain, on and after such effective 
date, in their respective grades, until other action is taken under the pro- 
visions of section 505 of the Classification Act of 1949 as in effect on and 
after such effective date. 

(c) The following parts of laws and parts of reorganization plans are 
hereby repealed: 

(1) Section 710 (a) of the Defense Production Act of 1950 (64 Stat. 
819; 50 App. U.S. C., sec. 2160 (a)); 

(2) That part of section 401 (a) of the Federal Civil Defense Act of 
1950 (64 Stat. 1254; 50 App. U. 8. C., sec. 2253 (a)) which reads as 
follows: ‘“‘and subject to the standards and procedures of that Act, to 
place not more than twenty-two positions in grades 16, 17, and 18 of the 
General Schedule established by that Act, and any such positions shall be 
additional to the number authorized by section 505 of that Act;’’; 

(3) Section 108 of the Supplemental Appropriation Act, 1951 (64 
Stat. 1064; Public Law 843, Evghty-first Congress) ; 

(4) The fourth paragraph under the heading “‘General Accounting 
Office” contained in title I of the Independent Offices Appropriation Act, 
1952 (65 Stat. 274; Public Law 137, Eighty-second Congress) , as amended 
by the fourth paragraph under the heading “General Accounting Office” 
contained in title I pes the Independent Offices Appropriation Act, 1953 
(66 Stat. 399; Publie Law 455, Ejighty-second Congress), and by the 
proviso under the heading “‘General Accounting Office’ contained in title 
I of the Independent Offices Appropriation Act, 1955 (68 Stat. 280; 
Public Law 428, Eighty-third Congress; 31 U.S. C., sec. 52a), which 
reads as follows: “‘The Comptroller General of the United States hereafter 
ws authorized, subject to the procedures prescribed by section 505 of the 
Classification Act of 1949, but without regard to the numerical limitations 
contained therein, to place five positions in grade GS-18, two positions in 
grade GS-17, and twelve positions in grade GS-16 in the General Schedule 
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established by the Classification Act of 1949, and such positions shall be 
an lieu of any positions in the General, Accounting Office previously 
allocated under section 605. The authority granted herein shall not be 
construed to require or preclude the reallocation of any positions in the 
General Accounting Office previously allocated under section 508,.”’; 

(5) That part of the paragraph under the heading “Renegotiation 
Board” and under the subheading “Salaries and Expenses’’ contained in 
chapter V of the Second Supplemental Appropriation Act, 1952 (65 Stat. 
763; Publie Law 254, Eighty-second Congress; 50 App. U. S. C., see. 
1217a), which reads es : follow s: “: Provided, That the Board is authorized, 
subject to the procedures prescribed by section 505 of the Classification 
Ac. of 1949, to place not more than five positions in grades 16, 17, or 18 
of the General Schedule established by said Act, and such positions shall 
be in addition to the number authorized by said section”; 

(6) That part of section 606 of the Departments of State, Justice, Com- 
merce, and the Judici wy Appropriation Act, 1952 (65 Stat. 600 oo ie 
Law 188, Eighty-secon d Congress), which reads as follows: “The Dp 
of the Federal Bureau of Investigation, United States De sential “Of 
Justice, hereafter is authorized without regard to section 505 of the 
Classification Act of 1949 to place two positions in grade GS-18, and 
seven positions in grade GS-17, in the General Schedule established by 
the Classification Act of 1949, and such positions shall be in lieu of any 
positions in the Federal Bureau of Investigation previously allocated 
under section 505.” 

(7) That part of the paragraph under the heading ‘‘Federal Bureau of 
Investigation” and under the subheading ‘Salaries and Expenses’’ con- 
tained in title II (the Department of Justice Appropriation Act, 1953) 
of the Departments of State, Justice, Commerce, and tie Judiciary 
Appropriation Act, 1958 (66 Stat. 557; Publie Law 495, Highty-second 
Congress; 5 U. S. C., sec. 800e), which reads as follows: “‘: Provided 
further, That the Director of the Federal Bureau of Investigation here- 
after is authorized, without regard to the Classification Act of 1949, to 
place twenty positions in grade GS-16 in the General Schedule esiab- 
lished by the Classification Act of 1949”; 

(8) Section 806 of the Supplemental Appropriation Act, 1954 (67 
Stat. 429; Publie Law 207, Eighty-third Congress) ; 

(9). Section 737 of the Department of Defense OT Act, 
1955 (68 Stat. 357; Publie Law 458, Eighty-third Congress; 5 U.S 
sec. 171d-—2); 

(10) That part of the paragraph under the heading “Bureau of the 
Budget’”’ contained in title I of the Independent Offices Appropriation 
Act, 1955 (68 Stat. 273; Public Law 428, Eighty-third Congress; 31 

U.S. € ’., sec. 166), which reads as follows: “: Provided, That the Bureau 
of the Budget is authorized, without regard to section 505 of the Classifi- 
cation Act of 1949, to place two additional positions in grade GS-18 and 
two additional positions in grade GS-17 of the General Schedule estab- 
lished by said Act’’; 

(11) That part of the paragraph under the heading ‘Saint Lawrence 
Seaway Development Corporation” contained in chapter VIII of the 
Supplemental Appropriation Act, 1955 (68 Stat. 818; Public Law 663, 
Eighty-third Congress; 33 U.S. C., see. 984a), which reads as follows: 
“: and the Administrator is authorized, subject to the procedures pre- 
scribed by section 505 of the Classification Act of 1949, to place not more 
than four positions in grades 16, 17, or 18 of the "General Schedule 
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established by said Act, and such positions shall be in addition to the 
number authorized by said section”; 

(12) That part of the paragraph under the heading “President’s 
Advisory Committee on Government Organization” contained in chapter 
IV of the Second Supplemental Appropriation Act, 1954 (68 Stat. 25; 
Publie Law 304, Eighty-third Congress), which reads as follows: “: Pro- 
vided, That the Committee is authorized, without regard to section 505 
of the Classification Act of 1949, to place one position in Grade GS-17 of 
the General Schedule established by said Act’’; 

(18) That part of section 602 (a) of the Act entitled “An Act to pro- 
vide for greater stability in agriculture; to augment the marketing and 
disposal of agricultural products; and for other purposes’’, approved 
August 28, 1954 (68 Stat. 908; Public Law 690, Eighty-third Congress; 
7 U.S. C., see. 1762 (a)), which reads as follows: “‘, and the Secretary 
of Agriculture may place not to exceed eight positions in grade 16 and 
two in grade 17 of the General Schedule of the Classification Act of 1949, 
as amended, in accordance with the standards and procedures of that 
Act and such positions shall be in addition to the number authorized in 
section 505 of that Act’; 

(14) Section” 228 of the National Housing Act (68 Stat. 609; 12 
U.S. C., see. 1702a); 

(15) The second paragraph of section 606 of the Departments of 
State, Justice, Commerce, and the Judiciary Appropriation Act, 1952 
(65 Stat. 601; Public Law 188, Eiighty-second Congress; 5 U.S. C., see. 
152¢); 

(16) That part of the third proviso of the first paragraph under the 
heading “General Provisions’ contained in chapter XI of the Third 
Supplemental Appropriation Act, 1952 (66 Stat. 121; Public Law 376, 
Eighty-second Congress; 5 U. S. C., secs. 245a, 2956, 483-1, 592a-2, 
611c), which reads as follows: “shall be placed in the highest grade set 
forth in the general schedule of such Act without regard to section 505 
(b) of such Act, as amended, and shall be in addition to the number of 
positions authorized to be placed in such grade under such section,’’; 

(17) That part of the paragraph under the heading ‘United States 
Section, Saint Lawrence River Joint Board of Engineers’’ contained in 
chapter - IX of the Third Supplemental Appropriation Act, 1954 (68 
Stat. 90; Public Law 357, Eighty-third Congress), which reads as follows: 
“Provided, That, subject to the procedures prescribed by section 505 of 
the Classification Act of 1949, but without regard to the numerical lim- 
tations contained therein, one position under the United States section 
of said Joint Board of Engineers may hereafter be placed in grade GS-16 
in the General Schedule established by that Act:’’; 

(18) That part of the paragraph under the heading ‘“‘ Smithsonian 
Institution” contained in Title II of the Department of the Interior and 
Related Agencies Appropriation Act, 1956 (Public Law 78, Eighty- 
fourth Congress), which reads as follows: “: Provided, That the Smith- 
sonian Institution is authorized without regard to section 505 of the 
Classification Act of 1949, to place two positions in GS-18, two positions 
in GS-17, and one additional position in GS-16 of the General Schedule 
established by said Act’’; 

(19) That part of section 3 of Reorganization Plan Numbered 1 of 
1952, effective March 15, 1952 (66 Stat. 823; 5 U.S. C., see. 1332-16 
note), which reads as follows: “, except that the compensation may be 


& 6646 Gt SO e8t 28 


—— st ss Se Oe 


~s 


SGhaGFe eR ee Oe 


7 =. 


eee 68 © Gee ewrne @ 





% 
as 


FoF LA RRC TEN sete ES 


coe tes 


VES CAR. PRE ENTIAL 





MHIGAN } IRRARIFS 


LINIVERSHTY OF Mi 





12 FEDERAL EMPLOYEES SALARY INCREASE ACT OF 1955 


fixed without regard to the numerical limitations on positions set forth 
- a 505 of the Classification Act of 1949, as amended (5 U. S. C. 

5 ?. 

(20) That part of section 4 (a) of Reorganization Plan Numbered & 
of 1952, effective July 1, 1952 (66 Stat. 826), which reads as follows: 
“, except that the compensation for not to exceed fifteen such offices at any 
one time may be fixed without regard to the numerical limitations on 
nr set forth in section 505 of the Classification Act of 1949 (6 

. S. C. 1105)”; and 

(21) That part of section 1 (d) of Reorganization Plan Numbered 8 
of 1958, effective August 1, 1953 (67 Stat. 642; 6 U.S. C., sec. 1832-15 
note), which reads as follows: “‘, except that the compensation may be fixed 
without regard to the numerical limitations on positions set forth in section 
505 of the Classification Act of 1949, as amended (6 U.S. C. 1105)”. 

Szc. 18. (a) Except as provided in subsections (b) and (c) of this 
section, this Act shall take effect as of the first day of the first pay period 
which began after February 28, 1955. 

(b) This section and sections 8, 10, 11, and 12 shall take effect on the 
date of enactment of this Act. 

(c) Subsections (e) and (f) of section 4 shall take effect on the first day 
. the second pay period which begins after the date of enactment of this 

ct. 

(d) For the purpose of determining the amount of insurance for which 
an individual is eligible under the Federal Employees’ Group Lafe 
Insurance Act of 1954, all changes in rates of compensation or salary 
which result from the enactment of this Act shall be held and considered 
to be effective as of the first day of the first pay period which begins on or 
after the date of such enactment. 

And the House agree to the same. 


Tom Morray, 

Epwarp H. Ress, 

James C. Davis, 
Managers on the Part of the House. 


Our D. Jounston, 
Mattuew M. NEE ty, 
Joun QO. Pastore, 
FRANK CARLSON, 
W. E. Jenner, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House 
to the bill (S. 67) entitled “An act to adjust the rates of basic com- 
pensation of certain officers and employees of the Federal Govern- 
ment, and for other purposes,” submit the following statement in 
explanation of the effect of the action agreed upon by the conferees 
and recommended in the accompanying conference report: 

The House amendment to the text of the Senate bill struck out all 
of the Senate bill after the enacting clause and inserted a substitute 
text. The committee of conference recommends that the Senate 
recede from its disagreement to the amendment of the House and 
agree to the same with an amendment which is a substitute for both 
the Senate bill and the House amendment and that the House agree 
to the same. 

Both the conference agreement and the House bill provided for a 
7.5 percent increase in compensation for all employees covered by 
such proposed legislation. 

Except for technical and minor drafting changes, the differences 
between the House amendment and the conference agreement are 
discussed below. 

(1) In the House bill and the conference agreement the General 
Schedule of the Classification Act of 1949 is increased in each grade 
and each step by 7.5 percent rounded off to figures divisible e 5. 
In cases where this figure is not divisible by 5, in the conference agree- 
ment, it is raised to the next higher figure so divisible. In the House 
bill it is raised to the nearest such figure. 

(2) Provision for the pay raises for legislative employees is modified 
for Senate employees in line with Senate payroll requirements and 
policies. 

Tom Murray, 

Epwarp H. Ress, 

James C, Davis, 
Managers on the Part of the House. 
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ESTABLISHING A COMMISSION ON GOVERNMENT 
SECURITY 





Jung 23, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rocers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. J. Res. 157] 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 157) to establish a Commission on Government 
Security, having considered the same, report favorably thereon with 
amendments and recommend that the joint resolution do pass. 

The amendments are as follows: 

On page 6, line 23, strike out “or member’’. 

On page 7, line 5, strike out “or member’’. 

On page 7, lines 7 and 8, strike out ‘“‘of such subcommittee, or any 
duly designated member,” and insert “, or the Chairman of any 
subcommittee with the approval of a majority of the members of such 
subcommittee’. 

On page 7, line 9, strike out “or member’. 

On page 8, line 6, strike out “premature”. 

On page 8, line 11, strike out the word “shall” and insert the word 
“may”’. 

On page 8, line 14, strike out “January 15” and insert “December 
Ht he 


PURPOSE OF THE AMENDMENTS 


The above amendments are merely perfecting in nature except as 
to the amendment which changes the reporting date of the commission 
from January 15 to December 31, 1956. 


THE PURPOSE OF THE RESOLUTION 


The purpose of this resolution, as amended, is to establish a tem- 
porary commission to study and report on all phases of the Govern- 
ment’s security program, including the various statutes, Presidential 
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orders, and administrative regulations and directives under which the 
Government seeks to protect the national security, national defense 
secrets, and public and private defense facilities from espionage, 
disloyalties, subversive activities, sabotage and unauthorized dis- 
closures. 

GENERAL STATEMENT 


The Committee on the Judiciary of the 83d Congress, 2d session, 
after a subcommittee had conducted extensive hearings on a consider- 
able number of legislative measures relating to the problem of national 
security, favorably reported to the House a resolution somewhat sim- 
ilar to this resolution, House Joint Resolution 157. Those hearings 
of the last Congress were available to the Committee on the Judiciary 
in considering the proposed resolution. 

It is the conclusion of the committee that a thorough studv should 
be made of the problem of balancing the basic rights of individuals 
with the need to protect the national security of the Government of 
the United States. The committee therefore recommended the estab- 
lishment of this Commission on Government Security to make a 
study of all of the facets of the problem not only within the Govern- 
ment, itself but also in private industry which, because of the nature 
of its work, is involved in the same problem. The experience of the 
Government as well as private industry over the past several years 
in this field of internal security should be analyzed and evaluated so 
that the whole problem might be seen in its proper perspective. 
Such a Commission as proposed by this resolution will be able to 
furnish the answer to such questions as whether or not existing stat- 
utes and regulations are adequate or whether there is a need to expand 
or restrict such procedures and operations as these laws and regulations 
require. 

AN ANALYSIS OF THE RESOLUTION 


Section 1 of the resolution contains a declaration of policy that it 
is vital to the welfare and safety of the United States that the pro- 
tection of national security, including not only the Government and 
its operation, but also private defense installations, should be adequate. 
It states that there is a need for the establishment of procedures for 
security investigation, evaluation, and clearance. Such procedures 
are necessary not only for Government employees but also with 
respect to private employment involving access to national-defense 
secrets or where the opportunity to harm national security is afforded. 
Jt states that there must be effective enforcement of security laws 
and regulations under a policy which will protect the national security 
and at the same time preserve basic American rights. 

Section 2 of the resolution establishes a Commission to be known as 
the Commission on Government Security. The Commission will be 
composed of 12 members. ‘The President would appoint 4 members to 
the Commission, 2 from the executive branch and 2 from private life; 
the President of the Senate would appoint 4 members, 2 from the 
Senate and 2 from private life; and the Speaker of the House of Rep- 
resentatives would appoint 4 members, 2 from the House of Represen- 
tatives and 2 from private life. No more than two appointees of each 
of the appointing individuals could be from the same political party. 
In the case of an occurrence of a vacancy in the Commission, it would 
not affect any of the Commission’s powers and the vacancy would be 
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filled in the same manner as the original appointment. The Com- 
mission would elect its own Chairman and Vice Chairman and seven 
members would constitute a quorum. 

Section 3 of the resolution provides that the Members of Congress 
and the members of the executive branch of the Government who are 
appointed members of the Commission. shall receive no additional 
compensation for their services as members of the Commission in 
addition to that which they receive in their capacity either as Members 
of Congress or of the executive branch of the Government. The 
members of the Commission from private life are compensated at 
$50 per diem when engaged in the actual performance of their duties. 
All members of the Commission, however, will be entitled to the usual 
and necessary expenses incurred in performance of their duties. 

Section 4 of the resolution provides for the employment of the 
necessary personnel to carry out the work of the Commission. 

Section 5 of the resolution authorizes the appropriation of funds to 
carry out the provisions of this joint resolution. 

Section 6 of the resolution sets forth the duties of the Commission. 
These duties include the study and investigation of the entire Govern- 
ment security program. It encompasses not only the statutes, 
Presidential orders and administrative regulations and directives 
under which the security program of the Government operates, but 
also extends to the protection of national security, national-defense 
secrets, and public and private defense installations. It is to include 
the actual manner in which the program has operated and has been 
administered in the light of the policy set forth in the first section of 
this joint resolution. The Commission will report and make recom- 
mendations as to the adequacy of the existing program and its opera- 
tion. 

Section 7 of the resolution empowers the Commission to hold hear- 
ings when and where necessary, to administer oaths and to issue sub- 
penas. It also authorizes the Commission to secure from various 
governmental departments, bureaus, and agencies such information 
and various data that it might require in order to function in accord- 
ance with the objectives of the resolution. 

Section 8 of the resolution is a limitation on the release of any 
information which, in the opinion of the President, might jeopardize or 
interfere with a prospective or pending criminal prosecution or in the 
operation of the intelligence responsibilities of a Government agency. 

Section 9 of the resolution relates to the members of the Commission 
and provides for the filing of such interim reports to the Congress 
and the President as it deems advisable, but requires a final report to 
the Congress and the President not later than December 31, 1956. 
The final report may propose legislative enactments and administra- 
tive actions as may be necessary to carry out the recommendations of 
the Commission. The Commission shall cease to exist 90 days after 
submission of the final report. 

Having considered all of the facts in the matter, the committee is of 
the opinion that House Joint Resolution 157, as amended, should pass 
and it so recommends. 0 
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Mr. Ricuarps, from the Committee on Foreign Affairs, submitted 
the following 


REPORT 


[To accompany S. 2090) 


The Committee on Foreign Affairs, to whom was referred the bill 
(S. 2090) to amend the Mutual Security Act of 1954, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommends that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 2, strike out “$1,278,000,000” and insert ‘$1,133,000,- 
000”’. 

Page 2, after line 3, insert: 

(b) In section 103 (b), after the word “chapter”, insert ‘‘and of section 124’’. 

Page 2, line 4, strike out ‘‘(b)”’ and insert ‘‘(c)”’. 

Page 2, line 12, strike out ‘‘(c)” and insert ‘‘(d)”’. 

Page 2, line 24, strike out ‘“(d)” and insert “‘(e)”. 

Page 3, line 3, strike out ‘‘(e)’”’ and insert “(f)”’. 

Page 3, line 7, strike out “(f)” and insert “(g)”. _ ; 

Page 3, beginning on line 11, strike out ‘‘by adding, after section 
123, the following new section:’’ and insert: 
as follows: 


(a) In section 121, which relates to southeast Asia and the western Pacific, 
strike out the fourth word of the third sentence, ‘‘section”, and insert “‘title’’. 
(b) Add after section 123 the following new section: 


Page 4, line 6, strike out “$70,000,000” and insert ‘‘$92,000,000”. 
Page 4, line 7, before the semicolon insert: 


not less than $50,000,000 of the funds made available under the authority of this 


subsection shall be used for assistance to Spain in accordance with the provisions 
of this section. 


Page 4, line 9, before the semicolon insert: 


: Provided, That the amount made available for Greece for fiscal year 1956 shall 
not be less than that made available for such country for fiseal year 1955 


Page 5, line 7, after “‘follows:”’, insert: 
After “Suc. 142. AGREEMENTs.—” insert ‘‘(a)”; 
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Page 5, line 8, strike out ‘‘subsection” and insert “paragraph’’. 

Page 5, line 9, after the semicolon insert ‘“‘and’’. 

Page 5, line 10, strike out “subsection” and “paragraph” and insert 
“paragraph” and “subparagraph’”’, respectively. 

Page 5, line 11, after the colon insert: 
and in lieu of all of that part of the present paragraph (11) which precedes sub- 
paragraph (i) thereof, insert the following: 

Page 5, line 12, strike out ‘‘(11)” and insert ‘‘(b)”’. 

Beginning on page 7, strike out line 25, and lines 1 to 3, inclusive, 
on page 8, and insert: 


(b) In section 402, which relates to the sale of surplus agricultural commodities, 
strike out “‘$350,000,000” and insert in lieu thereof ‘‘$600,000,000”. 


Page 8, strike out lines 16 to 20, inclusive. 

Page 8, line 21, strike out ‘‘(3)”’ and insert ‘‘(2)”’. 

Page 9, line 1, strike out “(4)” and insert ‘(3)’’. 

Beginning on page 9, strike out lines 21 and 22, and lines 1 and 2 
on page 10. 

Page 10, line 3, strike out “‘(h)”’ and insert “‘(g)’’. 

Page 10, line 21, strike out ‘‘(i)” and insert ‘(h)”’. 

Page 10, line 23, strike out “1,300,000” and insert “$1,300,000”. 

Page 11, line 1, strike out ‘‘(j)” and-insert ‘‘(i)”’. 

Page 11, line 10, after “title”, strike out the arabic numeral ‘1” 
and insert a roman numeral “T”’. 

Page 12, line 1, strike out ‘‘(k)” and “section” and insert ‘‘(j)’’ and 
“sections”, respectively. 

Page 13, line 6, insert ‘‘friendly’’ before “foreign government”. 

Page 13, line 7, insert “friendly” before “governments”. 

Page 13, line 18, strike out the quotation mark. 

Page 13, after line 18, insert: 


“Sec. 419. Wortp HEeattH OrGANIZzATION.—Section 3 (a) of Public Law 643, 
Eightieth Congress, approved June 14, 1948, as amended, is hereby amended to 
read as follows: 

* (a) such sums as may be necessary for the payment by the United States 
of its share of the expenses of the Organization as apportioned by the Health 
Assembly in accordance with article 56 of the constitution of the Organiza- 
tion, except that payments by the United States for any fiscal year of the 
Organization after 1958 shall not exceed 23% per centum of the total assess- 
ments of active members of the Organization for such fiscal year; and’. 

“Sec. 420. Joint Commisston ON Rurat DEvVELOPMENT.—(a) The Secretary 
of State, after consultation with the Director, is hereby authorized to conclude an 
agreement with the Republic of the Philippines establishing a Joint Commission 
on Rural Development in the Philippines, to be composed of two citizens of the 
United States appointed by the President of the United States and three citizens 
of the Philippines appointed by the President of the Republic of the Philippines. 
Such Commission shall formulate and carry out a program for development of 
the rural areas of the Philippines, which shall include such research and training 
activities as may be necessary or appropriate for such development: Provided, 
That assistance furnished under this section shall not be construed as an express 
or implied assumption by the United States of any responsibility for making any 
further contributions to carry out the purposes of this section. 

“(b) Insofar as practicable, an amount equal to not more than 10 per centum of 
the funds programed in any fiscal year for the Republic of the Philippines under 
title I, chapter 3, and title III of this Act shall be used to carry out the purposes 
of subsection (a) of this section.” 


Page 13, strike out lines 22 to 25, inclusive. 

Page 14, line 1, strike out ‘‘(b)”’ and insert ‘‘(a)”’. 
Page 14, line 8, strike out ‘‘(¢)” and insert ‘‘(b)”’. 
Page 14, line 10, strike out ‘‘(d)” and insert “‘(c)”’. 
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Page 14, strike out lines 21 and 22 and insert: 


(d) In section 509, which relates to shippin on United States vessels, insert 
“(except surplus agricultural commodities)” after ‘commodities’, and add the 
following sentence at the end thereof: 

Page 16, beginning on line 16, strike out ‘“‘by adding after section 
547, the following new sections:” and insert: 
as follows: 


(a) At the end of section 544, which relates to amendments to other laws, add 
the following new subsections: 

“(e) The first sentence of section 2 of the Act of June 27, 1942, entitled ‘An 
Act to exempt from duty personal and household effects brought into the United 
States under Government orders’, as amended (U. S. C., title 50 App., sec. 802), 
is hereby further amended by striking out ‘1955’ and inserting in lieu thereof 
‘1956’.”” 

“(d) Public Law 480, Eighty-third Congress (68 Stat. 454), is hereby amended 
by adding after section 305 the following new section: 

‘Sec. 306. In order to carry out more effectively the policies and purposes of 
this Act, the President may exercise the authority provided herein without regard 
to the provisions of section 901 (b) of the Merchant Marine Act of 1936, as 
amended, or any other law relating to the ocean transportation of commodities, 
materials, and equipment on United States-flag vessels.’ ” 

(b) After section 547 add the following new sections: 

Page 17, line 10, after ‘‘549.’’, insert ‘“‘(a)’’. 

Page 18, line 1, after ‘United States’’, insert ‘‘to a greater extent’. 

Page 18, line 3, strike out the quotation mark. 

Page 18, after line 3, insert: 

“‘(b) It is the sense of the Congress that assistance under this Act shall be ad- 
ministered so as to assist other peoples in their efforts to achieve self-government or 
independence under circumstances which will enable them to assume an equal 
station among the free nations of the world.” 

Sec. 12. It is hereby declared to be the continuing sense of the Congress that 
the Communist regime in China has not demonstrated its willingness to fulfill the 
obligations contained in the Charter of the United Nations and should not be 
recognized to represent China in the United Nations. 


INTRODUCTION 


PURPOSE OF THE BILL 


The bill authorizes the funds necessary for carrying forward the 
mutual security program along the lines established in last year’s 
comprehensive legislation (Public Law 665, 83d Cong.) 

All aspects of the program were scrutinized by the committee during 
its consideration of the bill, and certain phases of our aid efforts were 
completely reexamined because important developments during the 
past year have raised questions as to their effectiveness. 

This year, for the first time since the beginning of the foreign 
assistance program, the committee did not feel it necessary to re- 
evaluate the fundamental premises on which the mutual security 
program is based, or to question whether after a careful balancing of 
the risks and advantages it was worthwhile to authorize the continua- 
tion of the program. There is today evidence on every continent 
that the mutual security program has begun to give us important 
foreign policy advantages. The reaction of the free peoples of the 
Far East to the blandishments of communism at Bandung; the final 
joining together of the United Kingdom, France, Germany, Italy, 
Belgium, Luxembourg, and the Netherlands for defense in the Western 
European Union; the determined elimination of communism by 
Guatemala with the united support of the other American Republics, 
as well as the apparent reorientation of Soviet diplomacy, can all be 
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cited as indications that the course on which the United States has 
embarked should not be abandoned. 1 
The evidence that the mutual security program bas begun to show a 1¢ 
return on our enormous investment in it makes it particularly impor- 
tant that its full effectiveness should be maintained. The danger to the 
; free world from Communist aggression remains. Our allies, who for 
the first time in long years of gloom and tension may feel an inclination 
to relax, need the assurance of our continued backing. The peoples Ti 
of the newer nations and the underdeveloped areas of the world need 
tangible encouragement to avoid the dangers of Soviet imperialism. 
The committee recognizes the importance of curtailing United States 
expenditures in every way possible. It believes that there can be no 
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practical alternative today but to implement this program. 
ie The following table shows the executive request for the Mutual 
: Security Act for fiscal year 1956, the amounts authorized by the Senate 
ipa : . ? 
Pes we: and the amounts recommended by the committee. Title, chapter, and - 
, . . 7 . : 
bi! section references are to those contained in the Mutual Security Act of 
— , 
te: 1954. 
Ps ' 
4 Differences 
’ Committee on 
oC} Executive Foreign Affairs |Dotween, Senate 
= Category request Senate, S. 2090 | “recommenda- oo Tit 
= tion mendations 
z; 
=< Title I. Mutual defense assistance: 
CF Ch.1. Military assistance (sec. 103).| $1, 278,000,000 | $1, 278,000,000 | $1, 133,000,000 | —$145, 000, 000 
ot Ch. 2. Direct forces support (sec. 
~ ' BO oe cals cndeas onbenniemaimcs 317, 200, 000 317, 200, 000 DEG O Tocinenccendtevac 
bat Ch. 3. Defense support (sec. 131): 
c= } See Ere Se en Urol ap tee 70, 000, 000 70, 000, 000 92, 000, 000 +22, 000, 000 
nado Near East and Africa... ........ 102, 500, 000 102, 500, 000 8) eae 
~ ; i ncaee ale 827, 800, 000 827, 800, 000 8 | y Sa 
"4 
‘ La yh: | Se 2, 595, 500,000 | 2,595, 500,000 | 2, 472, 500, 000 — 123, 000, 000 
: c ’ Title II. Development assistance: 
Near East and Africa_.........._.- | 73, 000, 000 73, 000, 000 yg Oe 
: US a ge te | 71, 000, 000 71, 000, 000 ol. J. | =e 
eo Latin America. .....---..---------- | 21,000,000 | 38,000,000 | 38,000, 000 Joo TrTorroo — 
tA hs a ee 165,000,000 | 182,000,000 | 182, 000,000 |... 
Title III. Technical cooperation: ny Te 
Sec. 304. Bilateral._._...........-.. 146, 500, 000 146, 500, 000 146, 500, 000 }.........--..... gr 
Sec. 306. Multilateral: pr 
} (a) United Nations technical 
= ' EES GEE: 24, 000, 000 24, 000, 000 4 8 SaaS Se 
4 (6) Organization of American 
oun IG sca dindetnig nes Clecssnid cate 1, 500, 000 1, 500, 000 et ea 
Total, title TIT. ....... 172,000,000 | 172,000,000 | 172,000,000 |...............- 
Title IV. Other programs: 1 eK 
Sec. 401 (b). Special fund-___....__- 100, 000, 000 100, 000, 000 A eo 
— 403. Joint control areas. __..__- 21, 000, 000 21, 000, 000 _ ek fee 
ec. 405: 
(a) Movement of migrants. __.. 12, 500, 000 po ee eae Ee: —12, 500, 000 
(ec) United Nations Refugee 
| EO eae 1, 400, 000 1, 400, 000 Sf | ees 
(d) Selected escapees__......__- 6, 000, 000 6, 000, 000 at. vf SE 
Sec. 406. Children’s welfare. _-_._.-- 14, 500, 000 14, 500, 000 SU  } eae 
Sec. 407. Palestine refugees__....... 65, 000, 000 65, 000, 000 PLEO Wcinicconaccuucase 
Sec. 408. North Atlantic Treaty 
Nea LEE eer 3, 700, 000 FORE, beecnss stenooeens —3, 700, 000 
Sec. 409. Ocean freight charges: 
(c) Voluntary packages__...__. 2,000, 000 2, 000, 000 BO00 GOO bites octiiicances 
(d) Surplus agricultural com- 
TRGUINNNE iS Soh ena wre 13, 000, 000 13, 000, 000 13, 000,000 }...............- 
Sec. 410. Control Act expenses. . __- 1, 175, 000 1, 175, 000 Fh ae 
Sec. 411. Administrative and other 
ees aa ne Segre we tne 35, 225, 000 35, 225, 000 | en 
Sec. 418. Asian Development Fund. 200, 000, 000 200, 000, 000 200, 000, 000 |..........----.. 
Denhal, 00600 TY veicccovitrs dun cncacis 475, 500, 000 475, 500, 000 459, 300, 000 —16, 200, 000 
: OR isco pinecibdddisbtcbbeodsaba 3, 408,000,000 | 3,425,000,000 | 3,285, 800, 000 —139, 200, 000 


























MUTUAL SECURITY ACT OF 1955 3 


The following table compares the appropriations for fiscal year 
1955 with the sums recommended by the committee for fiscal year 
1956. 





| Fiseal year Recommended 
Category | 1955 appro- | for fiscal year 
priation 1956 






































Title I. Mutual defense assistance: 
Ch. 1. Military assistance (sec. 108)... ......2...2--see--casse---.--- $1, 192, 700,000 | $1, 133, 000, 000 
ee | Seas Sa eee Fs SE be ee ee eee 795, 000, 000 317, 200, 000 
ea GREE Rat SA RS Sree j 406, 098,195 | 1, 622, 300, 000 
Oe Faia aca a eel | 2,303, 798,195 | 2, 472, 500, 000 
Title II. Development assistance: fi sab. Sana Te 
NGG? Hast G0 DOA. 65... 5s eet aebn eb itidn seidonwivin aotige! 115, 000, 000 73, 000, 000 
| RES PEE I SUN EN aS 60, 500, 000 | 71, 000, 000 
SGI AIO sn 6.62 <2 025 ctannehnniben enhance ahjaencancel 9, 000, 000 | 38, 000, 000 
ep | RR 2! SESS SAE oe Ae a a 184, 500,000} 182, 000, 000 
Title III. Technical cooperation: reat 5 AO 
Ges. 306. Bilateral, .. cic cnceseeccaainabas pipddenns -ocwimpinaeenamed 105, 000, 000 146, 500, 000 
Sec. 306. Multilateral: 
(a) United Nations technical assistance..............-....--.--.- 9, 957, 621 | 24, 000, 000 
(6) Organization of Ameriean States.........-.......--.-......- 1, 500, 000 1, 500, 000 
Total, Gite caccbalcte ath bite ds docnanaicanbio cans 116, 457, 621 | 172, 000, 000 
Title IV. Other programs: ® | oe 
See: Gi. Boediad FN iccisanteseneekskeesdsvabandestcabesed Bae te seeersnnancc=0--| 100, 000, 000 
Bed. 400. Toit cmmitres GH acs heicas Sccwencmscnnice donerveccusae 25, 000, 000 | 21, 000, 000 
Sec. 405: 
(a) Movemant of cao chk Sake scence meccccensan aso Te | oe Se 
(c) United Nations Refugee Fund-.............-.......-....---. EE 1, 400, 000 
RR SEES EET E, PSE OO See babes! 6, 000, 000 
eee en Pa ae ee 12, 500, 000 | 14, 500, 000 
MR RR eS NSN aera : 65, 000, 000 
Sec. 408. North Atlantic Treaty Organization............-....-.-.-- | S| ee 
ET eR ngs eens 4, 400, 000 | 15, 000, 000 
ne G00 COmines Bee ONIN nooo cn oan ledakcvcndemdnannans 1, 175, 000 | 1, 175, 000 
Sec. 411. Administrative expenses. -...........--..--.--2--.------.--| 32, 500, 000 | 35, 225, 000 
Sec. 418. Asiatic Development Fund...............................- = Pe SSIES 200, 000, 000 
EN BY ha vote skank Séndtcaabhdanedoudbcbtncaumebunetibas } 86, 744, 000 | 459, 300, 000 
Sn ee D RE 2 oF a } : Rae OE es | 2,781, 499,816 | 3, 285, 800, 000 
oa yo aa 








In addition to the $2,781,499,816 appropriated last year, the Con- 
gress also appropriated a carryover of $2,462,075,979, a total appro- 
priation of $5,243,575,795 for fiscal year 1955. 
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Chart shows program as submitted by executive branch—not funds 


authorized in bill as reported. 








THE PROGRAM FOR FY 1956 


( $ Millions ) 


President's Fund for Asian BY FU NCTION 


Economic Development 
$200 -5.7% 
Technical * 
Cooperation 


$172.0 
(4.9%) 


President's Contingency Fund 










Development 
Assistance 
$165.0 
(4.7 %) 


BY AREA 
( Excluding MDAP) 


Latin America 
5 


Near East. 
and Africa 
*.$ 309.0 © 





$ 2,130 Million 
(Excluding MDAP ) 











Distribution of fiscal year 1956 program by region, country, title, and function 
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PROVISIONS OF THE BILL 





























SECTION 2—MILITARY ASSISTANCE ( 
Subsection (a)—Authorization for military assistance 1 
The authorization for military assistance in the bill is $1,133 
million. This is a reduction of $59.7 million from last year’s appro- | 
priation of $1,192,700,000. The figure generally publicized as the , 
amount of the Executive request for authorization of military assist- I 
ance for fiscal 1956 has been $1,400 million. This figure, however, é 
: includes $122 million for infrastructure which was authorized last year : 
s (Public Law 665, 83d Cong., sec. 104). The actual Executive request fi 
a for military assistance funds considered by the committee was $1,278 f 
oF million. This was cut $145 million by the committee. 
a A The program for military assistance was presented to the committee ; 
LE: te} on a different basis than has been the case in previous years. In i 
2 te’ prior years, detailed tentative programs on a country-by-country n 
a <z’ and item-by-item basis have been submitted in support of the Depart- F 
o: ment of Defense request for new funds. The presentation of detailed L 
y cc} tentative materiel programs on an item-by-item basis for each country 
| wm! has proved to be unrealistic because changes in the international 
2: situation involving new and different military requirements and 
<t' transfers of military assistance funds within the MDAP as well as to 
a 44 | other mutual security programs have required major revisions of ir 
3 a end-item programs. Since the detailed tentative programs presented w 
Pe C3) in the past have undergone considerable change during the course of m 
; + actual implementation, and since the Department of Defense inter- A 
: ‘ national security plan has not, as yet, been developed to the point A 
oe bbe , where it can provide the necessary guidance, an interim, yet realistic ar 
Baie oF approach has been adopted which provides for a program for fiscal } 
% pe. year 1956 covering only the most necessary funds to continue our 
i coe foreign alliance expenses and commitments. - 
4) The following table summarizes the use of the military assistance sti 
3 tS funds for fiscal year 1956 as submitted to the committee: ho 
: ld Department of Defense mutual defense assistance program, fiscal year 1956 estimates an 
=.’ (in millions of dollars) do 
; ee Category Value rec 
itt X: PACI REVS OR ain retin cere een eens $24. 0 Ot 
II. Protection of the investment : the 
Maintenance and spare parts..............___.-.-__________ 274.2 ob 
SR Sa AMES ER EEG PSS 90.1 pa 
Packing, crating, handling, and transportation_._._...._.._____ 144. 0 F 
III. Commitments : ft 
Support of international military headquarters_.___........~- 5.5 ' 
png a ah SPM mee ete Sete mor NO) I AR Se 122. 0) a 
Military assistance commitments___.._-.__.__..__....______ 524. 8 i 
IV. Projects for improvement: 5 the 
Mutual weapons CR eae oo ae ee ee ee Oe a: ES 50.0) we 
4 Ne err Beak Ai ot ew ae ae 20.0 Th 
a a V. Balance of fiscal year 1956 for requirements exceeding $1.5 billion. 145.4 nol 
| ERE CEA SEC MORSE FR ert OR OM ge _ 1,400.0 oa 
The amount for infrastructure, $122 million, has already been NA 
authorized (but not appropriated). The committee in reducing the 2 
authorization by $145 million intended that the last item in the table, org 


which was presented as being essentially a reserve for contingencies, 
should be eliminated. 
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The largest item in the table, $524,800,000, is for military assistance 
funds needed to carry out commitments made to specific nations in 
connection with commitments by such nations to raise a specified 
number of troops, to permit us to build bases and similar military 
undertakings. 

It should | be emphasized that the actual deliveries of military end 
items to other nations during fiscal 1956 will be financed primarily 
with funds already available from previous appropriations. A better 
indication of the amount and distribution of United States military 
assistance to various parts of the world can be derived from examining 
the following tabulation showing the portions of programs already 
financed which have not vet been accomplished than can be obtained 
from studying the authorization for new funds contained in the bill. 


Military assistance programs already financed remaining to be accomplished as of 
Jan, 31, 1955 


EON 6. cin Cheetos tans Sara ee ny Same ae Pee Sees $5, 246, 327, 000 
Near East and South Asia_. ot inte ay age Se i a F 730, 037, 000 
Far East and Pacific. --- --- ppg tee ped bs tubae eas ware 1, 260, 984, 000 


Latin America 


Let, oieee 56, 009, 000 





Total financed but not accomplished --- _- 5 heals Pe olen 17, 779, 830, 000 


1 This total is larger than the sum of the area figures listed since it includes certain nonregional programs. 


The committee is convinced that this very large program for provid- 
ing military assistance to our allies should go forward. Any action 
which might interrupt the flow of equipment on the way, or which 
might encourage other nations to relax their efforts would be disastrous. 
As the following statement by Gen. Alfred M. Gruenther, Supreme 
Allied Commander, Europe, indicates, too much has already been 
accomplished to consider any reduction of our basic objectives. 
General Gruenther said (p. 169 of hearings): 


The NATO nations have created in Western Europe an important defensive 
capability. We have a twofold mission. We must, of course, use our military 
strength to defeat the enemy as quickly and as effectively as we can; we must, 
however, at the same time, prevent the overrunning of NATO territory. 

I would like to make it quite clear that these two objectives, these two missions, 
are not identical. They may impose different demands on different forces. We 
do not have today the same degree of capability to do both jobs. It must be 
recognized, however, that both of these objectives are of prime importance. 
Obviously our military strength, once committed to war, must seek the defeat of 
the enemy. That objective requires little explanation or discussion. Our other 
objective, defending and holding territory, has a particular importance to those 
partners of ours who are closer to the Soviet military might. 

The United States has never experienced an invasion, an occupation, and then 
a liberation. We have partners, however, who have experienced all three and 
have experienced them recently. No one of those nations looks forward to re- 
peating those experiences. The NATO alliance therefore makes provision for the 
strongest possible efforts to defend the territory of its members. 

Of course, the important question is: ‘‘How well are we prepared to accomplish 
these two objectives?”” The answer with respect to the first one, viz: ‘Could 
we defeat the enemy if unfortunately an attack should come now?” is “Yes.” 
This is primarily because of our long-range air capability. In this stage of tech- 
nological development, offensive airpower has a big advantage over the defensive. 
This facet, plus our powerful long-range Air Force, enables us to say that the 
enemy woul be defeated today. This is of fundamental importance to the entire 
NATO alliance. It is a capability which we must maintain and develop in order 
that it may retain its vital strength. For myself, I am satisfied that our long- 
range airpower is better and more effective than the comparable Soviet military 
organization. I believe that the edge which we have now will remain with us 
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for some time into the future if we determine that it should be that way. I would 
not like to predict how long this will be true; all predictions of this sort are 
dangerous for very evident reasons. In this case there is a particular danger 
because, obviously, the Soviets will bend their best efforts to counteract this key 
military capability of ours. However, regardless of predictions and recognizing 
what is reasonable and probably within Soviet capability, the important thing 
appears to me to be that we recognize that it is vital that we keep the lead we 
have and that we act upon that recognition. I believe that we can do it; I believe 
that we will. 

Aid to Yugoslavia 

The committee gave special consideration to the situation in Yugo- 
slavia and explored carefully the question of continuing assistance 
to that country. The committee reached the conclusion that no 
specific limitations should be imposed on the supplying of aid to 
that country. Testimony disclosed, however, that the Yugoslav 
Government has not been fully cooperative in carrying out the re- 
quirement of the Mutual Security Act that United States representa- 
tives be permitted ‘continuous observation and review” of the use 
made of equipment supplied by the United States. 

The provisions of the law are clear in this respect and the committee 
believes that United States officials responsible for the administration 
of the mutual assistance program have not been sufficiently insistent 
that the Government of Yugoslavia live up to the terms of its agree- 
ments. The committee has refrained from including in the bill 
legislative restrictions on further assistance to Yugoslavia only be- 
cause it is confident that henceforth the letter and the spirit of the 
law will be carefully observed. 

Subsection (b)—Administrative expenses—Direct forces support 

Through inadvertence, this change was omitted from the bill 
originally proposed by the executive branch. The change is necessary 
to permit the Department of Defense to pay administrative and 
operating expenses of carrying out the fiscal year 1956 program of 
direct forces support authorized by the proposed new section 124 of 
the act. It is expected that this function will be assigned to the 
Secretary of Defense in the forthcoming Executive order of the 
President implementing the fiscal year 1956 mutual-security program. 
Section 8 (j) (2) of the bill as passed by the Senate, which authorizes 
the appropriation of administrative funds for nonmilitary programs, 
does not permit those funds to be used for section 124 programs. 
Therefore, section 103 (b), relating to administration of military 
assistance programs, should be amended to make funds available for 
this purpose. 

Subsection (c)—Offshore procurement 

This section repeals section 103 (c) of the Mutual Security Act of 
1954. That section provides that the military assistance funds may 
be used to procure equipment or materials outside the United States 
unless the President determines that one or more of four conditions 
will result from such purchases: (1) adverse effects upon the economy 
of the United States; (2) inadequate safeguards against sabotage; 
(3) unjustifiable cost in comparison with procurement in the United 
States; and (4) delays in delivery incompatible with United States 
defense objectives. 





ex 


an 
an 
an 
ar 
ab 
thi 
co! 

' 


an 
pls 
Wi 


ba 


off 
he 
m 
is 

th 
of 
hi 
fol 


as 
At 
an 








ld 


er 
y 
ig 
1g 
ve 
ve 


ee 
on 
nt 
1p 
ill 
\e- 
he 


of 
Lay 
tes 
ons 
my 
ge; 
ted 
ites 





MUTUAL. SECURITY ACT OF 1955 13 


In testimony before the committee Hon. H. Struve Hensel, Assistant 
Secretary for International Security Affairs, Department of Defense, 
expressed the underlying philosophy in these words; 

I believe the primary purpose of offshore procurement is to build up in Europe 
an industrial base that will sustain the military forces that we are building there, 
and that our ultimate objective is to get out of the offshore procurement business 
and get the other countries in, and that we place orders in the beginning—and I 
am thinking particularly of the countries that we hope economically will later be 
able to support themselves [security deletion] or something like that—on the 
thought that we are getting them over their starting-up costs; over those extra 
costs before they get a finished production line. 

Therefore, I would be much more interested in the country that came to me 
and said, ‘‘Well, now, we cannot pick this up entirely, this year, but if you will 
place an order for X we will place an order for half X this vear and next vear we 
will take the one and a half X off your hands next year.”’ This appeals to me and 
I think we should have more freedom to approach offshore procurement on that 
basis (hearings, p. 233). 

The application of the criteria in section 103 (c) has slowed up the 
offshore procurement program. The repeal of that section should 
help put our allies in a position where they can provide more of their 
military equipment instead of receiving it as a gift. The committee 
is confident that in seeking this objective the President will administer 
the offshore procurement program in a manner that will take account 
of the criteria expressed in section 103 and, at the same time, provide 
him the flexibility that he should have if the program is to move 
forward. 

The repeal of section 103 (c) covers only procurement from military 
assistance funds. It does not affect section 510 of the Mutual Security 
Act of 1954, relating to use of defense support and development assist- 
ance funds for offshore procurement. 

Credit terms for military assistance.—This section substitutes a new 
subsection 103 (c) in place of the present section 103 (c). The pro- 
posed new subsection 103 (c) deals with a kind of transaction different 
on the one hand from the sale of military equipment and materials 
under section 106 of the act (commonly referred to as reimburs- 
able military aid) and different on the other hand from the furnishing 
of military aid by grant or on a long-term loan basis. Under section 
106 of the existing act there is authority to sell military equipment 
and materials. Such sales may be made for dollars on credit periods 
up to 3 years and credit sales are financed under the act by regular 
Army, Navy, or Air Foree appropriations rather than military assist- 
ance appropriations. (Payment from the foreign country goes back 
to the Military Department appropriation.) Section 106 provides 
that sales may be made without regard to the requirements of section 
105 of the act (conditions applicable to military assistance) and 
sections 141 and 142 of the act (conditions of eligibility for assistance). 

On the other hand, section 102 of the act authorizes the furnishing 
of military assistance on terms of repayment (including repayment 
in local currency or raw materials) if the provisions of sections 105, 
141, and 142 are adhered to. If the authority of section 102 is used, 


‘military assistance appropriations are used to reimburse the military 


departments for the equipment which is furnished, and there is no 
limit on the time period within which repayment must be made. 
Payment from the foreign country goes to the United States Treasury. 
3 
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The proposed new subsection 103 (c) of the act authorizes something 
in between these other two programs. Under the authority of the 
new subsection, in those cases in which a country is willing to repay 
the United States within 10 years for military assistance furnished. 
it will be possible to make such assistance available without regard to 
the requirements of sections 105, 141, and 142. Military assistance 
appropriations will be used to finance such credits. 


Subsection (d)—Western European Union 

The present law provides that after the delivery to countries which 
have signed the European Defense Community of equipment and 
materials of the value programed for those countries through fiscal 
year 1953, no further deliveries may be made to any such country 
which has not ratified the treaty. Since the enactment of the existing 
provision on this matter, the EDC proposal has been replace 
by the alternative arrangements of the Western European Union and 
the admission of Germany into NATO. Since the purposes of the 
present provision of the law have been largely brought about through 
these alternative arrangements, the reference to EDC is deleted and 
replaced by a statement of policy, derived from section 2 (b) of the 
Mutual Security Act of 1951, that the act should be so administered 
as to support concrete measures to promote greater political federa- 
tion, military integration, and economic unification in Europe. 
Subsections (e) and (f)—Area designations 

These sections amend the names of two of the geographic areas 
referred to in section 105 of the act (relating to conditions applicable 
to military assistance) to conform to the uniform regional designations 
used in the description of the fiscal year 1956 mutual security pro- 
gram. In the military program the change reflects the shift of Paki- 
stan for programing purposes from the area formerly designated as 
“Near East, Africa, and South Asia” to the area formerly designated 
as “Far East and the Pacific.”” The new area designations are “Near 
East and Africa” and ‘‘Asia’’, respectively. 
Subsection (g)—Transfer of military equipment to Japan 

This section amends section 108 of the act (relating to the transfe: 
of a special program of military assistance to Japan) by extending for 
1 year the time within which the special military assistance program 
must be completed. There would be no change in the character of 
the program, which consists of the delivery of specialized items of 
military equipment and materials for which regular Department of 
Defense appropriations were obligated prior to July 1, 1953. Less 
than 3 percent of the original program remains undelivered. Delays 
in delivery have been due to diversion of equipment to Formosa, 
delayed release of United States equipment from Korea and delays in 
production in Japan. Funds from current appropriations of the mil- 
itary departments are being used to pay current costs incident to the 
delivery of this list of items. The section as amended will continue the 
prohibition against the use of appropriations for military assistance 
in connection with deliveries under this special program. 
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SECTION 8—DIRECT FORCES SUPPORT 
This section authorizes $317 ,200,000 for direct forces support. The 
planned distribution of these funds to individual countries is shown 
in the following tabulation: 


Direct forces support 


TOE: Cae ONONN, TS ONOUINTIN 6 ect nckncddconecndacc $4, 000, 000 
Near East and Africa (8.67 percent): 
Pick aicdiekboae seul agkaeds* | dawied apiagnnibe ciated aw a 7, 500, 000 
SE tiekith ct dasne-4c bias ie kabeMintianttgabhandame 20, 000, 000 
1 __ aan san ene tases AP ER NR en OY SESE OE PO 27, 500, 000 
pe EN ENGR ah Reta Be Sa te Sect Oe RT ae ae Re ee mn 
DN estat yh ete a ne . weiaapomaeieaauns 20, 000, 000 
TL ap ouasuaesoucuomad 37, 000, 000 
ETS ali pple et alin 6 eas hs eye, aes aes A arts Se ae 180, 000, 000 
DGC. iho tLekes ondeate cocks wwe cise acdesiuduesee 2, 300, 000 
Rt NN OT aeintitoe ara &taitaccmicoceal 8, 200, 000 
EE ene ee amwawenkeeowumame 38, 200, 000 
MNS oh eas COS Re ene dona cw ca chee 285, 700, 000 
Te ea Gates TONED OMICS 5 oS oe eos asset 317, 200, 000 


The type of program represented by this authorization of 
$317,200,000 was carried out in fiscal year 1955 by the FOA. In line 
with Executive Order 10610, issued on May 9, 1955, it is expected that, 
as a part of the fiscal year 1956 Executive order on the administration 
of the mutual security program, the President will direct the Depart- 
ment of Defense to administer the direct-forces-support program in 
fiscal year 1956. The items and services in the fiscal year 1956 
program are such that they will be delivered or rendered directly to 
the military forces of the nations eligible for military assistance under 
chapter I of title I of the act. They include such things as jet fuel, 
gasoline, tractors, runway-paving equipment, and emergency rations. 

The new section provides that the President may, notwithstanding 
the provisions of section 501 (which authorizes transfers), consolidate 
all or any part of appropriations made pursuant to this section with 
the appropriations made pursuant to section 103 of the act (military 
assistance). If the President decides to make such a consolidation, 
and if he so elects, the consolidated appropriation will be available for 
programs of a type prepared by the Department of Defense for fiscal 
rae 1956 under the heading of ‘Military assistance” or for programs 
ike those represented by the $317,200,000 request. Whether or not 
such consolidation of appropriations takes place, the new section 124 
provides that programs authorized by it may be administered in 
accordance with the provisions of chapter 1 of title I, relating to 
military assistance, or chapter 3 of title I, relating to defense support. 
Thus, in carrying out the program in Korea the President may take 
advantage, if necessary, of the authority provided by section 132 (d) 
. nape assistance without regard to the other provision of title I 
of the act. 
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SECTION 4—DEFENSE SUPPORT 


This section authorizes defense support in the following amounts: 


Europe (excluding Greece and Turkey)___.........--.--____-- $92, 000, 000 
Near East (including Greece and Turkey) _.__._..........-_.- 102, 500, 000 
BMS Sco So RW a ae SPV meee PTA Ma) WECM! 5 BET | 827, 800, 000 

3 NAR aa AIDA EIS aes 8, Sd gece Vaan 1, 022, 300, 000 


This represents an increase of $22 million (for Europe) over the 
amount recommended by the executive branch. The planned dis- 
tribution of these funds among areas and countries as originally 
recommended by the Executive is indicated in the following table: 


Defense support (as recommended by the Executive) 


Europe (except Greece and Turkey) (7 percent): 


BN ais acranisin gs Sanne ein Reo eean seb oebel mules 1 $28, 000, 000 
y ugoslavia Een Sates Skee DA eke awa odes Be 36, 500, 000 
Western European technical exchange______....__.______- 5, 500, 000 

RE ss ig paca nae Sse oe en ee ee ee 70, 000, 000 


Near East (including Greece and Turkey) and Africa (10.3 per- 
cent): 





IN i tac cw; anki pci <iak eek os ge pica ak caer tae rales dia be ahs Gee 215, 000, 000 
MRM ss sce asim ek la ee I ee ee Dee wae 37, 500, 000 
RO 5 2o sto S a ohh Rk a aaa eee Eb ttle ada 50, 000, 000 

NES crickets: ns imceaeeeare i a dkaine a wal ceeae angele 102, 500, 000 

Asia (82.7 percent): 

Pakistan __.._- SECS AG ee Oe ae re SCE eee oe Ty eee 65, 000, 000 
en i ae Sdiphes alae haar 62, 000, 000 
LE SRF cuales OF ei ies etter ST AS aS ak a Segara) Sabie ot Mie APO me 272, 000, 000 
E STUE ece o re er Caan tie cata s Baa 19, 700, 000 
PON 25 seeks. Ch ahawaneses chia shW neath eae m thee 31, 800, 000 
Cambodia: Lacs. and: VieinGin ls sian tae ee dsanké we cones 379, 300, 000 

gen cok ss Sp Seco eee oe a eae eh ea ci ica Sans id Rae os 827, 800, 000 

Teta, Belomad wapporhs oe ass es LUE esse 1, 000, 300, 000 


1 The committee increased this sum to $50 million. See explanation below. 
2? The committee increased this sum to an amount not less than that made available in fiseal year 1955 
which was $26,200,000. This additional sum will be taken from other programs. See explanation below. 


The term “defense support” is applied to economic assistance sup- 
plied to nations which are carrying out a defense program in order to 
increase the defense burden which such nations can carry. 

Experience with the military assistance program has demonstrated 
that expenditures of this nature which do not go directly to equip 
and maintain armed forces, nevertheless result in increasing the 
magnitude of the defense forces and facilities of other nations. 

The bill requires that not less than $50 million of the funds author- 
ized under this section for Europe shall be used to give defense sup- 
port to Spain. This requirement together with the increase in funds 
authorized is regarded as desirable to facilitate the Spanish defense 
effort and particularly the construction of United States military 
bases in that highly strategic area. - 

The committee amended the proposed new subsection (c), para- 
graph (2) by providing that there shall be made available to Greece 
for fiscal year 1956 the same amount of defense support made avail- 
able to that country for fiscal year 1955. In fiscal year 1955, exclud- 
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ing certain other assistance, $26,200,000 of defense support was made 
available. It is the intent of the committee that no less than 
$26,200,000 of defense support assistance shall be made available to 
Greece for fiscal year 1956. This amount should enable Greece, by 
bolstering her economy, to maintain her army at a level commensurate 
with NATO force goals. 


Marine insurance 


This provision adds a new subsection which provides that dollars 
shall be made available for marine insurance on commodities procured 
in the United States for the mutual security program where such 
insurance is placed on a competitive basis or, in the event a foreign 
country discriminates in any way against American insurance com- 
panies, then such marine insurance on shipments of commodities shall 
be placed exclusively with United States marine insurance companies. 

Under present FOA regulations— 
dollar payments of premiums of ocean marine insurance * * * on FOA-financed 
commodities procured in the United States will be eligible for financing by 
FOA * ** 
at the request of the cooperating country. 

Testimony before the committee developed the fact that since 
World War II some 17 countries have enacted restrictive insurance 
laws or regulations which have had the effect of giving to the insurance 
markets of those countries a virtual monopoly of the marine insurance 
on shipments to and from those countries. Under normal competitive 
conditions of international competition for the insurance on ship- 
ments, the seller and buyer of the goods usually come to a mutually 
satisfactory agreement for the placing of the insurance. However, 
the source of the difficulty on FOA shipments is the insistence by FOA 
that it will not make dollars available for insurance coverage unless 
requested to do so by the government of the participating country. 
Under FOA regulations all that the foreign government must do is 
neglect or refuse to request dollars for insurance and both seller and 
buyer are effectively prevented from using the American market even 
when they prefer to do so. 

Consideration has been given to the problem of discrimination in 
regard to marine insurance by the United Nations. 

The committee believes that this provision will prevent such 
discrimination in the future. 


SECTION 5-——DEPOSIT OF LOCAL CURRENCY 


This section extends to development assistance the requirement for 
the deposit of local currency, when commodities are supplied on a 
grant basis and are then sold. Previously such deposits had been 
required only in the case of direct forces support and defense support. 

The amendment also makes clear that it is necessary to obtain 
agreement on local currency deposit procedures only where assistance 
to be furnished will actually result in the accrual of such local curren- 
cies. 

Although the deposit of local currency is required only in the cases 
cited above, the committee expects that local currency deposits will 
be required whenever commodities supplied under other provisions 
of the act are sold unless special circumstances make such action 
inadvisable. 
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SECTION 6—DEVELOPMENT ASSISTANCE 


Funds authorized for development assistance total $182 million, 
divided as follows: 


Near East and Africa (40.1 percent): Undistributed by country... $73. 000, 000 


Asia (39 eeveniy: 


RUM Eas on os ones AK mn ks aoc ee 70, 000, 000 
I ea io i sa ssng cs Rae bai ane Slatiata tane Noa abden wees 1, 000, 000 
RUNS Si aeeen ce tho ake AS cults ead 71, 000, 000 
American Republics (20.9 percent) : Sie 
REO EIN cae oa ios sieves ancsk Sapnlaoiss se eaaue cick ca Wiech sng: MboheeU aio th tank: De acon Pi Aicak ea 
Guatemala____ a edt RS UR eee prea: Fk 
Haiti. -- ; Lee Rais Auer eae bate ease ae ee -f 3, 000, 000 
| Se si alk pai eR Lee ad élenes 38, 000, 000 


Subsection (a) (1) y: aianasili’ section 201 (a) of the Mutual Security 
Act of 1954, which authorizes funds for development assistance in 
three regions for fiscal year 1955. The first clause of this paragraph 
changes the regional designation in section 201 (a) (2) from ‘‘South 
Asia”’ to “‘Asia’’ to correspond with the uniform regional designation 
now to be used. 

The second clause amends section 201 (a) (3) by adding as a stated 
purpose of development assistance in Latin America the maintenance 
of economic and political stability in that area. This change makes 
the definition of development assistance for Latin America correspond 
with the definition for the other two areas, and provides a more com- 
plete description of the objectives of the programs presently planned 
under this section for Bolivia, Guatemala, and Haiti. 

The third clause of this paragraph removes the restriction in title IT 
that 30 percent of the funds appropriated for that title shall be avail- 
able only for assistance on terms of repayment. The authority will 
remain to furnish development assistance on a loan or grant basis as 
is the case with other programs. Eliminating this restriction will per- 
mit the furnishing of assistance on a loan or grant basis as circum- 
stances may justify in each case. 

Testimony presented to the committee indicated that a percentage 
figure is interpreted by recipient countries as a maximum loan figure 
rather than a minimum. Without such a limitation the administra- 
tion believes it will be possible to increase the loans for development 
assistance. For fiscal year 1955 about 40 percent of the money in 
title I] was used for loans. The committee expects the administra- 
tion to continue to press for loans as a basis of assistance. 


Subsection (a) (2)-—Authorizations 


Near East and Africa.—In the Near East development assistance has 
been an important means of tackling the economic problems of that 
area. During the past year Israel, Egypt, Lebanon, and Jordan have 
been the beneficiaries of such aid. United States objectives in the 
Arab States and Israel, however, cannot be served with technical co- 
operation programs alone. The achievement of these objectives re- 
quires economic development at a pace which cannot be accomplished 
without external assistance. Development assistance has been given 
in past years to Jordan, Lebanon, Egypt, and Israel. In Egypt the 
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United States development assistance program is principally directed 
toward improvement in road and rail transportation facilities and in- 
creasing the supply of potable water; this aid is in support of Egypt’s 
10-year economic development program. In Jordan, United States 
aid is used to help forward development projects in irrigation, affor- 
estation, road building, and community development. United States 
aid to Israel has helped that Government assimilate its refugees while 
helping to improve its foreign exchange position. Increases have re- 
sulted in industrial and agricultural production; land area under culti- 
vation has been tripled since the creation of the State. 

Asia.—Except for a smal] program in Nepal, India is the only 
country in Asia to receive development assistance funds for fiscal 
year 1956. Seventy million dollars is planned for this purpose. 

Before the committee reached a decision on further assistance to 
India, it carefully considered the effects of such assistance not alone 
on India but in the larger context of our Asian policy. It is clear 
that India’s foreign policy is often divergent from that which the 
United States pursues. The committee believes that neutral or even 
hostile expressions by Indian Government leaders must not obscure 
the fact that our stake is in the preservation of the Indian subcon- 
tinent as an independent state. In making a final determination on 
continued assistance, the committee points out that India insists it 
is a neutral country and it has a representative form of government 
which internally is strongly anti-Communist. The committee believes 
that our assistance to India as elsewhere in the free world is directed 
toward strengthening the democratic base of government. The more 
successful we are in achieving that objective, the more we make it 
possible for India to resist Communist threats and blandishments and 
to remain a part of the free world. 

It is proposed to devote a total of $10 million to the field of agri- 
culture and natural resources, including $4 million for fertilizer to 
meet the rising demand before the completion of additional manu- 
facturing facilities; $4 million for additional deep irrigation wells in 
the areas shown by the exploratory program to justify the drilling 
of production wells; and $2 million for river valley development to 
assist in further expansion of irrigation. 

To meet the expanding demand for power as industrial development 
progresses, $5 million assistance in the construction of electric power 
facilities is proposed. Further support for industrial development is 
expected to take the form of steel in the amount of $15 million, to 
help meet the shortage in India. Some part of this may be used, 
however, for aid to small rural industries by supplying equipment and 
making possible increased employment in rural areas. 

Assistance in the field of transportation is proposed in the amount of 
$6 million; this will support agriculture, mineral, and industrial 
development as well as foreign trade. This would represent a con- 
tinuation of the program to rehabilitate the Indian railways. It is 
planned that steel for fabrication of railway rolling stock in India 
and equipment to expand freight-car fabrication in India will be 
supplied. 

Four million dollars is to be used to further extend the area of 
malaria control during fiscal year 1956. 
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Assistance in the form of agricultural surplus commodities is pro- 
posed in the amount of $30 million. The sales proceeds of these 
commodities are expected to be used for agreed economic development 
purposes such as local costs of irrigation, flood control, and power. 

Latin America.—F¥or Latin America, there is provided an authoriza- 
tion of $38 million in development assistance. This is intended pri- 
marily as an emergency fund for 3 countries—$15 million for Guate- 
mala, $20 million for Bolivia, and $3 million for Haiti. 

The development assistance program in Guatemala is intended to 
meet acute economic problems faced by the anti-Communist govern- 
ment headed by Col. Carlos Castillo Armas, which took power in July 
1954 as a result of a successful revolution against the pro-Communist 
Arbenz regime. The Arbenz regime left behind it a stagnant economy, 
growing unemployment, an empty treasury, and a burden of heavy 
internal debt, making it necessary for the new administration to look 
to the United States for help to tide it over the crucial months until 
normality is restored and its long-term development plans begin to 
have their effect in mobilizing the country’s considerable economic 
resources. A decline in the prices of coffee, Guatemala’s principal 
export, has recently intensified the administration’s economic 
difficulties. 

To help reduce immediately the critical pressure of unemployment, 
during the latter part of 1954 the United States provided Guatemala 
with an emergency grant of $3.2 million for immediate public works. 
This sum is being spent entirely on the Pacific Coastal Highway, a key 
link in Guatemala’s communication network. 

An additional $12 million grant was allocated to the Roosevelt Hos- 
pital in Guatemala City, to help purchase equipment to put in oper- 
ation 1 wing of this partially completed project. At the same time, 
the United States has resumed its cooperation on the Guatamalan sec- 
tor of the Inter-American Highway, and through the United States 
Bureau of Public Roads, has allocated $1,425,000 of United States 
funds to be spent on it this fiscal year at the prescribed ratio of 2 
United States dollars for each Guatemalan dollar of expenditure. The 
United States is meanwhile carrying out a greatly expanded program 
of technical assistance in Guatemala to aid the Government in exe- 
cuting its long-term plans. 

Present information shows that at the end of the current fiscal year, 
the Castillo government will be unable to assume on its own the cost 
of the emergency works projects already begun with United States aid. 

Recently, a special study mission on international organizations 
and movements of the Committee on Foreign Affairs (comprising 
Hon. A. S. J. Carnahan, chairman, Hon. Thomas S. Gordon, Hon. 
Thomas J. Dodd, Hon. Harrison A. Williams, Jr., Hon. Robert B. 
Chiperfield, Hon. Chester E. Merrow, and Hon. Albert P. Morano) 
visited 4 of the 5 Central American countries, including Guatemala. 
Conferences with President Castillo Armas and firsthand observations 
by the members of the mission confirm the need for the continuation 
of emergency development assistance to Guatemala, the only country 
in world history successful in throwing off the Communist yoke. 

In Bolivia, the ultimate objective is the development in Bolivia of a 
stable economy, able to provide the essential needs of the country 
without the necessity of external aid. The country’s presently 
available resources are not sufficient to achieve this. The Bolivian 
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Government has a carefully developed plan prepared with the assist- 
ance of United States technicians, to overcome this condition and 
achieve a stable situation. It will continue to be dependent upon 
imported foods, however, for which it cannot fully pay with the 
foreign exchange it earns until the development program is consider- 
ably more advanced that at present. 

Of the $20 million requested for development assistance for Bolivia 
for fiscal year 1956, approximately $12 million will be utilized for the 

urchase of foodstuffs in the United States, and the remaining $8 mil- 
ion to provide agricultural machinery and equipment and other items 
to be utilized in connection with the program. The foodstuffs will 
meet the threat of hunger and avert possible starvation. The counter- 
part funds generated by the sale of the food shipments will be used 
to further the program, which, in order to be successful, must also 
include the $8 million of agricultural equipment, supplies, and other 
items. 

The aid given Bolivia under this program has helped and continues 
to help to avoid hunger and chaos. In addition, the program has 
been of great assistance in maintaining economic and political stability 
in Bolivia, and in aiding the Bolivian Government to counteract 
Communist pressure. It is the view of the committee that as long as 
these objectives are being achieved, the United States should be pre- 
pared to continue to extend aid to Bolivia until Bolivia is in a position 
to finance its development program alone. 

In Haiti, the $3 million requested would be used to continue the 
program of temporary emergency assistance to Haiti which began 
during 1955 and which is in addition to our technical cooperation 
program in that country. Because of the damage caused to Haiti 
by the hurricane last October, the United States has found it neces- 
sary to extend a limited amount, about $3.4 million, of development 
assistance, and to provide about $2 million worth of surplus agricul- 
tural commodities, to Haiti during the current fiscal year. The 
development assistance funds are being used primarily to help repair 
irrigation systems and rehabilitate farm-to-market roads and coffee 
plantings which were devastated during the hurricane. Because of 
the advent of a period of extended drought, the slow recovery from 
the effects of the tesa and the severe shortage of foreign exchange 
resulting partly from the reduced coffee crop, it appears essential 
that our program of emergency assistance to Haiti be continued in 
fiscal year 1956. Three million dollars of development assistance 
funds are required for this purpose. ‘These funds would be used, as 
the development assistance funds are being used during the current 
fiscal year, primarily to help repair irrigation systems and rehabilitate 
farm-to-market roads and coffee plantings. 

The following chart illustrates the importance of Latin America to 
the international trade of the United States: 
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Subsection (b)—Administration 

This subsection adds a new sentence to section 202, which relates 
to administration of development assistance, providing that the Presi- 
dent may exercise for purposes of development assistance the authority 

rovided under section 307 with respect to technical cooperation. 
The latter section includes the authority to make advances and grants 
and to make and perform contracts and agreements, provided that 
any contract or agreement entailing commitments to expend funds 
may, subject to future action by the Congress, run for not to exceed 
3 years. Development assistance is in many cases furnished as a 
supplement to technical cooperation. This amendment makes clear 
that commitments for expenditures for development assistance may 
be entered into for periods up to 3 years, paralleling the authorized 
period of commitment for technical cooperation. This will strengthen 
the basis for longer term coordination of activities under these two 
programs. 

SECTION 7—TECHNICAL COOPERATION 


This section authorizes appropriations for three technical assistance 
programs in which the United States participates: (1) Bilateral tech- 
nical assistance, $146,500,000; (2) United Nations expanded programs, 
$24,000,000; and (3) Organization of American States programs, 
$1,500,000. 


Subsection (a)—Authorizations 
Bilateral technical cooperation (sec. 7 (a)) 


Technical cooperation, $146,500,000 (100 percent) : 
Near East and Africa (28 percent): 





pS EAGLES SPL O LIR E LM arcs dlabt, ddeerdeste cecum va $4, 000, 000 
coc ne IRE CMR RES SE SSS Bie ESE CES ts ESR SEN 3, 400, 0CO 
OE Specht FRR De FE Coren Oo iy ae A cele RON oe Sele Lelie ge i, 500, 000 
Sn SE Ee eae RC Ree te es pe GCL RTT FECT e ee _. 10,000, 000 
Me a 8 a a ah a on he Wael Ee _.. 2,300, 000 
ON ENS PSE pee eee ieee nae Cee fe ae SP RO ET Se oe 2, 000, 000 
Us Cgc Se ok te ear ee Ra ea a 2, 800, 000 
I ake Se a ee ee a aia wan 2, 500, 000 
oS ea ae i we ere : 1, 800, 000 
BME eich Se raw ben ac on Homes Z : ki 2, 000, 000 
A ne ort dpe ete i = re sAgpe 2, 500, 000 
5 IE iach, pam Pine lg Re 4, 000, 000 
NNR IS ee campcacwaa -. 2,200, 000 

ONS. als Py ae ny -£> 2 ed SR ORME pole : _. 41, 000, COO 

Asia (45.4 percent): 

fo ab itp SRE a SE RE IE ae ea 2, 000, 000 
MRSC R AG ce beaded RL a ok ot baa dame ae dices 15, 000, 000 
WO a se SS kd oe, bong nt BE ROCAES oh Saad eek 1, 000, 000 
EOE SS) PO a ann ee Tap ge One ee? eee 9, 000, 000 
OL Ee PES ee eee RS Se eS Sa 3, 000, 000 
PIS oe SS erie on ek at aad bo 8, 000, 000 
SS PRT EN Oy RE, EE GR aa Te ET, San ke oe 1, 000, 000 
ER ps ME Bie 2 ot Seg Be gis ae a a ea 8, 000, 000 
cae EEL allehd MCAS a lg SRR SN tA ee Rea 6, 500, 000 
NO ds SBA bu il Dk iie ob oe iadace chbed oa 5, 500, 000 
Cambodia, Laos, and Vietnam___...............------ 7, 500, 000 

UI picid oar a ee eae ok he 66, 500, 000 
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Bilateral technical cooperation (sec. 7 (a))—Continued 


Technical cooperation, $146,500,000 (100 percent)—Continued 
Latin America (20.5 percent): 


BOUVIER. wid osu srk, Nisa ve maar dealotian dace Gh aie’ eaak ap cp ag telnet abodsarenaean $2, 507, 900 
NNO i ne on sg he tan as ct N Sees Rm et ering a ee 3, 485, 500 
CO a oie ko ee il ee es ee ea tia meee 2, 354, 900 
Colombia__.-- _.- aie Pet Wise Ere igs 278 1, 550, 700 
Costa Rica__...- et. EMERG el BRAS URRE cee Sere og 1, 052, 100 
A a son, Fi sas ics) es pcan a bd al sen o eec c 621, 700 
Dominican TRRDUOUG «on dcccesnons peed see Caee ten 433, 700 


1 Gaon ee oe ae ae eae aaa 1, 605, 400 
ARSE RP Nee Ra ie pope pep Sea e as pean pe 1, 006, 800 


Rig CI oo ia, ccck kde eee Bie Baas th ohen tea et 1, 830, 000 
Re oe hia lk wa ens Am ORE ee aiedls ahs a ae ae 1, 503, 700 
Ta COTO ns. ce pee eaben ie oe a rae e eee a 1, 053, 400 
NOOR oe se ak So oe ae ea ee ae eee 1, 762, 000 
Nigwetus... 2. Say le PR Ri aces) top oe bog 4). Sota es crbee bit 910, 100 
ST ai ak 26. Sib aks ek dS Bhs CR Wh he eae ae 1, 268, 800 
PATORUOT S56 crac ene BEES ee NON yt YS ue cand 1, 453, 200 
ORE on re err sce tke ee oe ie Ve Conese oe ec 2, 704, 700 
Tirmeuayr oe. opt eR ae a Ne Aa Ae een es ee ee 425, 900 
me oe ee Se dt ra saw ieee dominates 175, 100 
Overseas Territorie bose OUR aE Sar ceed ees 1, 095, 000 
Baenjotal Ptoeeta. suid cee s Las bose abee eae eka 1, 199, 400 

5 eae ie SR Ll, ey: Reg) sil Be Ne ech 30, 000, 000 


Interregional expenses (Us8 MOMONNE cos oes Ce eas 9, 000, 000 


The major emphasis of technic wale cooperation programs has always 
been in the fields of agriculture, health and sanitation, and education. 
Although programs have been undertaken in other fields, those three 
still account for the bulk of our aid. For fiscal year 1956 about 62 
percent of United States assistance in bilateral technical cooperation 
programs will be spent for those purposes. The following =— shows 
the major fields of activities as planned for the next fise -al yea 


Major fields of activity, fiscal year 1956 
b rienticemes 3] 





! 
Near East | : Latin 
; and Africa Ass | America 

BOW os ewe, ig, % gay pace i ee ee 
Agriculture and natural resources. -- singe 3 cat $10, 706 $18, 672 $10, 711.5 
Industry and mining sal 3 ER TE LETS: | 3, 726 8, 904 2, 440.1 
‘Transportation _ - - nade rae ; bimese kod 3, 089 1, 540 1, 492. 6 
Labor. incase daoacecsnes welaiissscafuas se chan ea 850 | 1, 410 1, 009.7 
Health and sanitation......._-_- Se abana 5, 211 9, 196 | §, 734.3 
Education - -_- — , ‘aia peeba le wiinaaiel 7, 866 | 12, 670 | 4, 197.5 
Publie administration - - - ere 2, 640 | 7, 695 | 1, 912.6 
Community deve —— social welfare, and housing 3, 857 | 3, 973 944.5 
Other-. « heudio d des petties ih 3, 055 2,440 | 1, 557.2 
Ne ints a ate eilinianiee teats 5k ak wae See ee “41, 000 | 66, 500 | 30 000.0 





Near East and Africa 


Small technical cooperation programs are in operation in Greece 


and Turkey, which supplement the much larger military and defense 
support programs. ‘The main direction of programs in these countries 
is to increase their agricultural and industrial productivity. 

In Iran technical cooperation activities have greatly contributed 
to improved living conditions. Malaria, for example, is no longer 
the country’s No. 1 health problem. In 3 years it should be virtu- 
ally wiped out. Serious epidemics of contagious diseases are now 
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less frequent owing to the operations of the Iran—United States Public 
Health Cooperative. Many farm families today enjoy a better return 
from their labor as a result of technical cooperation projects that 
introduced seed which produced higher yields, that improved the 
native cattle and chickens through crossbreeding, and demonstrated 
the value of more economic methods of irrigating and growing crops. 

Through other technical cooperation projects, American specialists 
have given thousands of teachers their first training in modern 
American teaching methods and specialized instruction in the fields 
of agriculture, homemaking, and vocational skills. Modern text- 
books based on American models are being placed in most elementary 
schools. United States Government techniques and administrative 
practices have been introduced through the creation of an Institute 
for Administrative Affairs at Teheran University, and into govern- 
ment ministries, including the Ministry of Finance and the Iranian 
Plan Organization. The Ministry of Labor has been helped to 
develop modernized employment services, an apprentice system and 
safety programs. Factories have been assisted in raising production 
levels, in improving personnel practices, and in providing better 
working conditions. 

The areas of the Arab States and Israel are characterized by under- 
developed resources. Economic and political stability of the area has 
been complicated by the Arab-Israeli conflict and the resultant un- 
settled population, with 880,000 Arab refugees still on relief. 

Progress has been made in many countries of the area in recent 
years through the program for technical cooperation. In Iraq, for 
example, a country with adequate resources of its own to finance 
major programs of land reclamation and improvement, assistance by 
American technicians has been eagerly sought to make best use of its 
capital. In Lebanon the technical cooperation program has been con- 
spicuously valuable in furnishing the Lebanese with the engineering 
blueprint needed for the development of the resources of the Litani 
River. ‘Throughout the area, United States agricultural technicians 
are training local extension agents; livestock improvement projects 
are demonstrating better breeding and increased production methods; 
health technicians are being trained; and education facilities expanded. 

The continued supply of raw materials, the maintenance of air and 
naval bases, and the investment in new production in Africa require 
a hich degree of political stability and friendly ties with the West. 
Libya, Ethiopia, and Liberia as well as the territories are now in the 
process of developing new political and social institutions. The 
territories are in various stages of development, with the Gold Coast 
and Nigeria approaching independence within the Commonwealth. 
Several territories are now in the process of developing multiracial 
societies as an essential step toward increased self-government. 

For fiscal year 1956, there is proposed a technical cooperation pro- 
gram of $11.2 million for the independent African countries of 
Ethiopia, Libva, and Liberia, and for the overseas territories of France, 
Belgium, Italy, Portugal, and the United Kingdom. As the Sudan 
is soon to determine its future through the free choice of its people, 
it may be in our interest to extend technical assistance to that country 
in the coming fiscal year. The United States programs in Africa 
are designed to improve the standards of living through technical 
assistance in agriculture, health, and vocational training. 











DOAN GED ge” UME tS os ee Eee gy ge Fy ee ee 
- one 3 


26 MUTUAL SECURITY ACT OF 1955 


Asia 

Technical cooperation is a necessary complement to the other types 
of assistance that the United States is extending to the free countries 
of Asia. By providing knowledge and skills we are increasing the 
capacity of these countries for self-development and for more stable 
political organization. As the majority of the people of the area live 
off the land and its products are the first essentials of life, primary 
emphasis has been placed on agricultural projects in the earlier stages 
of economic development programs. United States technicians have, 
and are continuing to train local teachers, village workers, and gov- 
ernment personnel who are the key to community development and 
extension service programs. United States equipment, supplies, and 
know-how now at work, are also concentrated on such fields as water 
resources development, fertilizer utilization, and crop diversification. 

The Bandung Conference was a gage of the increased self-assurance 
of many of the free Asian nations. Such confidence can only come from 
a greater measure of internal stability and development to which our 
programs are directed. The committee was impressed by the fact that 
among those who stood with the free world were nations not receiving 
assistance from us. Should the occasion arise when these nations 
need, and ask for, a small measure of technical cooperation, or other 
assistance, to carry out programs that will strengthen their economy, 
the committee recommends that their request be given sympathetic 
consideration by the executive branch. 


Latin America 

Bilateral technical cooveration programs in Latin America are 
designed primarily to heip improve the competence of the people and 
institutions of that area in planning and working toward the effective 
economic development of their countries. Through these programs, 
the United States works in partnership with the individual Latin 
American governments and their peoples in developing improved 
national systems of, and training technicians in, such fields as health, 
education, agriculture, transportation, industry, labor, housing, and 
public administration. 

In recent years increased attention has been given to technical 
cooperation fields other than the basic programs of health, education, 
and agriculture. Illustrative of the major fields of activity more 
recently included in the program are public administration, labor, 
transportation, industry, mining, and housing. In fiscal year 1955, 
about 27 percent of the estimated $25.1 million total United States 
obligations for the bilateral technical cooperation program is bein 
directed toward these newer fields of activity. 

The results of training which Latin Americans have received under 
the program are indicated by the many participants who have 
returned from the United States to assume positions of leadership in 
their countries. In one country, for example, participants who 
studied in the United States now hold positions as Director General 
of Agriculture; Chief of Public Health Education; Chief of Inter- 
national Affairs, Department of Health; and the directorship of a 
large trade school in the capital city. Returned participants have 
also filled many senior positions in servicios. 

The contributions of Latin American countries to the technical 
cooperation programs have risen substantially both in amount and 
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in relation to the United States contributions since 1942 when the 
Institute of Inter-American Affairs program was inaugurated. (on- 
tributions to these programs are classified as “in cash” or “in goods 
and services.” Contributions in cash are the amounts deposited by 
the United States and the host country in joint accounts to finance 
the project operations of servicios. Contributions in goods and 
services are described below. 


Subsection (b)—Multilateral technical cooperation 


Paragraph (1) authorizes the appropriation of $24 million for United 
States contributions to the United Nations program of technical 
assistance in fiscal year 1956. It is pointed out that these contribu- 
tions will cover an 18-month period, the last 6 months of calendar year 
1955 (July through December) and all of calendar year 1956. The 
amount authorized would provide $8.5 million for the last half of 
calendar year 1955, and $15.5 million for the full calendar year 1956, 
for a total of $24 million. The United Nations program operates on a 
calendar-year basis. The United States has contributed $6.5 million 
for the first half of calendar year 1955. Thus, the authorization in 
this bill will make possible a total United States contribution of $15 
million for calendar year 1955, and a total of $15.5 million for calendar 
year 1956. 

The continuation of this program was specifically urged by the 
President in his state of the Union message as the 84th Congress 
opened, in these words: 

We must facilitate the flow of capital and continue technical assistance both 
jireetly and through the United Nations. 

Paragraph (2) of section 7 (b) authorizes $1.5 million for contribu- 
tions to the technical assistance programs of the Organization of 
American States for fiscal year 1956, to be contributed in calendar 
year 1956. The special study mission on international organizations 
and movements to Central America observed at firsthand several 
excellent OAS technical assistance projects in the fields of housing, 
education, and agriculture. Progress in these fields is essential if the 
peoples of Latin America are to attain a better way of life. In this 
international movement in Latin America toward better health, better 
sanitation, better housing and better agricultural methods, the OAS 
technical assistance program can make a major contribution at a rela- 
tively small cost to the 21 participating members of the OAS. The 
continued support of this program by the United States is in keeping 
with its traditional policy of good neighborliness and partnership with 
our sister Republics to the south. 


Subsection (c)—International Development Advisory Board 

This subsection amends section 308 of existing legislation to permit 
members of the International Development Advisory Board to receive 
any new standard per diem rate which is higher than $10 per diem. 
At the present time members of the IDAB are authorized $10 per 
diem in lieu of subsistence and other expenses while engaged in 
attendance at meetings of the Board or at conferences called by the 
chairman while they are away from their homes or regular places of 
business. It is anticipated that final action may have been taken 
by the time the Mutual Security Act of 1955 is enacted to raise the per 
diem preseribed in the Standardized Government Travel Regulations. 
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Section 8—Oruer PrRoGRAMS 


Subsection (a)—President’s special fund 

This subsection amends section 401 which now permits the President 
each fiscal year to make special use of up to $150 million of funds 
appropriated under authority of other provisions of the act without 
regard to the requirements of that act or any other act for which 
funds are authorized by that act in furtherance of the purposes of 
such acts when he determines that such use is important to the 
security of the United States. The amendment reduces the authority 
to use other funds for special purposes by $100 million, that is, from 
$150 million to $50 million, and instead authorizes to be appropriated 
for use under section 401 a separate amount of $100 million for fiscal 
year 1956. 

The separate authorization for $100 million for special purp ¢°s is 
needed because the most careful advance planning cannot anticipate 
the many contingencies which will arise during a 12-month period, 
and because the diversion of funds from planned programs to meet 
such contingencies causes a wasteful disruption of such planned 
programs. This authorization carries out the recommendation of 
the Comptroller General of the United States based on his recent 
study of the administration of the Foreign Operations Administration. 

This subsection also amends the provision in section 401, which 
now permits the President to withhold disclosure of the nature of 
expenditures under section 401 of amounts up to $50 million, by 
maintaining the existing money limit but permitting such authority 
to be exercised with respect to any funds authorized under the act. 
Subsection (b)—Surplus agricultural commodities 

Existing law requires that not less than $350 million of the funds 
made available pursuant to this act must be used to finance the export 
and sale for foreign currencies for surplus agricultural commodities. 
This subsection is so worded as to add $250 million to this, making 
the total $600 million, including last year’s authorization. This means 
that $600 million of fiscal 1955 and 1956 funds must be used only to 
finance surplus agricultural commodities. Present indications are 
that more than $350 million of fiscal 1955 funds will be used for this 
purpose. As a consequence, it is probable that less than $250 million 
will be used in this manner in fiscal 1956. 

This constitutes a reduction of $100 million below last year’s require- 
ment and $50 million below the requirement of the Senate bill. The 
committee’s action is based on its belief that since much less eco- 
nomic aid is provided to Europe under the present bill, where the 
principal markets for agricultural products are located, it will not be 
possible to use a larger quantity of such products in the aid program. 


Subsection (c)—Joint control areas 


This subsection amends section 403, which relates to joint control 
areas, so as to assure that assistance may be furnished in the future 
under that section to any area over which the United States had joint 
control responsibilities as of the date of enactment of the Mutual Secu- 
rity Act of 1954 (August 26, 1954), regardless of whether the occupa- 
tion status of those areas continues. When the act was originally 
passed the United States had such responsibilities in Austria, Berlin, 
the Federal Republic of Germany, and Trieste. The subsection also 
authorizes a new appropriation for fiscal year 1956 for the purposes of 
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this section; the new funds are intended primarily for Berlin and for a 
ry: technical exchange program in Austria and the Federal Republic 
of Germany. 


Subsection (d)—Migrants, refugees, and escapees 

This subsection deals with three related, but different programs 
concerning migrants, refugees, and escapees. 

Paragraph (1) changes the heading to section 405 of present law to 
conform to the revised scope of the section to include escapees. 

Paragraph (2) of the Senate version would authorize an appropria- 
tion, available for obligation during fiscal year 1956, for contributions 
to cover the United States share of the calendar year 1956 program, 
including contingencies, of the Intergovernmental Committee for 
European Migration (ICEM). The purpose of that committee, which 
is composed of 24 nations, is to increase the movement of migrants, 
including refugees and escapees, from overpopulated countries in 
Europe to countries which can absorb increased populations. Since 
a continuing authorization for this purpose was approved last year, 
the committee deleted this provision as unnecessary. This is no 
reflection on the program of ICEM and the necessity for the funds 
requested. 

Paragraph (2), as amended by the committee, authorizes an appro- 
priation of $1,400,000, available for obligation during fiscal year 1956, 
for contributions for the calendar year 1955 program of the United 
Nations Refugee Fund (UNREF). This program is designed to find 
permanent solutions for the problems of refugees originating for the 
most part from World War II and its aftermath who still remain an 
economic drain on the free countries of Western Europe, and to permit 
emergency assistance for the most needy cases. An authorization for 
this purpose was approved last year but no appropriation was made. 

UNREF is a 4-year fund to be financed by voluntary contributions 
that was authorized by the United Nations General Assembly in reso- 
lution 832 (LX) of October 21, 1954. The purpose of the fund is to 
enable the United Nations High Commissioner for Refugees to under- 
take a program of permanent solutions of the problems of those refu- 
gees originating for the most part from World War II and its after- 
math who, 10 years after the war, still remain an economic drain on 
the free countries of Western Europe, and to permit emergency assist- 
ance for the most needy cases. This fund represents a final effort on 
the part of the United Nations to assist in finding solutions for the 
most difficult cases, and was supported by the United States with this 
understanding. The countries of residence, it is understood, will as- 
sume full financial responsibility should any of the refugees within the 
one oe the program still require assistance at the end of the 4-year 
period. 

The amount of $1,400,000 represents one-third of the $4,200,000 
required from all countries for the first year’s operation of the 4-year 
program, estimated to cost a total of $16 million. It is further pro- 
posed that payment of the United States contribution be limited to 
approximately one-third of total government contributions paid into 
the central account of UNREF. 

Paragraph (3), as amended by the committee, adds to section 405 
of the Mutual Security Act of 1954 a new subsection (d) which would 
authorize an appropriation of $6 million for fiscal year 1956 for con- 
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tinuation of the escapee program which has been undertaken under 
section 401 of the act; these funds would be available for the types of 
activities, such as reception, interim care and maintenance, and 
resettlement assistance, which have been carried out in the past under 
the various provisions of section 401. In the past funds have been 
included in appropriations for military assistance and then have been 
transferred under section 401 for the escapee program. A separate 
authorization is now provided for programed requirements which it is 
feasible to identify and authorize separately. The military assistance 
authorization for this year accordingly does not contain an amount 
programed for the escapee program activities covered in the new 
subsection. 

Subsection (¢)—Children’s welfare 

This subsection authorizes an appropriation for the fiscal year 1956 
of $14,500,000 for United States contributions to the United Nations 
Children’s Fund. Of this amount, $4,800,000 is intended to complete 
payment of United States contributions for calendar year 1955, for 
which appropriations have not yet been made, bringing the total 
United States contribution for the current calendar year to $9 million, 
The balance, $9.7 million, is for the entire calendar year 1956. Because 
the United Nations fiscal year begins on January 1 instead of July 1, 
it is difficult for the program to be planned for maximum effectiveness 
unless the United States is in a position to make a full year’s pledge 
at the time the other countries are making their pledges. If the pro- 
posed appropriation authorized is passed for the full 18-month con- 
tribution, it will be possible in the future to request only the funds 
required for a 12-month calendar year programing period. 

The committee notes with satisfaction that UNICEF aid no longer 
emphasizes the emergency “handout” type of assistance prevalent in 
the early days of the program. On the contrary, present UNICEF 
activities concentrate on permanently improving rather than tempo- 
rarily relieving child health conditions, and are designed to provide 
an initial impetus to programs which assisted countries will eventually 
carry on by themselves. 

The following summary table of Government contributions (in mil- 
lions of dollars) to the central account of UNICEF illustrates the 
progressive reduction in the percentage of the United States contri- 
bution and the steady increase in contributions from other govern- 
ments for the past several years: 
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1 Estimated. 








The United States contribution has been approximately 33% percent 
of all contributions, including contributions made by governments for 
the benefit of persons located within territories under their control. 
These local cost contributions have shown an increase from $23.6 mil- 
lion to $32.5 million over the 3-year period from 1952 through 1954. 
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In 1954 the United States contribution was 18 percent of all contribu- 
tions, including the local matching contributions. 


Subsection (f)—Palestine refugees in the Near East 


This subsection authorizes an appropriation of $65 million for fiscal 
year 1956 for contributions to the United Nations Relief and Works 
Agency (UNRWA) for Palestine refugees in the Near East. The 
existing authority in section 407 of the Mutual Security Act of 1954, 
under which the President may spend any funds made available under 
that section through any other agency he may designate if he deter- 
mines that this would more effectively contribute to the relief, reha- 
bilitation, and resettlement of Palestine refugees in the Near East, 
would be applicable to the new funds as in the past. 

Seven years ago, as a result of the Palestine conflict, nearly a million 
Arabs left their homes in what is now Israel. For reasons which re- 
main points of bitter dispute, they sought shelter in the remainder of 
Palestine and the four neighboring Arab States—some of which were 
already overpopulated and all of which faced serious problems of un- 
employment and low living standards. Their places have been taken 
by close to a million Jewish people. The Arab refugees have not been 
compensated for their property. Some of the refugees returned to 
Israel, and others found employment in Arab countries. However, 
887,000 refugees are today receiving rations from the United Nations 
Relief and Works Agency. 

Approximately 486,000 are in Jordan, where they comprise well 
over one-third of the population. Another 212,000 are in the Gaza 
Strip, a coastal area now under Egyptian military government, 
which supported 70,000 people when it was part of the Palestine man- 
date. Some 101,636 are in Lebanon and 86,191 are in Syria. Gen- 
erally speaking, they are restless and bitter. Continuation of a relief 
program is considered essential to prevent complete catastrophe. 

The relief program.—tInsofar as the welfare of the refugees is con- 
cerned, 834,000 daily rations of about 1,600 calories are being dis- 
tributed among a total of 887,000 refugees as of June 30, 1954, no 
significant change having occurred in this total for the past 3 years. 
The cost of this ration is about $3 per ration per annum. It is con- 
sidered just adequate for the requirements of the refugee group, and 
more often than not UNRWA is criticized by observers from abroad 
for not providing enough. Many of the refugees, however, are able to 
supplement their rations by occasional work available to them. Any 
significant increase in rations may result in some cases in placing a 
premium on idleness, and in other cases in creating a willingness to 
work at cut-rate wages, thus intensifying the already serious pressure 
of refugee labor in the local labor market and resulting in still further 
hardship on the settled population, particularly in Jordan and in 
Lebanon. Serious social problems have arisen because of the compe- 
tition of refugee labor in these countries. 

Rehabilitation program.—Substantial progress bas been made in two 
major projects for which funds have been reserved in prior yeors. 
Engineering examination of the project in Sinai is well advanced, :nd 
the possible outlines of the undertaking are now becoming clear. ‘i his 
project is estimated to involve the irrigation of 50,000 acres, to provide 
a living for 70,000 or 80,000 refugees, and may cost as much as $50 
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million. It involves increasing the capacity of the present sweet- 
water canal which leads from ‘the Nile to the Suez Canal; a siphon to 
convey water under the canal; a pumping operation to raise the waters 
a few meters to an appropriate height to permit gravity flows to agri- 
cultural lands; land-reclamation operations similar to those practiced 
in the Nile Valley; establishment of farms and necessary community 
centers. Much of the work can be done by the refugees themselves, 
thus reducing the relief burden in Gaza. 

UNRWA has financed several smaller resettlement programs and 
is also devoting rehabilitation funds to education and training. The 
educational program now affects no fewer than 154,000 refugees or 
17 percent of the total refugee population. The cost of this program, 
including elementary and vocational training and a certain amount 
of advance study, was $2.5 million in fiscal year 1954, charged to 
rehabilitation funds. It is intended to expand the educational 
program. 


United Nations Relief and Works Agency—Comparative summary of receipts and 
obligations 


{In thousands of dollars] 








Program 























1 in | Proposed 
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I  iseiseni ckecthe w tained. gis deb cinta bnteaembeintsets 68, 800 | 64, 800 | 125, 400 
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1 Estimated. 


United States contribution to NATO civilian expenses 

This subsection of the Senate bill would authorize $3.7 million for 
the United States contribution to the civilian expenses of the North 
Atlantic Treaty Organization. Of this amount, $1,225,000 is for the 
expenses of the international secretariat serving the North Atlantic 
Council and $2,475,000 is for construction of a new, permanent 
NATO headquarters building. 

As in the case of ICEM, the committee deleted this provision as 
unnecessary, since a continuing authorization is contained in existing 
law. This action, likewise, is no reflection on the need for the re- 
quested funds. 


Subsection (g)—Ocean freight charges 

This subsection amends section 409 of the mutual security legisla- 
tion which provides for the payment of ocean freight charges on ship- 
ments by United States voluntary nonprofit relief agencies and 
authorizes the use of any funds made available under the act to pay 
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ocean freight charges on shipments _ surplus agricultural commodities 
made available pursuant to United States legislation for the disposal 
abroad of United States agricultural surpluses. 

The new sentence added at the end of subsection (c) of section 409 
authorizes the appropriation of $2 million for fiscal year 1956 to con- 
tinue the normal program of financing ocean freight charges on shi 
ments of relief supplies by approved United States voluntary nonprofit 
relief agencies. Approved agencies are those registered with the 
Advisory Committee on Voluntary Foreign Aid and the American 
Red Cross. These private agencies draw their principal support from 
voluntary donations of the American people both in cash and in kind. 
It has been conservatively estimated that their combined constituen- 
cies comprise 75 percent of the American people. The program is 
typically American, representing, as it does, a material expression of 
good will by our citizens for their less fortunate friends abroad. 

Supplies valued at $23,250,000 will have been shipped and dis- 
tributed this year at a cost to the Government of $1.5 million. It is 
readily seen, therefore, that in terms of the value of the goods delivered, 
the cash outlay on the Government’s side is multiplied 15% times. 
These goods include specifically food, clothing, medical and hospital 
supplies, school supplies, handtools for trades and agriculture, and 
other self-help supplies. Much of these goods are donated in kind 
without any cash contribution to cover delivery costs. Hence, the 
value to the agencies of ocean freight support, without which the 
program could not go forward at its present level. The increase in 
the amount requested this year as against last is principally to take 
care of substantially increased shipments of goods to South Vietnam. 
The voluntary agencies are gearing their programs to service the in- 
creased needs occasioned by the mass movement of refugees from 
North Vietnam. 

The program represents a three-way cooperative arrangement 
between the American voluntary agencies, the United States Govern- 
ment, and the foreign governments, with each contributing materially 
to its success. Under regulations which have been established for 
the program, all goods are adequately marked to identify their United 
States origin. These markings bear the FOA emblem and the word- 
ing “Gift of the American People—Ocean Freight Paid by the United 
States Government.”’ Additionally, each agency must maintain in 
the recipient countries United States citizen representatives to super- 
vise distribution and to insure that the supplies reach the persons 
for whom they are intended. 

The amended subsection (d) continues the existing authority to 
utilize other funds appropriated under authority of other provisions 
of the act for ocean freight charges on surplus agricultural commodity 
shipments and, for the first time, authorizes a separate appropriation 
of $13 million for fiscal year 1956 to pay such charges. This new 
separate appropriations authorization is planned partially to meet 
requirements for such shipments as those under title IT of the Agricul- 
tural Trade Development and Assistance Act of 1954 (Public Law 
480, 83d Cong.) (which authorizes shipments of up to $300 million 
worth of surplus agricultural commodities held by the Commodity 
Credit Corporation over a 3-year period to meet famine and other 
needs of friendly nations), and title HII of that act (which allows 


me 
7 
4 
* 
Bs isk 
“ 
5 
: 

















UNIVERSITY OF MICHIGAN LIBRARIES 


34 MUTUAL SECURITY ACT OF 1955 


certain surplus agricultural commodities to be made available to 
United States voluntary nonprofit relief agencies for distribution to 
needy people abroad). 


Subsection (h)—Control Act expenses 


This subsection amends section 410, which authorizes appropriation 
for carrying out the objectives of the Mutual Defense Assistance 
Control Act of 1951 (Battle Act), by authorizing for fiscal year 1956 
an appropriation of $1,175,000 for this purpose. This same amount 
was appropriated for fiscal year 1955. The funds requested will pro- 
vide for staff and coordination activities of the Battle Act and will 
supplement the regular appropriations of other executive agencies 
with responsibilities under the act, such as the Departments of 
Defense and Commerce. 

Subsection (i)—Administrative and other expenses 

Paragraph (1).—This paragraph amends the title of section 41! 
of the act, which authorizes the appropriation for administrative 
expenses and empowers the Director to waive laws and regulations 
regarding the expenditure of Government funds in certain instances, 
to conform to other changes made in that section which are described 
below. 

Paragraph (2).—This paragraph authorizes $35,225,000 for admin- 
istrative expenses of all parts of the program except military assist- 
ance and direct forces support. The current vear’s appropriation is 
$32,500,000, but this sum includes the administrative costs for direct 
forces support. It is anticipated that decreases in the European 
missions will be offset by larger programs in the underdeveloped 
countries of the Far East, the Near East, and Latin America. The 
largest single increase of $900,000 is for the expenses of administering 
the Korean program, most of which administrative costs have pre- 
viously been charged to the Department of Defense. 

The administration expects that the proposed transfer of the For- 
eign Operations Administration to the Department of State as the 
International Cooperation Administration will have no major effect 
on administrative requirements. 

Paragraph (3)——This paragraph restores, in almost identical lan- 
guage, the provisions of section 114 (b) of the Economic Cooperation 
Act of 1948 which permitted the Administrator, with respect to 
certain expenses of overseas personnel (other than compensation) and 
with respect to certain other expenses paid for out of either adminis- 
trative or program funds, to waive such laws and regulations rezarding 
the obligation and expenditure of Government funds as he deemed 
necessary to accomplish the purposes of the act. 

This waiver authority, contained in section 411 (b) of the act, has 
been in effect since the inception of the mutual security program, 
except that for fiscal year 1955, through inadvertence in drafting, it 
was coupled with the authorization for administrative expenses, thus 
limiting its use to funds appropriated for that purpose. Nothing in 
the legislative history of section 411 (b) supports a conclusion that 
either Congress or the executive branch intended this result. Since 
overseas personnel of the Foreign Operations Administration are paid 
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out of either administrative or program funds, depending on the 
functions they perform, the present waiver authority as to unusual 
expenditures for administrative personnel and administrative pur- 
poses is, by the amended language, made applicable to unusual 
expenditures for program personnel and operational purposes. 

For example, the Director may now waive certain laws and regula- 
tions with respect to emergency hospital care or housing for adminis- 
trative employees working in a faraway mission. He should have 
the same authority with respect to program employees working at 
the same mission. By inserting subsection (c) as a separate subsec- 
tion of section 411, and by inserting the word ‘‘operating’’ before 
“purposes” in the body of the subsection, the amended language 
reflects what had been, prior to fiscal year 1955, the accepted and 
understood practice. 

Subsection (j) 

President's Fund for Asian Development.—The first part of this sub- 
section authorizes an appropriation of $200 million for the ‘“Presi- 
dent’s Fund for Asian Development.’’ The fund is available for obli- 
gation until June 30, 1958. The committee calls attention to two 
limitations placed upon the use of this fund: (1) Not less than 50 
percent of the appropriations made to the fund shall be available on 
a loan basis; and (2) not more than 25 percent may be allocated to 
any one nation. The President is required to report semiannually to 
Congress on the use of the fund. 

As indicated in the language of the section, the purpose of the fund 
is to contribute to 
an expanding economic growth of the free Asia area based upon self-help and 
mutual cooperation and full utilization of already existing resources and knowledge. 
The absence of these factors together with a scarcity of local capital 
and of outside private capital are among the most distinctive features 
of the Asian economy. 

This emphasis upon a regional approach to the area’s development 
complements the strictly bilateral programs we have with many of 
the countries of free Asia. By stimulating greater economic and 
political unity in the area and by providing the incentive for the plan- 
ning and development of projects of long-term value to the region, as 
well as the individual countries, it is intended to supplement programs 
concerned only with military objectives. The fund will also be con- 
crete evidence that the United States is concerned about the serious 
economic difficulties confronting those countries, difficulties which in 
many of those countries are compounded by their defense programs. 

The money would be allocated to a particular country on a loan or 
grant basis for projects whose impact would extend beyond that 
country. Projects for river development, transportation, communi- 
cations, trade, and training centers could be financed in part from the 
fund. Administered with a combination of prudence and imagination, 
it can provide the initial stimulus that would strengthen the coun- 
tries of free Asia. It should be noted that the committee inserted 
a qualification limiting the fund’s availability to friendly governments 
and organizations. 
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World Health Organization.—This subsection removes the existing 
$3 million limitation on the amount which may be appropriated 
annually for United States contributions and provides in lieu thereof 
that United States contributions shall not exceed 33% percent of total 
assessments on active members, this new limitation to be effective for 
each fiscal year of the organization after 1958. 

When the United States by congressional action joined the World 
Health Organization in 1948, its share of the Organization’s budget 
was approximately 40 percent. As the Organization has matured, 
its work and its budget have expanded in an orderly way. At the 
same time, under the urging of United States delegates, our share 
percentagewise of its budget, has been decreased. 

The assessment on the United States for the calendar year 1955 is 
$3,349,790, or 36.76 percent of the operating budget. For 1956 it 
will be $3,410,040, or 35.90 percent. The subsection will permit the 
executive branch to request appropriation of funds to pay in full the 
1955 assessment and future years’ assessments, while at the same 
time protecting the United States by limiting the maximum percent- 
age share to be borne by this country. 

On paper, the United States is at present assessed only 334 percent 
of the total amount assessed on all members of WHO, but those mem- 
bers include nine Soviet and satellite countries which for several years 
have taken no part in the activities of the Organization and have not 
paid their contributions. This situation has not been a satisfactory 
one. The committee therefore notes with approval that the World 
Health Assembly at its meeting in Mexico City in May of this year 
accepted the principle that the United States share should not exceed 
33% percent of the assessments on active members, and further decided 
that the United States share would be reduced in 4 equal steps from 
its present level of 36.76 percent to 334 percent by 1959. This reduc- 
tion for the United States results in substantial percentage increases 
for most of the other members of the Organization. 

The World Health Organization has decisively proved its worth 
in the 7 years of its existence. It represents a cooperative effort of 
more than 70 countries to raise levels of health throughout the world 
by combating the spread of epidemic diseases and by strengthening 
public-health services particularly in underdeveloped countries so that 
the latter will be better able to meet their own health needs and 
strengthen their economies with a minimum of outside assistance. 

Joint Commission on Rural Development.—Greater participation by 
the peoples of the less developed countries in our bilateral assistance 
programs has always been one of our primary objectives. One tested 
method of achieving this objective has been the Joint Commission on 
Rural Reconstruction in China. First established on the mainland, 
it moved to Formosa when the Communists overran China. Through 
joint planning and operations in agriculture and other fields of activi- 
ties that intimately touch the masses of people, it has provided that 
spark of grassroots enthusiasm that is essential if the program is to 
succeed. The Philippine Government is engaged in an extensive 
program of rural development. It has studied the work of the Joint 
Commission on Rural Reconstruction on Formosa and has expressed 
a desire to proceed in a similar way in the Philippines. This section 
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provides the necessary authority to establish a joint organization. It 
does not add any money to the bill; rather it permits the use of not 
more than 10 percent of the money programed for the Philippines to 
be used for the work of the Commission. The money that is pro- 

ramed may be (1) in United States dollars, (2) Philippine currency 
Serived as a result of assistance provided under this act or any other 
act, or (3) a combination of such dollars and Philippine currency. 


SECTION 9—-GENERAL PROVISIONS 


Subsection (a) in the draft bill submitted by the executive branch 
and in the bill as it passed the Senate included a minor technical 
amendment to section 501 of the Mutual Security Act of 1954 which 
authorizes the transfer of funds. After a review of this language, the 
executive branch decided .that the proposed amendment was un- 
necessary. 

It is the understanding of the committee that the language of sec- 
tion 501 as it stands in the Mutual Security Act of 1954 authorizes the 
handling of carryover funds in respect to transfers in the same manner 
as has always been the case under previous mutual-security legislation, 

For this reason this subsection has been eliminated from the bill. 
Subsection (a)—Use of foreign currency 

This subsection amends section 502 (b) of existing law, which 
authorizes the use of local currencies owned by the United States for 
appropriate committees of Congress for their local currency expenses, 
to include the Joint Committee on Atomic Energy and the Joint Com- 
mittee on the Economic Report. Both these committees have respon- 
sibilities and interests outside the United States but do not carry out 
their duties under section 136 of the Legislative Reorganization Act 
of 1946, as amended. The proposed amendment, therefore, makes 
clear to these committees that they may use local currencies for their 
expenses in foreign countries. 


Subsection (b)—Termination of assistance 


This subsection repeals section 503 (b) of the Mutual Security Act 
of 1954 and designates subsection (c) as (b). This amendment elim- 
inates the accaat Uariaitia table provision which now applies to develop- 
ment assistance authorized by title II of the act and which would 
have required the liquidation of functions under that title after 
June 30, 1955. 


Subsection (c)—Loan assistance and sales 


Paragraph (1).—This paragraph amends the title of section 505 of 
the act, which relates to assistance under the mutual security program 
to be provided in the form of loans, to conform to the change made in 
that-section which is described below. 

Paragraph (2).—This paragraph amends section 505 of the act to 
permit the President, where it would be to the advantage of the 
United States, and in lieu of furnishing assistance directly to a country, 
to finance the export of commodities to one country in return for goods 
and services of that country which may be required for the assistance 
program. In other words, commodities bought with mutual security 
appropriations could be sold for local currency to the first country 
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and the local currency generated could be used for the benefit of 
programs in other countries without a second charge to the mutual 
security appropriation for the transaction. Such a second charge 
would otherwise be required by section 1415 of the Supplemental 
Appropriation Act, 1953. The proposed amendment is consistent 
with the authority already provided by the Congress in section 240 
of the act, which authorizes the disposal of surplus agricultural 
commodities. 

In effect, this amendment permits handling local currencies derived 
from the sale of commodities other than surplus agricultural products 
in the same manner as such currencies obtained in agricultural trans- 
actions are administered. It is anticipated that this provision will 
facilitate the supplying of coal in providing assistance to certain 
countries. 

Subsection (d)-—Shipping on United States vessels 

This subsection adds a sentence at the end of section 509 of the 
Mutual Security Act, which section requires that not less than 50 
percent of the gross tonnage of commodities, materials, and equip- 
ment procured under certain sections of the act be transported on 
United States-flag commercial vessels, so as to exempt the provisions 
of cargo preference legislation, in particular Public Law 664, 83d 
Congress, from shipments between foreign countries of commodities 
procured with foreign currencies. Although the provisions of section 
509 of the act do not impose such a requirement, Public Law 664 
has been interpreted to require that not tes than 50 percent of the 
commodities procured in one foreign country with local currency 
sales proceeds from the sale of surplus agricultural commodities and 
which are to be shipped to other foreign countries as part of the 
mutual security program, must be shipped on United States-flag 
commercial vessels. ‘Testimony was given to the committee that, 
because of the application of the cargo preference legislation to such 
transactions between foreign countries, the sale of surplus agricultural 
commodities has been severely hampered. 

Because the application of such legislation has also interfered with 
shipment of surplus agricultural commodities from the United States, 
the committee added an amendment to the Senate bill amending 
section 509 of existing mutual security legislation so as to exclude 
such commodities from the operation of the 50-percent shipping 
requirement. 


SECTION 10--ORGANIZATION AND ADMINISTRATION 


Subsection (a)—End items 

The Mutual Security Act (sec. 524 (a)) is supposed to refer to “the 
supervision of end-item use.” In the course of editing last year’s bill 
the words were changed to ‘end items used.’’ This amendment re- 
stores the correct language which dates back to the Mutual Security 
Act of 1951. 


Subsection (b)—Authority to reorganize 
This subsection amends, in the first clause, the second sentence of 


= = 


section 525 of the act to clarify the authority of the President, after 
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June 30, 1955, to transfer to any agency or officer of the United States, 
or to modify or abolish any function, office, or entity of the Foreign 
Operations Administration which may have been transferred to an- 
other agency on or before June 30, 1955. 

The second clause of the proposed amendment provides that the 
authority conferred on the President by the second sentence of section 
525 shall be exercised only in accordance with applicable rules and 
regulations relating to civil service and veterans’ preference. 


Subsection (c)—Foreign Service officers 

This subsection authorizes a technical amendment to section 526 of 
the Mutual Security Act of 1954, which authorizes special missions and 
staffs and provides for the appointment by the President of chiefs and 
deputy chiefs of such missions or stafis. The amendment would 
clarify the authority of the President to appoint Foreign Service 
officers to such positions without prejudice to the career status of 
persons so appointed. The amendment confirms the applicability to 
Foreign Service officers who accept such appointments of the pro- 
visions of section 571 of the Foreign Service Act of 1946, as amended. 
Under these provisions such Foreign Service officers would, for 
instance, receive for the duration of their assignment eas mission 
chiefs or deputy mission chiefs the pay and other benefits which 
normally accrue to these positions. 


Subsection (d)—Travel allowances 

This subsection amends section 530 (a), which provides for the em- 
ployment of experts and consultants to perform functions under the 
act, to authorize payment of per diem in lieu of subsistence to experts 
and consultants on travel status at the rate prescribed in the Stand- 
ardized Government Travel Regulations when that rate exceeds $10. 
As was mentioned previously in connection with section 7 (c), which 
involves a similar amendment, legislation has been proposed which 
would raise the standard Government per diem rate above $10. This 
amendment will permit payment of that new rate to experts and 
consultants. 
Subsection (e)—Reports 

This subsection adds to the reports which the President is required 
to submit to Congress as to the operation of the Mutual Security Act 
a report on the use of the President’s Fund for Asian Economic Devel- 
opment. It is intended that the report will contain not only precise 
information on past expenditures and obligations but also, to the 
extent that the national interest permits, plans and projections for 
future obligation and expenditure. 


SECTION 11—REPEAL AND MISCELLANEOUS PROVISIONS 


Subsection (a) 


Customs exemption (sec. 544 (c)).—The first paragraph adds a new 
subsection (c) to section 544 of the act (relating to amendments to 
other laws) to make permanent the present temporary authority under 
which Government personnel assigned abroad may, upon their return 
to the United States, bring into the United States, without payment of 
import duty or tax, personal and household effects which they have 
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acquired to meet their needs during their assignments abroad. This 
exemption was first provided for in the act of June 27, 1942, which 
specified that the exemption from duty would apply to ’ personal and 
household effects entering the United States under Government orders 
during the period from December 8, 1941, to the day following the 
proclamation of peace by the President. The act of April 4, 1953 
(67 Stat. 22), extended the exemption through June 30, 1955. The 
proposed amendment extends the exemption for another year. The 
amendment will continue an important benefit for persons serving 
abroad not only in the mutual security program but also i in the other 
overseas activities of the Government. 

H. R. 5560 is now under consideration by the House Ways and 
Means Committee. It is expected that this bill will contain provisions 
dealing with this matter based on a careful study of all its aspects by 
the committee which has responsibility for this type of legislation. 
The purpose of including this provision in the mutual security legis- 
lation is to attempt to assure that this exemption, important to this 
program as well as other Government operations, does not expire 
June 30. 

Shipping surplus agricultural products (sec. 544 (d)).—This sub- 
section amends Public Law 480, the Agricultural Trade Development 
and Assistance Act of 1954, by authorizing the President to disregard 
the requirement contained in section 901 (b) of the Merchant Marine 
Act of 1936 which requires that 50 percent of the tonnage of agricul- 
tural commodities exported under the afore-mentioned act must be 
shipped on United States-flag vessels. The President is also author- 
ized to disregard similar provisions of any other laws. 

The committee believes that the imposition of the 50 percent 
shipping requirement has seriously impeded the export of United 
States surplus agricultural commodities to the detriment of United 
States agriculture as well as the mutual security program. The 
lifting of these restrictions should result in a substantial increase in 
consumption of United States farm products abroad. 

Subsection (6) 

Unerpended balances (sec. 548).—This adds a new section 548 which 
provides for the carryover of unexpended balances to the same extent 
as in previous authorizing legislation. It adopts a technique pre- 
viously used in the mutual security legislation of a single carryover pro- 
vision instead of substantially repetitive provisions in each authorizing 
paragraph, Since the fiscal year 1956 authorizing legislation makes a 
few shifts in categories of aid, the new section provides that unex- 
pended balances which are carried over continue available for the gen- 
eral purposes for which appropriated and may be consolidated with 
appropriations made available beginning in fiscal year 1956 for the 
same general purposes under the authority of the act. For example, this 
section would permit a portion of the funds previously appropriated 
under section 121 to be consolidated with funds now authorized under 
section 131 and another portion to be consolidated with funds to be 
authorized under section 124, ete. The phrase “beginning in fiscal 
year 1956” reflects the fact that some authorizations are for the appro- 
priation of no-year funds. 


se ot 


os 


——s eK se FCO 








‘his 
Lich 
and 
lers 
the 
953 
The 
The 
ring 
her 


and 
ions 
3 by 
ion. 
“ris- 
this 
pire 


sub- 
lent 
rard 
rine 
cul- 
t be 
hor- 


rent 
ited 
ited 
The 
e in 


hich 
tent 
pre- 
pro- 
Zing 
ces a 
nex- 
gen- 
with 
the 
this 
ated 
nder 
o be 
iscal 


ypro- 





MUTUAL SECURITY ACT OF 1955 41 


The proviso limits the carryover of unexpended balances not yet 
obligated by June 30, 1955, to a total of $200 million. Each year 
since the program began there has always been a large carryover of 
unobligated funds. This unobligated carryover each year has ex- 
ceeded the amount that was estimated by the executive branch as 
anticipated at the time the request for authorization was under con- 
sideration by the committee. 

The committee was informed in the basic material submitted at 
the beginning of the presentation that the estimated unobligated 
and unreserved balance expected June 30, 1955, was to be $100 
million. On June 13 the committee received information that the 
estimated unobligated balances would exceed the $200 million limit 
contained in the Senate bill. The committee received a memo- 
randum on June 21, stating that the unobligated carryover of military 
funds would be “some $600 million,” an increase of $500 million over 
the original estimate. 

Rather than rework its authorizations at so late a date in recogni- 
tion of this increased availability of funds for commitment in 1956, 
the committee decided to retain the $200 million limitation in the 
Senate bill which apparently will bring the 1956 funds more nearly 
into line with the original estimates. 

Statement of congressional policy (sec. 549)—As amended by the 
committee, this section contains a proposed amendment adding two 
new subsections (sec. 549 (a) and (b)) on congressional policy. 

Subsection (a) states the congressional policy that those nations of 
Western Europe that have been assisted in their economic recovery 
and rehabilitation through mutual security programs and thus have 
been able to regain their military strength, should in the future share 
to a greater extent the financial burden of providing aid to those other 
friendly nations of the world who need assistance in order to contribute 
to the security of the free world. 

The concept of mutuality ingrained in the mutual security program 
does not require the United States to continue to shoulder the major 
portion of free-world responsibility. The nations of Western Europe 
are to be commended for their rapid recovery and rehabilitation, due 
in part to economic and other forms of assistance by the United 
States, and in part to their own determination, sacrifices, and efforts. 
Thus, they are in position to assume a greater share of the burden of 
financial aid to the free world which, up to now, has been borne in 
large measure by the United States. This greater sharing of the bur- 
den would carry the mutual security program to its logical conclusion, 
that is, to help nations to help themselves so that they might in turn 
help other nations of the free world who require such assistance. 

Subsection (b) states the congressional policy that mutual security 
assistance shall be administered so as to assist other peoples in their 
efforts to free themselves from colonialism or other forms of domina- 
tion under circumstances enabling them to assume an equal station 
among the free nations of the world. This is in keeping with the 
history of our Nation and the principles we have constantly 
proclaimed. 
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SECTION 12—-CONGRESSIONAL POLICY ON THE COMMUNIST REGIME IN 
: CHINA 


The final section of the bill, added by the committee, reaffirms and 
restates congressional policy, as expressed in section 101 of the Mutual 
Security Act of 1954, against the recognition of the Communist 
regime in China to represent China in the United Nations. The 
Communist regime in China has consistently demonstrated its 
unwillingness to fulfill the obligations contained in the Charter of the 
United Nations. It would be inconsistent with, and indeed in viola- 
tion of, the principles of the Charter to admit the Chinese Red regime 
to represent China in the United Nations. 

At the very time that the 10th anniversary of the United Nations is 
being celebrated in San Francisco and while other top-level conferences 
and conversations are being held on major problems affecting the peace 
and security of the world, it is highly important to reassure our friends 
in free Asia that the United States has no intention of relaxing its 
policy in seeking a solution to those problems. At the same time, 
it is equally important to make clear to our allies in other areas of the 
world and to the executive branch of our Government the unmistaka- 
ble continued conviction of the United States with respect to the 
Communist regime in China. 


INVESTMENT GUARANTY PROGRAM 


The committee has in the past emphasized the importance which 
it attaches to the private enterprise provisions of the mutual security 
legislation. It repeats that emphasis here. An essential role of 
private enterprise in mutual security is the investment guaranty pro- 
gram, which is a worldwide program and not restricted to those coun- 
tries receiving assistance under this act. Section 413 (b) (4) (G) of 
the mutual security law contains the following mandate: 

The guaranty program authorized by this paragraph shall be used to the 
maximum practicable extent and shall be administered under broad criteria so 
as to facilitate and increase the participation of private enterprise in achieving 
any of the purposes of this Act. 

The committee is not satisfied that “broad criteria’? have been 
applied by the executive branch to the guaranty provisions nor that 
the participation of private enterprise is being facilitated or increased 
to the maximum extent practicable. From testimony and other evi- 
dence before the committee it is clear that the interpretation placed 
by the executive branch on the type of investment covered has been 
unduly narrow, contrary to the intent of Congress. The committee, 
which originally drafted these provisions, states that it has always 
been its intent and is now its intent that the executive branch exercise 
the utmost imagination and effort to expand the investment guaranty 
program beyond this narrow and unintended concept to include 
indirect investments as well as direct investments. 

The committee notes with some concern that no guaranty contracts 
have been entered into covering investment in any Latin American 
country, although United States agreements have been negotiated 
with several countries in the hemisphere. 
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The committee expects this program to be administered effectively 
and with the principle firmly in mind that private enterprise is an 
important and permanent arm of, and under, the mutual security 
program. 

CuANGEs IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as passed 
by the Senate, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


MUTUAL SECURITY ACT OF 1954 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That this Act may be cited 
as the ‘‘Mutual Security Act of 1954’’. 


TITLE I—MUTUAL DEFENSE ASSISTANCE 
CuapTrer 1—Muititrary ASSISTANCE 


Sec. 101. Purpose or Cuaprer.—The Congress of the United 
States reaffirms the policy of the United States to achieve inter- 
national peace and security through the United Nations so that 
armed force shall not be used except in the common defense. The 
Congress hereby finds that the efforts of the United States and other 
nations to promote peace and security require additional measures 
of support based upon the principle of continuous and effective self- 
help and mutual aid. It is the purpose of this chapter to authorize 
measures in the common defense, including the furnishing of military 
assistance to friendly nations and international organizations in order 
to promote the foreign policy, security, and general welfare of the 
United States and to facilitate the effective participation of such 
nations in arrangements for individual and collective self-defense. In 
furnishing such military assistance, it remains the policy of the United 
States to continue to exert maximum efforts to achieve universal 
control of weapons of mass destruction and universal! regulation and 
reduction of armaments, including armed forces, under adequate 
safeguards to protect complying nations against violation and evasion. 

The Congress reaffirms its previous expressions favoring the crea- 
tion by the free peoples of the Far East and the Pacific of a joint 
organization, consistent with the Charter of the United Nations, to 
establish a program of self-help and mutual cooperation designed to 
develop their economic and social well-being, to safeguard basic rights 
and liberties and to protect their security and independence. 

The Congress hereby reiterates its opposition to the seating in the 
United Nations of the Communist China regime as the representative 
of China. In the event of the seating of representatives of the Chinese 
Communist regime in the Security Council or General Assembly of 
the United Nations, the President is requested to inform the Congress 
insofar as is compatible with the requirements of national security, 
of the implications of this action upon the foreign policy of the United 
States and our foreign relationships, including that created by mem- 
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bership in the United Nations, together with any recommendations 
which he may have with respect to the matter. 

Sec. 102. Genera, Aurnority.—Military assistance may be fur- 
nished under this chapter on a grant or loan basis and upon such other 
appropriate terms as may be agreed upon, by the procurement from 
any source and the transfer to eligible nations and international 
organizations of equipment, materials, and services or by the provision 
of any service, including the assignment or detail of members of the 
Armed Forces and other personnel of the Department of Defense 
solely to assist in an advisory capacity or to perform other duties of a 
noncombatant nature, including military training or advice. 

Sec. 103. AurHoRrizaTions.—(a) (1) There is hereby authorized to 
be appropriated to the President, in addition to appropriations author- 
ized by section 104, not to exceed $1,270,000,000, to carry out the 
purpose of this chapter: and, in addition, unexpended balances of 
appropriations for military assistance under each paragraph of the 
Mutual Security Appropriation Act, 1954 (including the appropria- 
tion for mutual special weapons planning), are hereby authorized to 
be continued available for the purpose of this chapter and to be con- 
solidated with the appropriation authorized by this subsection; all 
of which is hereby authorized to be continued available through 
June 30, 1955. 

(2) In addition, there is hereby authorized to be appropriated to the 
President to carry out the purposes of this chapter not to exceed $1,278,- 
000,000, to remain available until expended. 

(b) Funds made available pursuant to subsection (a) of this section 
shall be available for the administrative and operating expenses of 
carrying out the purpose of this chapter including expenses incident 
to United States participation in international security organizations. 

[(c) Funds made available pursuant to subsection (a) of this sec- 
tion may be used for the procurement of equipment or materials 
outside the United States unless the President determines that such 
procurement will result in one or more of the following conditions: 

[(1) Adverse effects upon the economy of the United States, 
with special reference to any areas of labor surplus, or upon the 
industrial mobilization base, which outweigh the strategic and 
logistic advantages to the United States of procurement abroad; 

[(2) Production of such equipment or materials outside the 
United States under inadequate safeguards against sabotage or 
the release to potential enemies of information detrimental to 
the security of the United States; 

((3) Unjustifiable cost. in comparison with procurement in the 
United States, taking into account transportation costs for de- 
livery overseas; and 

[(4) Delays in delivery incompatible with United States de- 
fense objectives.] 

(c) When appropriations made pursuant to subsection (a) of this 
section are used to furnish military assistance on terms of repayment 
within ten years or earlier such assistance may be furnished, notwith- 
standing sections 105, 141 and 142, to nations eligible to purchase mili- 
tary equipment, materials, and services under section 106. 

Sec. 104. INFrRaAstrucTURE.—(a) The President is authorized to 
make contributions to infrastructure programs of the North Atlantic 
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Treaty Organization, in accordance with agreements already made 
between the member nations, out of funds made available pursuant 
to this section, or section 103, or chapter IX of the Supplemental 
Appropriation Act, 1953, of amounts totaling not more than $780,- 
000,000, less amounts already contributed for such purpose. There 
is hereby authorized to be appropriated to the President for such 
purpose, in installments prior to June 30, 1958, not to exceed $321,- 
000,000, to remain available until expended. Such contributions by 
the United States shall not exceed its proportionate share, as here- 
tofore agreed upon, of the expenses of such programs. 

(b) When the President determines that it is in the interest of the 
security of the United States to participate in programs for the 
acquisition or construction of facilities in foreign nations for collective 
defense other than programs of the North Atlantic Treaty Organiza- 
tion, he may use for such purpose funds made available under section 
103 or local currencies made available under section 402 in amounts 
totaling not more than $50,000,000. 

(c) Notwithstanding section 501 of this Act, no funds other than 
those referred to in subsections (a) and (b) of this section may be 
expended for the purposes of this section. No funds shall be expended 
under this section for rental or purchase of land or for payment of 
taxes. 

Sec. 105. Conpirions AppLticaBLE TO MILITARY ASSISTANCE.—(a) 
Military assistance may be furnished under this chapter to any nation 
whose increased ability to defend itself the President shall have deter- 
mined to be important to the security of the United States and which 
is otherwise eligible to receive such assistance. Equipment and mate- 
rials furnished under this chapter shall be made available solely to 
maintain the internal security and legitimate self-defense of the 
recipient nation, or to permit it to participate in the defense of its area 
or in collective security arrangements and measures consistent with the 
Charter of the United Nations. The President shall be satisfied that 
such equipment and materials will not be used to undertake any act 
of aggression against any nation. 

(b) In addition to the authority and limitations contained in the 
preceding subsection, the following provisions shall apply to particular 
areas: 

[(1) In order to promote an integrated defense of the North Atlantic 
area and to support concrete measures for political federation, mili- 
tary integration, and economic unification in Europe, equipment and 
materials of the value programed for fiscal years 1954 and 1955 for 
nations signing the treaty constituting the European Defense Com- 
munity shall, pending the coming into force of the treaty, be delivered 
only to such of these nations as have ratified the treaty, and have 
joined together in or are developing collective defense programs in 
& manner satisfactory to the United States as determined by the 
President.] 

(1) The Congress welcomes the recent progress in European cooperation 
and reaffirms its belief in the necessity of further efforts toward political 


federation, military integration, and economic unification as a means of 


building strength, establishing security, and preserving peace in the North 
Atlantic area. In order to provide further encouragement to such efforts, 
the Congress believes it essential that this Act should be so administered 
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as to support concrete measures to promote greater political federation, 
military integration, and economic unification in Europe. 

(2) Military assistance furnished to any nation in the [Near East, 
Africa, and South Asia] Near East and Africa to permit it to partici- 
pate in the defense of its area shall be furnished only in accordance with 
plans and arrangements which shall have been found by the President 
to require the recipient nation to take an important part therein. 

(3) In furnishing military assistance in [the Far East and the 
Pacific] Asia, and in carrying out the provisions of section 121 of 
this Act, the President shall give the fullest assistance, as far as pos- 
sible directly, to the free peoples in that area, including the Associated 
States of Cambodia, Laos, and Vietnam, in their creation of a joint 
organization, consistent with the Charter of the United Nations, to 
establish a program of self-help and mutual cooperation designed to 
develop their economic and social well-being, to safeguard basic rights 
and liberties, and to protect their security and independence. 

(4) Military assistance may be furnished to the other American 
Republics only in accordance with defense plans which shall have 
been found by the President to require the recipient nation to partici- 
pate in missions important to the defense of the Western Hemisphere. 

(c) The Secretary of Defense shall insure that the value (as deter- 
mined pursuant to section 545) of equipment, materials, and services 
heretofore furnished under military assistance programs authorized 
by Acts repealed by this Act or hereafter furnished pursuant to section 
103 (a) to nations or organizations in each of the four areas named 
in this subsection shall not exceed the total of the funds heretofore 
made available for military assistance in that area pursuant to Acts 
repealed by this Act plus the amount herein corned for that area: 

(1) In the European area (excluding Greece and Turkey), 
$617 ,500,000. 

(2) In the Near East (including Greece and Turkey) [, Africa, and 
South Asia] and Africa, $181,200,000. 

(3) In [the Far East and the Pacific] Asia, $583,600,000. 

(4) In the Western Hemisphere, $13,000,000. 

(d) Whenever the President determines it to be necessary for the 
purpose of this title, equipment, materials, and services of a value 
not to exceed 15 per centum of the sum of (1) that portion of the 
unexpended balances referred to in section 103 (a) which was available 
on June 30, 1954, to furnish assistance in any of the areas named in 
subsection (c) of this section, and (2) the amount specified in the 
applicable paragraph of subsection (c) of this section for additional 
assistance in such area, may be furnished in any other such area or 
areas, notwithstanding the limitations set forth in subsection (c) of 
this section. Funds heretofore obligated or programed or hereafter 
made available solely for the purpose of section 104 (pertaining to 
infrastructure) shall not be included in the total fixed for each such 
area. Funds heretofore appropriated for military assistance in a 
particular geographic area but transferred from such use under section 
513 of the Mutual Security Act of 1951, as amended, or under section 
408 (c) of the Mutual Defense Assistance Act, shall be included in 
the total for the area for the benefit of which such transfer was made, 
and not in the total for the area from which the transfer was made. 
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Sec. 106. Sate or Minirary EquipMEent, MATERIALS, AND SERV- 
1ces.—(a) The President may, in order to carry out the purposes of 
this chapter, sell or enter into contracts (without requirement for 
charge to any appropriation or contract authorization) for the pro- 
curement for sale of equipment, materials, or services to any nation 
or international organization: Provided, That prior to the transfer of 
any such equipment, materials, or services to any nation which has 
not signed an agreement under section 142 of this Act or joined with 
the United States in a regional collective defense arrangement, the 
President shall have received commitments satisfactory to him that 
such equipment, materials, or services are required for and will be 
used by such nation solely to maintain its internal security, its legiti- 
mate self-defense, or to permit it to participate in the defense of the 
area of which it is a part, or in collective security arrangements and 
measures consistent with the Charter of the United Nations, and that 
it will not undertake any act of aggression against any other state. 

(b) Whenever equipment or materials are sold from the stocks of 
or services are rendered by any United States Government agency to 
any nation or international organization as provided in subsection (a), 
such nation or international organization shall first make available 
the fair value, as determined by the President, of such equipment, 
materials, or services before delivery or, when the President deter- 
mines it to be in the best interests of the United States, within sixty 
days thereafter or, as determined by the President, within a reasonable 
period not to exceed three years. The fair value for the purpose of 
this subsection shall not be less than the value as defined in subsection 
(h) of section 545: Provided, That with respect to excess equipment 
or materials the fair value may not be determined to be less than 
(i) the minimum value specified in that subsection plus the serap value, 
or (ii) the market value, if ascertainable, whichever is the greater. 
Before a contract for new production is entered into, or rehabilitation 
work is undertaken, such nation or international organization shall 
(A) provide the United States with a dependable undertaking to pay 
the full amount of such contract or the cost of such rehabilitation 
which will assure the United States against any loss on the contract or 
rehabilitation work, and (B) shall make funds available in such 
amounts and at such times as may be necessary to meet the payments 
required by the contract or the rehabilitation work in advance of the 
time such payments are due, in addition to the estimated amount of 
any damages and costs that may accrue from the cancellation of such 
contract or rehabilitation work. 

(c) Sections 105, 141, and 142 shall not apply with respect to assist- 
ance furnished under this section. 

Sec. 107. Watvers or Law.—(a) The President may perform any 
of the functions authorized under this chapter without regard to (1) 
the provisions of title 10, United States Code, section 1262 (a), and 
title 34, United States Code, section 546 (e); and (2) such provisions 
as he may specify of the joint resolution of November 4, 1939 (54 
Stat. 4), as amended. 

(b) Notwithstanding the provisions of Revised Statutes 1222 (10 
U.S. C. 576), personnel of the Department of Defense may be assigned 
or detailed to any civil office for the purpose of enabling the President 
to furnish assistance under this Act. 
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Sec. 108. TRANSFER OF Miuitrary Equipment To JAPpAN.—In addi- 
tion to any program of military assistance for which funds may be 
appropriated pursuant to this Act, the President is hereby authorized 
to transfer to the Government of Japan, until June 30, [1955] 1956, 
upon such terms and conditions as he may specify, and upon its 
request, United States military equipment and supplies programed for 
Japan to meet its internal security requirements for which Department 
of Defense appropriations were obligated prior to July 1, 1953. No 
appropriation shall be requested to replace the military equipment 
and supplies so transferred, and no funds heretofore or hereafter 
appropriated for the purpose of this chapter shall be available for 
reimbursement to any United States Government agency on account 
of any transfer made pursuant to this section. 


Cuapter 2—SouTHeast AsIA AND THE WESTERN PACcIFIC, AND 
Direct Forces Support 


Sec. 121. Sourneast AsIA AND THE WesTERN Paciric.—There is 
hereby authorized to be appropriated to the President for the fiscal 
year 1955, to be made available on such terms and conditions, including 
transfer of funds, as he may specify, not to exceed $700,000,000 for 
expenses necessary for the support of the forces of nations in the area 
of Southeast Asia, including the furnishing, as far as possible, of 
direct assistance to the Associated States of Cambodia, Laos, and 
Vietnam as well as to the forces of other free nations in the area includ- 
ing those of France located in such Associated States and for other ex- 
penditures to accomplish in Southeast Asia and the Western Pacific 
the policies and purposes declared in this Act. In addition, the unex- 
pended balances of funds allocated from appropriations made pur- 
suant to sections 304 and 540 of the Mutual Security Act of 1951, as 
amended, for the purpose of support of the forces of the Associated 
States of Cambodia, Laos, and Vietnam and the forces of France 
located in the Associated States, are hereby authorized to be continued 
available for the purpose of this section through June 30, 1955, and 
to be consolidated with the appropriation authorized by this section. 
Assistance under this section shall be made available subject to the 
provisions of sections 141 and 142, except that (1) in the case of assist- 
ance to the Associated States of Cambodia, Laos, and Vietnam, and 
(2) in the case of assistance (not to exceed in the aggregate 10 per 
centum of the amount appropriated pursuant to this section, excluding 
unexpended balances of prior appropriations) to other nations, the 
President may waive specific provisions of section 142 to the extent 
he may deem necessary in the national interest to carry out the pur- 
poses of this Act. The President or such officer as he may designate 
shall report each instance of such waiver to the Foreign Relations, 
Appropriations, and Armed Services Committees of the Senate and the 
Foreign Affairs, Appropriations, and Armed Services Committees of 
the House of Representatives within thirty days. 

It is the sense of the Congress that no part of the funds appropri: 
ated under this section shall be used on behalf of governments which 
are committed by treaty to maintain Communist rule over any defined 
territory of Asia. 

Sec. 122. Propuction ror Forces Suprort.—tThere is hereby 
authorized to be appropriated to the President for the fiscal year 
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1955, to be made available on such terms and conditions, including 
transfer of funds, as he may specify, not to exceed $35,000,000 for 
manufacture in the United Kingdom of military aircraft required by 
United Kingdom forces for the defense of the North Atlantic area. 
In addition, unexpended balances of appropriations made pursuant to 
section 102 of the Mutual Security Act of 1951, as amended, are 
hereby authorized to be continued available for their original pur- 
poses through June 30, 1955, and the unexpended balance of the appro- 
priation made pursuant to the second clause of that section is authorized 
to be consolidated with the appropriation authorized by this section. 

Sec. 123. Common Use Irems.—There is hereby authorized to be 
appropriated to the President for the fiscal year 1955 not to exceed 
$60,000,000 for the provision of any common-use equipment, materi- 
als, commodities, or services which are to be used by military forces 
of nations receiving assistance under chapter | of this title. Programs 
authorized by this section shall be administered in accordance with 
the provisions of chapter 1 or chapter 3 of this title. 

Sec. 124. Direct Forces Support.—There is hereby authorized to be 
appropriated to the President for the fiscal year 1956 not to exceed 
$317,200,000 to provide assistance in the form of direct forces support 
to be delivered or rendered directly to the military forces of nations eligible 
for military assistance under chapter 1 of this title. The President may, 
notwithstanding the provisions of section 501, consolidate all or any part 
of appropriations made pursuant to this section with appropriations 
made pursuant to section 103. Programs authorized by this section may 
be administered in accordance with the provisions of chapter 1 or chapter 
3 of this title. 


CHAPTER 3—DEFENSE Support 


Suc. 131. GeneraL AvutHoriry.—(a) The President is hereby 
authorized to furnish, to nations and organizations eligible to receive 
military assistance under chapter 1 of this title, or to nations which 
have joined with the United States in a regional collective defense 
arrangement, commodities, services, and financial and other assistance 
designed to sustain and increase military effort. In furnishing such 
assistance, the President may provide for the procurement and trans- 
fer from any source of any commodity or service (including process- 
ing, storing, transporting, marine insurance, and repairing) or any 
technical information and assistance. 

(b) There is hereby authorized to be appropriated to the President 
for the fiscal year 1955 to carry out the provisions of this section, not 
to exceed— 

(1) $46,000,000 for Europe (excluding Greece and Turkey); 

(2) $73,000,000 for the Near East (including Greece and Tur- 

key), Africa, and South Asia; and 

(3) $80,098,195 for the Far East and the Pacific. 
In addition, unexpended balances of appropriations heretofore made 
pursuant to section 541 of the Mutual Security Act of 1951, as 
amended, are hereby authorized to be continued available for the 
purpose of this subsection through June 30, 1955, and to be con- 
solidated with the appropriation authorized for the same area by 
this subsection: Provided, That portions of such unexpended balances 
which have been allocated to assistance for Greece and Turkey shall 
be consolidated with the appropriation authorized by paragraph (2) 
of this subsection. 
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(c) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 to carry out the provisions of this section, not to exceed— 
(1) $70,000,000 for Europe (excluding Greece and Turkey); 
(2) $102 500, 000 for the Near East (including Greece and Turkey) 
and Africa; and 
(3) $827,800,000 for Asia. 
Funds made available for assistance to Korea from appropriations 
authorized by this section may be used in accordance with the applicable 
provisions of section 132 of this Act. 

(d) In providing assistance in the procurement of commodities in the 
United States, United States dollars shall be made available for marine 
insurance on such commodities where such insurance is placed on a 
competitive basis in accordance with normal trade practice prevailing prior 
to the outbreak of World War I1: Provided, That in the event a partici- 
pating country, by statute, decree, rule, or regulation, discriminates against 
any marine insurance company ‘authorized to do business in an y State of 
the United States, then commodities purchased with funds prov ided 
hereunder and destined for such country shall be insured in the United 
States against marine risk with a company or companies authorized to do 
a marine insurance business in any State of the United States. 

Sec. 132. Korean Procram.—(a) There is hereby authorized to be 
appropriated to the President for the fiscal year 1955 not to exceed 
$205,000,000 to be expended, upon terms and conditions specified by 
the President, for defense support, relief and rehabilitation, and other 
necessary assistance (including payment of ocean freight charges on 
shipments for relief and rehabilitation, without regard to section 409 
of this Act) in those parts of Korea which the President shall have 
determined to be not under Communist control. In addition, unex- 
pended balances of funds heretofore allocated for the purpose of relief 
and rehabilitation in Korea pursuant to the paragraph entitled “Relief 
and Rehabilitation in Korea’, chapter VII, Supplemental Appropria- 
tion Act, 1954, and unobligated balances of the appropriation for 
“Civilian Relief in Korea’’, title II[, Department of Defense Appro- 
priation Act, 1954, are hereby authorized to be continued available 
for the purposes of this subsection through June 30, 1955, and to be 
consolidated with the appropriation authorized by this subsection. 

(b) (1) Notwithstanding the provisions of any other law, the Presi- 
dent is authorized, at any time prior to twenty-four months from the 
date of enactment of this Act, to transfer to the Republic of Korea, 
by sale or charter and on such terms and conditions as he may specify, 
not more than eight CI-M~—AV1 vessels. Any agency of the United 
States Government owning or operating such vessels is authorized 
to make such vessels available for the purpose of this subsection: 
Provided, That if after investigation it is determined by the President 
that there are privately owned C1-M-AV1 vessels offered and avail- 
able for sale by American citizens as defined in section 2 of the Sbip- 
ping Act, 1916, as amended, at prices equal to or Jess than those pro- 
vided for in subsection (b) (2) below, such vessels shall be acquired 
by an owning or operating agency designated by the President for 
the purpose of this subsection. Funds made available pursuant to 
subsection (a) of this section shall be available for the purpose of this 
subsection. 

(2) Such transfers shall be made at prices ee a under section 
3 of the Merchant Ship Sales Act of 1946 (50 U.S. C., App. 1736): 
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Provided, That such vessels shall be placed in class in accordance with 
minimum requirements of the American Bureau of Shipping by the 
owning or operating agency, and the expense of placing in class shall 
be reimbursed to such agency. 

(c) There is hereby authorized to be appropriated for the fiscal year 
1955 not to exceed $3,452,615 for making contributions to the United 
Nations Korean Reconstruction Agency or expenditure through such 
other agency for relief and rehabilitation in Korea as the President 
may direct. In addition, the unexpended balance of the appropriation 
made pursuant to the last sentence of section 303 (a) of the Mutual 
Security Act of 1951, as amended, is hereby authorized to be continued 
available for the purpose of this subsection through June 30, 1955, 
and to be consolidated with the appropriation authorized by this sub- 
section. Sections 141 and 142 of this Act shall not apply with respect 
to assistance furnished under this subsection. 

(d) To the extent necessary to accomplish the purposes of this 
section (1) assistance may be furnished under this section without 
regard to the other provisions of this title and (2) the authority 
provided in section 307 may be exercised in furnishing assistance 
under subsection (a) of this section. 


Cuaprer 4—GENERAL Provisions RELATING To MutvuaL DEFENSE 
ASSISTANCE 


Sec. 141. Conpirions or Exvicisiiiry ror AssistaNce.—No assist- 
ance shall be furnished under this title to any nation or organization 
unless the President shall have found that furnishing such assistance 
will strengthen the security of the United States and promote world 
peace. No such assistance shall be furnished to a nation unless it 
shall have agreed to the provisions required by section 142, and 
such additional provisions as the President deems necessary to effectu- 
ate the policies and provisions of this title and to safeguard the inter- 
ests of the United States. ‘ 

Sec. 142. AGREEMENTS.—No assistance shall be furnished to any 
nation under this title unless such nation shall have agreed to— 

(1) join in promoting international understanding and good 
will, and maintaining world peace; 

(2) take such action as may be mutually agreed upon to elimi- 
nate causes of international tension; 

(3) fulfill the military obligations, if any, which it has assumed 
under multilateral or bilateral agreements or treaties to which 
the United States is a party; 

(4) make, consistent with its political and economic stability, 
the full contribution permitted by its manpower, resources, 
facilities, and general economic condition to the development 
and maintenance of its own defensive strength and the defen- 
sive strength of the free world; 

(5) take all reasonable measures which may be needed to 
develop its defense capacities; 

(6) take appropriate steps to insure the effective utilization 
of the assistance furnished under this title in furtherance of the 
policies and purposes of this title; 
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(7) impose appropriate restrictions against transfer of title to 
or possession of any equipment and materials, information, or 
services furnished under chapter 1 of this title, without the 
consent of the President; 

(8) maintain the security of any article, service, or information 
furnished under chapter 1 of this title; 

(9) furnish equipment and materials, services, or other assist- 
ance consistent with the Charter of the United Nations, to the 
United States or to and among other nations to further the policies 
and purpose of chapter 1 of this title; 

(10) permit continuous observation and review by United 
States representatives of programs of assistance authorized under 
this title, including the utilization of any such assistance, or 
provide the United States with full and complete information 
with respect to these matters, as the President may require[[; and]. 

(11) [in cases where any commodity is furnished on a grant 
basis under any provision of this Act other than chapter 1 of 
title I under arrangements which will result in the accrual of 
proceeds to the recipient nation from the import or sale thereof, 
establish a Special Account, and—] Jn cases where any commodity 
is to be furnished on a grant basis under chapter 2 or chapter 3 of 
title I or under title II of this Act under arrangements which will 
result in the accrual of proceeds to the recipient nation from the 
import or sale thereof, such assistance shall not be furnished unless 
ert er nation shall have agreed to establish a Special Account, 
and— 

(i) deposit in the Special Account, under such terms and 
conditions as may be agreed upon, currency of the recipient 
nation in amounts equal to such proceeds; 

(ii) make available to the United States such portion of 
the Special Account as may be determined by the President 
to be necessary for the requirements of the United States: 
Provided, That such portion shall not be less than 10 per 
centum in the case of any country to which such minimum 
requirement has been applicable under any Act repealed 
by this Act; and 

(iii) utilize the remainder of the Special Account for 
programs agreed to by the United States to carry out the 
purposes for which new funds authorized by this Act would 
themselves be available. 

Any unencumbered balances of funds which remain in the 
Account upon termination of assistance to such nation under this 
Act shall be disposed of for such purposes as may, subject to 
approval by Act or joint resolution of the Congress, be agreed to 
between such country and the Government of the United States. 


TITLE II—DEVELOPMENT ASSISTANCE 


Sec. 201. Aurnorization.—(a) There is hereby authorized to be 
appropriated to the President for the fiscal year 1955, not to exceed— 


(1) $115,000,000 for assistance designed to promote the eco- 
nomic development of the Near East and Africa, and for other 
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me of assistance designed to help maintain economic and politi- 
cal stability in the area; 

(2) $75,000,000 for assistance designed to promote the economic 
development of [South Asia] Asia and to assist in maintaining 
economic and political stability in the area; and 

(3) $9,000,000 for assistance designed to promote economic 
development in the other American Republics and non-self-gov- 
erning territories of the Western Hemisphere and to assist in 
maintaining economic and political stabiiity in the area. 

Such assistance may be furnished on such terms and conditions as the 
President may specify [, except that 30 per centum of the funds appro- 
priated pursuant to this subsection shall be available only for furnish- 
ing rae on terms of repayment in accordance with section 
505.9. 

(b) In addition, unexpended balances of appropriations heretofore 
made pursuant to sections 206 and 302 (b) of the Mutual Security 
Act of 1951, as amended, and unexpended balances of funds allocated 
to the emergency economic aid program for Bolivia are hereby author- 
ized to be continued available for the purposes of this section through 
June 30, 1955, and to be consolidated with the appropriations author- 
ized by paragraphs (1), (2), and (3) of subsection (a) of this section, 
respectively. 

(c) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $73,000,000, $71,000,000, and 
$38,000,000 to furnish assistance under paragraphs (1), (2), and (8), 
respectively, of subsection (a) of this section. 

Sec. 202. ADMINISTRATION.—Except as necessary to accomplish the 
purposes of section 201, programs of assistance authorized by that 
section shall be administered in accordance with sections 303 and 308 
(relating to technical cooperation). The authority provided in section 
307 may be exercised for purposes of furnishing assistance under section 


201. 
TITLE II—TECHNICAL COOPERATION 


Sec. 301. Deciaration or Purpose.—It is the policy of the United 
States and the purpose of this title to aid the efforts of the peoples of 
economically underdeveloped areas to develop their resources and 
improve their working and living conditions by encouraging the 
exchange of technical knowledge and skills and the flow of invest- 
ment capital to countries which provide conditions under which such 
technical assistance and capital can effectively and constructively 
contribute to raising standards of living, creating new sources of 
wealth, increasing productivity and expanding purchasing power. 

Sec. 302. Genprat Autuority AND Derinirion.—The President is 
authorized to furnish assistance in accordance with the provisions of 
this title through bilateral technical cooperation programs. As used 
in this title, the term “technical cooperation programs’’ means pro- 
grams for the international interchange of technical knowledge and 
skills designed to contribute primarily to the balanced and integrated 
development of the economic resources and productive capacities of 
economically underdeveloped areas. Such activities shall be limited 
to economic, engineering, medical, educational, labor, agricultural, 
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forestry, fishery, mineral, and fiscal surveys, demonstration, training, 
and similar projects that serve the purpose of promoting the develop- 
ment of economic resources, productive capacities, and trade of eco- 
nomically underdeveloped areas, and training in public administration. 
The term “technical cooperation programs” does not include such 
activities authorized by the United States Information and Educa- 
tional Exchange Act of 1948 (62 Stat. 6) as are not primarily related 
to economic development, nor activities undertaken now or hereafter 
pursuant to the International Aviation Facilities Act (62 Stat. 450), 
nor activities undertaken now or hereafter in the administration of 
areas occupied by the United States Armed Forces. 

Sec. 303. Prerequisires TO Asststancr.—Assistance shall be made 
available under section 302 of this Act only where the President 
determines that the nation being assisted — 

(a) pays a fair share of the cost of the program; 

(b) provides all necessary information concerning such pro- 
gram and gives the program full publicity; 

(c) seeks to the maximum extent possible full coordination 
and integration of technical cooperation programs being carried 
on in that nation; 

(d) endeavors to make effective use of the results of the pro- 
gram; and 

(e) cooperates with other nations participating in the program 
in the mutual exchange of technical knowledge and skills. 

Sec. 304. Aurnorization.—(a) There is hereby authorized to be 
appropriated to the President for the fiscal year 1955, $88,570,000 for 
technical cooperation programs in the Near East, Africa, South Asia, 
and Far East and Pacific, and $28,500,000 for such programs in Latin 
America. In addition, unexpended balances of appropriations hereto- 
fore made pursuant to section 543 of the Mutual Security Act of 1951, 
as amended, are authorized to be continued available for the purposes 
of this section through June 30, 1955, and to be consolidated with the 
appropriation authorized by this section. 

(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $146,500,000 for technical cooperation 
programs in the Near East and Africa, Asia and Latin America. 

Sec. 305. Limrrarion on Use or Funps.—Funds made available 
under section 304 may be expended to furnish assistance in the form 
of equipment or commodities only where necessary for instruction or 
demonstration purposes. 

Sec. 306. MuLtTILATERAL TECHNICAL CoopERATION.——As one means 
of accomplishing the purposes of this title, the United States is author- 
ized to participate m multilateral technical cooperation programs 
carried on by the United Nations, the Organization of American 
States their related organizations, and other international organi- 
zations, wherever practicable. There is hereby authorized to be 
appropriated to carry out the purpose of this section, in addition to 
the amounts authorized by section 304, not to exceed— 

(a) $17,958,000 for making contributions to the United Nations 

expanded Program of Technical Assistance; in addition, 
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$24,000,000 for the fiscal year 1956 for contributions to the United 
Nations Expanded Program of Technical Assistance; 

(b) $1,500,000 for making contributions to the technical coop- 
eration program of the Organization of American States; in 
addition, $1,500,000 for the fiscal year 1956 for contributions to 
the technical cooperation programs of the Organization of American 
States. 

Sec. 307. ADVANCES AND GrANTs; Contracts.—The President may 
make advances and grants-in-aid of technical cooperation programs 
to any person, corporation, or other body of persons or to any foreign 
government agency. The President may make and perform contrac ots 
and agreements in respect of technical cooperation programs on behalf 
of the United States Government with any person, corporation, or 
other body of persons however designated, whether within or without 
the United States, or with any foreign government or foreign govern- 
ment agency. <A contract or agreement which entails commitments 
for the expenditure of funds appropriated pursuant to this title may, 
subject to any future action of the Congress, run for not to exceed 
three years. 

Sec. 308. INTERNATIONAL DEVELOPMENT Apvisory Boarp.—There 
shall be an advisory board, referred to in this section as the “Board”’, 
which shall advise and consult with the President, or such other officer 
as he may designate to administer this title, with respect to general or 
basic policy matters arising in connection with the operation of pro- 
grams authorized by this title, title II, and section 413 (b). The 
Board shall consist of not more than thirteen members appointed by 
the President, one of whom, by and with the advice and consent of the 
Senate, shall be appointed by him as chairman. The members of the 
Board shall be broadly representative of voluntary agencies and 
other groups interested in the programs, including business, labor, 
agriculture, public health, and education. All members of the Board 
shall be citizens of the United States; none except the chairman shall 
be an officer or an employee of the United States (including any 
United States Government agency) who as such regularly receives 
compensation for current services. Members of the Roard, other than 
the chairman if he is an officer of the United States Government, shall 
receive out of funds made available for the purpose of this title a per 
diem allowance of $50 for each day spent away from their homes 
or regular places of business for the purpose of attendance at meet- 
ings of the Board or at conferences held upon the call of the chairman, 
and in necessary travel, and while so engaged they may be paid actual 
travel expenses and not to exceed $10 per diem, or at the applicable 
rate prescribed in the Standardized Government Travel Regulations, as 
amended from time to time, whichever is higher, in lieu of subsistence 
and other expenses. 


TITLE IV—OTHER PROGRAMS 


Sec. 401. Specian Funp.—(a) Of the funds made available under 
this Act, not to exceed [$150,000,000] $50,000,000, in addition to the 
funds authorized to be appropriated under subsection (b) hereof, may 
‘be used in any fiscal year, without regard to the requirements of ones 
Act or any other Act for ‘which funds are authorized by this Act, 1 
furtherance of any of the purposes of such Acts, when the President 
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determines that such use is important to the security of the United 
States. Not to exceed $100,000,000 of the funds available under this 
section may be expended for any selected persons who are residing in 
or escapees from the Soviet Union, Poland, Czechoslovakia, Hungary, 
Rumania, Bulgaria, Albania, Lithuania, Latvia, and Estonia or the 
Communist-dominated or Communist-occupied areas of Germany and 
Austria, or any Communist-dominated or Communist-occupied areas 
of Asia and any other countries absorbed by the Soviet Union, either 
to form such persons into elements of the military forces supporting 
the North Atlantic Treaty Organization or for other purposes, when 
the President determines that such assistance will contribute to the 
defense of the North Atlantic area or to the security of the United 
States. Certification by the President that he has expended amounts 
under this [section] Act not in excess of $50,000,000, and that it 
is inadvisable to specify the nature of such expenditures, shall be 
deemed a sufficient voucher for such amounts. Not more than 
$20,000,000 of the funds available under this section may be allocated 
to any one nation in any fiscal year. 

(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 $100,000,000 for use in accordance with subsection 
(a) of this section. 

Sec. 402. Earmarkine or Funps.—Of the funds authorized to be 
made available pursuant to this Act not less than [[$350,000,000] 
$600,000 ,000 shall be used during the fiscal year 1955, and not less than 
$300,000 ,000 shall be used during the fiseal year 1956, to finance the ex- 
port and sale for foreign currencies of surplus agricultural commodities 
or products thereof produced in the United States, in addition to sur- 
plus agricultural commodities or products transferred pursuant to the 
Agricultural Trade Development and Assistance Act of 1954, and in 
accordance with the standards as to pricing and the use of private trade 
channels expressed in section 101 of said Act. Foreign currency pro- 
ceeds accruing from such sales shall be used for the purposes of this Act 
and with particular emphasis on the purposes of section 104 of the Agri- 
cultural Trade Development and Assistance Act of 1954 which are in 
harmony with the purposes of this Act. Notwithstanding section 1415 
of the Supplemental Appropriation Act, 1953, or any other provision of 
law, the President may use or enter into agreements with friendly 
nations or organizations of nations to use for such purposes the foreign 
currencies which accrue to the United States under this section. 

Sec. 403. Spectat AssISTANCE IN Jornt Controt AREAS.—(@) 
The President is hereby authorized to furnish commodities, services, 
and financial and other assistance to nations and areas for which the 
United States has responsibility at the time of the enactment of this Act 
as a result of participation in joint control arrangements where found 
by the President to be in the interest of the security of the United 
States. There is hereby authorized to be appropriated to the President 
for the fiscal year 1955 not to exceed $25,000,000 to carry out this 
section. 

(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $21,000,000 to carry out this section. 

Src. 404. ResponsisiLities Iv GermMany.—Upon approval by the 
Secretary of State, a part of the German currency now or hereafter 
deposited under the bilateral agreement of December 15, 1949, between 
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the United States and the Federal Republic of Germany (or any 
supplementary or succeeding agreement) shall be deposited in the 
GARIOA (Government and Relief in Occupied Areas) Special 
Account under the terms of article V of that agreement, and currency 
which has been or may be deposited in said account, and any portion 
of funds made available for assistance to the Federal Republic of 
Germany pursuant to section 403 of this Act, may be used for expenses 
necessary to meet the responsibilities or objectives of the United States 
in Germany, including responsibilities arising under the supreme 
authority assumed by the United States on June 5, 1945, and under 
contractual arrangements with the Federal Republic of Germany. 
Expenditures may be made under authority of this section in amounts 
and under conditions determined by the Secretar, of State after con- 
sultation with the official primarily responsible for administration of 
programs under chapter 3 of title I, and without regard to any pro- 
vision of law which the President determines must be disregarded in 
order to meet such responsibilities or objectives. 

Sec. 405. [Movement or Miarants AND ReruGceres] Mreranrs, 
Rerucers, AnD Escapers.—(a) The President is hereby authorized 
to continue membership for the United States on the Intergovern- 
mental Committee for European Migration in accordance with its 
constitution approved in Venice, Italy, on October 19, 1953. For 
the purpose of assisting in the movement of migrants, there is hereby 
authorized to be appropriated not to exceed $11,189,190 for contribu- 
tions during the calendar year 1955 to the Intergovernmental Com- 
mittee for European Migration, and for the fiscal year 1956 not to exceed 
$12,500,000 for contributions to the Committee, and thereafter such 
amounts as may be necessary from time to time for the payment by 
the United States of its contributions to the Committee and all neces- 
sary salaries and expenses incident to United States participation in 
the Committee. In addition, the unexpended balance of the appro- 
priation made pursuant to section 534 of the Mutual Security Act of 
1951, as amended, is hereby authorized to be continued available for 
the purpose of this subsection through June 30, 1955, and to be con- 
solidated with the appropriation authorized in this subsection. 

(b) Of the funds made available under this Act, not more than 
$800,000 may be used by the President to facilitate the migration to 
the other American Republics of persons resident in that portion of 
the Ryukyu Island Archipelago under United States control. 

(ec) [There is hereby authorized to be appropriated for the fiscal 
year 1955 not to exceed $500,000 for contributions to the United Na- 
tions Refugee Emergeney Fund.] There is hereby authorized to be ap- 
propriated for the fiscal year 1956 not to exceed $1,400,000 for contribu- 
tions to the United Nations Refugee Fund. 

(d) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $6,000,000 for continuation of activities, 
including care, training, and resettlement, which have been undertaken 
for selected escapees under section 401 of this Act. 

Src. 406. Curtpren’s Weirare.—(a) There is hereby authorized 
to be appropriated not to exceed $13,500,000 for contributions during 
the oskaner 1955 to the United Nations Children’s Fund. 


(b) There is hereby authorized to be appropriated for the fiscal year 


1956 not to exceed $14,500,000 for contributions to the United Nations 
Children’s Fund. 
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Sec. 407. Patestine ReruGess In THE Near East.—(a) There 
is hereby authorized to be appropriated to the President for the fiscal 
year 1955, not to exceed $30,000,000, to be used to make contributions 
to the United Nations Relief and Works Agency for Palestine Refugees 
in the Near East. In addition, the unexpended balance of the appro- 
priation made for the Palestine refugee program in the Mutual Secu- 
rity Appropriation Act, 1954, is hereby authorized to be continued 
available for the purpose of this section through June 30, 1955. 
Whenever the President shall determine that it would more effectively 
contribute to the relief, rehabilitation, and resettlement of Palestine 
refugees in the Near East, he may expend any part of the funds made 
available pursuant to this section through any other agency he may 
designate. 

(b) There is hereby authorized to be appropriated to the President for 
the fiscal year 1956 not to exceed $65,000,000 to be used to make contri- 
butions to the United Nations Relief and Works Agency for Palestine 
Refugees in the Near East. 

Sec. 408. Norta ATLantic TREATY ORGANIZATION.—(a) In order 
to provide for United States participation in the North Atlantic 
Treaty Organization, there is hereby authorized to be appropriated 
for the fiscal year 1955 not to exceed $3,200,000, and for the fiscal year 
1956 not to exceed $3,700,000, for payment by the United States of 
its share of the expenses of the Organization, and thereafter such 
amounts as may be necessary from time to time for the payment 
by the United States of its share of the expenses of the Organization 
and all necessary salaries and expenses of the United States permanent 
representative to the Organization, of such persons as may be ap- 
pointed to represent the United States in the subsidiary bodies of the 
Organization or in any multilateral organization which participates 
in achieving the aims of the North Atlantic Treaty, and of their 
appropriate staffs, and the expenses of participation in meetings of 
such organizations, including salaries, expenses, and allowances of 
personnel and dependents as authorized by the Foreign Service Act 
of 1946, as amended (22 U.S. C. 801), and allowances and expenses 
as provided in section 6 of the Act of July 30, 1946 (22 U.S. C. 287r). 

(b) The United States permanent representative to the North 
Atlantic Treaty Organization shall be appointed by the President by 
and with the advice and consent of the Senate and shall hold office at 
the pleasure of the President. Such representative shall have the 
rank and status of ambassador extraordinary and plenipotentiary and 
shall be a chief of mission, class 1, within the meaning of the Foreign 
Service Act of 1946, as amended (22 U.S. C. 801). 

(c) Persons detailed to the international staff of the North Atlantic 
Treaty Organization in accordance with section 529 of this Act who 
are appointed as Foreign Service Reserve officers may serve for 
periods of more than tour years notwithstanding the limitation in 
section 522 of the Foreign Service Act of 1946, as amended (22 U.S.C. 
922). 

Sec. 409. Ocean Fretecnt Cuarces.—(a) In order to further the 
efficient use of United States voluntary contributions for relief and 
rehabilitation in nations and areas eligible for assistance under this 
Act, the President may pay ocean freight charges from United States 
ports to designated ports of entry of such nations and areas on ship- 
ments by United States voluntary nonprofit relief agencies registered 
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with and approved by the Advisory Committee on Voluntary Foreign 
Aid and shipments by the American Red Cross. 

(b) Where practicable the President shall make arrangements with 
the receiving nation for free entry of such shipments and for the 
making available by that nation of local currencies for the purpose 
of defraying the transportation cost of such shipments from the port 
of entry of the receiving nution to the designated shipping point of 
the consignee. 

(c) There is hereby authorized to be appropriated to the President 
for the fiscal year 1955 not to exceed $4,400,000 to carry out the pur- 
poses of this section; and, in addition, unexpended balances of appro- 
priations heretofore made pursuant to section 535 of the Mutual 
Security Act of 1951, as amended, are authorized to be continued 
available for the purposes of this section through June 30, 1955, and 
to be consolidated with the appropriation authorized in this section. 
There is hereby authorized to be appropriated to the President for the 
fiscal year 1956 not to exceed $2,000,000 to carry out the purposes of this 
section. 

(d) [In addition, any funds made available under this Act may be 
used, In amounts determined by the President, to pay ocean freight 
charges on shipments cf surplus agricultural commodities, including 
commodities made available pursuant to any Act for the disposal 
abroad of United States agricultural surpluses.) There is hereby 
authorized to be appropriated to the President for the fiscal year 1956 not 
to exceed $13,000,000 to pay ocean freight charges on shipments of surplus 
agricullural commedities, including commodities made available pursuant 
to any Aet for the disposal abroad of United States agricultural surpluses. 
In addition, any funds made available under this Act may be used, in 
amounts determined by the President, for the purposes of this subsection. 

Sec. 410. Conrrot Acr Expenses.—There is hereby authorized to 
be appropriated to the President for the fiscal year 1955 not to exceed 
$1,300,000, and for the fiscal year 1956 not to exceed $1,175,000, for 
carrying out the objectives of the Mutual Defense Assistance Control 
Act of 1951 (22 U.S. C. 1611). In addition, in accordance with sec- 
tion 303 of that Act, funds made available for carrying out chapter 1 
of title I of this Act shall be available for carrying out the purpose of 
this section in such amounts as the President may direct. 

Sec. 411. [Apministrative Expenses] ApMINISTRATIVE AND 
Orner Exprenses.—(a) Whenever possible, the expenses of admin- 
istration of this Act shall be paid for in the currency of the nation 
where the expense is incurred. 

(b) [There is hereby authorized to be appropriated to the Presi- 
dent for the fiscal year 1955 not to exceed $34,700,000 for all neces- 
sary administrative expenses incident to carrying out the provisions 
of this Act other than chapter 1 of title I, including expenses for 
compensation, allowances and travel of personnel, including Foreign 
Service personnel whose services are utilized primarily for the pur- 
poses of this Act, and, without regard to the provisions of any other 
law, for printing and binding, and for expenditures outside the con- 
tinental limits of the United States for the procurement of supplies 
and services and for other administrative purposes (other than com- 
pensation of personnel) without regard to such laws and regulations 
governing the obligation and expenditure of Government funds as 
may be necessary to accomplish the purposes of this Act.] There is 
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hereby authorized to be appropriated to the President for the fiscal year 
1955 not to exceed $34,700,000, and for the fiscal year 1956 not to exceed 
$35,225,000, for all necessary administrative expenses incident to carry- 
ing out the provisions of this Act other than chapter 1 of title I and sec- 
tion 124. 

(c) Funds made available for the purposes of this Act may be used for 
compensation, allowances, and travel of personnel, including Foreign 
Service personnel whose services are utilized primarily for the purposes 
of this Act, and without regard to the provisions of any other law, for 
printing and binding, and for expenditures outside the continental limits 
of the United States for the procurement of supplies and services and for 
other administrative and operating purposes (other than compensation of 
personnel) without regard to such laws and regulations governing the 
obligation and expenditure of government funds as may be necessary to 
accomplish the purposes of this Act. 

Sec. 412. CHINESE AND Korean Stupents.—Funds heretofore allo- 
cated to the Secretary of State pursuant to the last proviso of section 
202 of the China Area Aid Act of 1950 (22 U.S. C. 1547) shall continue 
to be available until expended, under such regulations as the Secretary 
of State may prescribe, using private agencies to the maximum extent 
practicable, for necessary expenses of tuition, subsistence, transpor- 
tation, and emergency medical care for selected citizens of China and 
of Korea for studying or teaching in accredited colleges, universities, 
or other educational institutions in the United States approved by the 
Secretary of State for the purpose, or for research and _ related 
academic and technical activities in the United States, and such 
selected citizens of China who have been admitted for the purpose of 
study in the United States shall be granted permission to accept 
employment upon application filed with the Commissioner of Immi- 
gration and Naturalization pursuant to regulations promulgated 
by the Attorney General. 

Sec. 413. ENcoURAGEMENT OF Frere ENTERPRISE AND PRIVATE 
PARTICIPATION.-—(a) The Congress recognizes the vital role of free 
enterprise in achieving rising levels of production and standards of 
living essential to the economic progress and defensive strength of the 
free world. Accordingly, it is declared to be the policy of the United 
States to encourage the efforts of other free nations to increase the 
flow of international trade, to foster private initiative and competition, 
to discourage monopolistic practices, to improve the technical efficiency 
of their industry, agriculture and commerce, and to strengthen free 
labor unions; and to encourage the contribution of United States 
enterprise toward the economic strength of other free nations, throug) 
private trade and investment abroad, private participation in the 
programs carried out under this Act (including the use of private 
trade channels to the maximum extent practicable in carrying out such 
programs), and exchange of ideas and technical information on the 
matters covered by this section. 

(b) In order to encourage and facilitate participation by private 
enterprise to the maximum extent practicable in achieving any of the 
purposes of this Act, the President— 

(1) shall make arrangements to find and draw the attention of 
private enterprise to opportunities for investment and develop- 
ment in other free nations; 
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(2) shall accelerate a program of negotiating treaties for com- 
merce and trade, including tax treaties, which shall include 
provisions to encourage and facilitate the flow of private invest- 
ment to nations participating in programs under this Act; 

(3) shall, consistent with the security and best interests of the 
United States, seek compliance by other countries or a dependent 
area of any country with all treaties for commerce and trade 
and taxes and shall take all reasonable measures under this Act 
or other authority to secure compliance therewith and to assist 
United States citizens in obtaining just compensation for losses 
sustained by them or payments exacted from them as a result 
of measures taken or imposed by any country or dependent area 
thereof in violation of any such treaty; and 

(4) may make, until June 30, 1957, under rules and regulations 
prescribed by him, guaranties to any person of investments in 
connection with projects, including expansion, modernization, or 
development of existing enterprises, in any nation with which 
the United States has agreed to institute the guaranty program: 
Provided, That-— 

(A) such projects shall be approved by the President as 
furthering any of the purposes of this Act, and by the nation 
concerned; 

(B) the guaranty to any person shall be limited to assuring 
any or all of the following: 

(i) the transfer imto United States dollars of other 
currencies, or credits in such currencies, received by such 
person as earnings or profits from the approved project, 
as repayment or return of the investment therein, in 
whole or in part, or as compensation for the sale or dis- 
position of all or any part thereof; 

(ii) the compensation in United States dollars for loss 
of all or any part of the investment in the approved 
project which shall be found by the President to have 
been lost to such person by reason of expropriation or 
confiscation by action of the government of a foreign 
nation; 

(C) when any payment is made to any person pursuant 
to a guaranty as hereinbefore described, the currency, credits, 
assets, or investment on aecount of which such payment is 
made shall become the property of the United States Gov- 
ernment, and the United States Government shall be 
subrogated to any right, title, claim or cause of action existing 
in connection therewith; 

(D) the guaranty to any person shall not exceed the 
amount of dollars invested in the project by such person 
with the approval of the President plus actual earnings or 
profits on said project to the extent provided by such 
guaranty, and shall be limited to a term not exceeding twenty 
years from the date of issuance; 

(E) a fee shall be charged in an amount not exceeding 
1 per centum per annum of the amount of each guaranty 
under clause (i) of subparagraph (B), and not exceeding 
4 per centum per annum of the amount of each guaranty 
under clause (ii) of such subparagraph, and all fees collected 
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hereunder shall be available for expenditure in discharge of 
liabilities under guaranties made under this section unti! 
such time as all such liabilities have been discharged or have 
expired, or until all such fees have been expended in accord- 
ance with the provisions of this section; 

(F) the President is authorized to issue guaranties up to a 
total of $200,000,000: Provided, That any funds allocated to 
a guaranty and remaining after all liability of the United 
States assumed in connection therewith has been released, 
discharged, or otherwise terminated, shall be available for 
allocation to other guaranties, the foregoing limitation 
notwithstanding. Any payments made to discharge liabilities 
under guaranties issued under this subsection shall be paid 
out of fees collected under subparagraph (E) as long as such 
fees are available, and thereafter shall be paid out of funds 
realized from the sale of notes which have been issued under 
authority of paragraph 111 (c) (2) of the Economic Coopera- 
tion Act of 1948, as amended, when necessary to discharge 
liabilities under any such guaranty; 

(G) the guaranty program authorized by this paragraph 
shall be used to the maximum practicable extent and shall be 
administered under broad criteria so as to facilitate and 
increase the participation of private enterprise in achieving 
any of the purposes of this Act; 

(H) as used in this paragraph-— 

(i) the term “person” means a citizen of the United 
States or any corporation, partnership, or other associa- 
tion created under the law of the United States or of any 
State or Territory and substantially beneficially owned 
by citizens of the United States, and 

(ii) the term “investment” includes any contribution 
of capital goods, materials, equipment, services, patents, 
processes, or techniques by any person in the form 
of (1) a loan or loans to an approved project, (2) the 
purchase of a share of ownership in any such project, 
(3) participation in royalties, earnings, or profits of any 
such project, and (4) the furnishing of capital goods 
items and related services pursuant to a contract pro- 
viding for payment in whole or in part after the end 
of the fiscal year in which the guaranty of such invest- 
ment is made. 

Sec. 414. Munitions Controu.—(a) The President is authorized 
to control, in furtherance of world peace and the security and foreign 
policy of the United States, the export and import of arms, ammu- 
nition, and implements of war, including technical data relating 
thereto, other than by a United States Government agency. The 
President is authorized to designate those articles which shall be 
considered as arms, ammunition, and implements of war, including 
technical data relating thereto, for the purposes of this section. 

(b) As prescribed in regulations issued under this section, every 
person who engages in the business of manufacturing, exporting, or 
importing any arms, ammunition, or implements of war, including 
technical data relating thereto, designated by the President under 
subsection (a) shall register with the United States Government 
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agency charged with the administration of this section, and, in addi- 
tion, shall pay a registration fee which shall be prescribed by such 
regulations. 

(c) Any person who willfully violates any provision of this sec- 
tion or any rule or regulation issued under this section, or who will- 
fully, in a registration or license application, makes any untrue state- 
ment of a material fact or omits to state a material fact required to 
be stated therein or necessary to make the statements therein not mis- 
leading, shall upon conviction be fined not more than $25,000 or 
imprisoned not more than two years, or both. 

Sec. 415. Assistance To INTERNATIONAL ORGANIZATION.—When- 
ever it will assist in achieving purposes declared in this Act, the 
President is authorized to use funds available under sections 131 and 
403 in order to furnish assistance, including by transfer of funds, 
directly to the North Atlantic Treaty Organization, for a strategic 
stockpile of foodstuffs and other supplies, or for other purposes. 

Sec. 416. FacruiraTion AND ENCOURAGEMENT OF TRAVEL.—The 
President, through such officer or commission as he may designate, 
shall facilitate and encourage, without cost to the United States except 
for administrative expenses, the promotion and development of travel 
by citizens of the United States to and within countries receiving 
assistance under this Act and travel by citizens of such countries to 
the United States. 

Sec. 417. Intish CounTERPART.—Pursuant to section 115 (b) (6) of 
the Economic Cooperation Act of 1948, as amended, the disposition 
within Ireland of the unencumbered balance, in the amount of approxi- 
mately 6,000,000 Irish pounds, of the special account of Irish funds 
established under article LV of the Economic Cooperation Agreement 
between the United States of America and Ireland, dated June 28, 
1948, for the purposes of — 

(1) scholarship exchange between the United States and 
Ireland; 

(2) other programs and projects (including the establishment 
of an Agricultural Institute) to improve and develop the agricul- 
tural production and marketing potential of Ireland and to 
increase the production and efficiency of Irish industry; and 

(3) development programs and projects in aid of the foregoing 
objectives, 

is hereby approved, as provided in the agreement between the Govern- 
ment of the United States of America and the Government of Ireland, 
dated June 17, 1954. 

Sec. 418. Prestpent’s Funp ror Asian Economic DEvELOPMENT.— 
(a) The Congress of the United States reaffirms the policy of the United 
States to contribute to international peace and security through assisting 
the peoples of free Asia in their efforts to attain economic and social 
well-being, to safeguard basic rights and liberties, and to protect their 
security and independence. The Congress hereby recognizes that funda- 
mental to these goals is an expanding economic growth of the free Asia 
area based upon self-help and mutual cooperation and full utilization of 
already existing resources and knowledge. The Congress expresses the 
willingness of the people of the United States to support the foregoing 
objectives to the extent to which the countries in the area continue to make 
effective use of their own resources and external resources otherwise avail- 


able to them. 
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(b) In order to carry out the purposes of this section, there is hereby 
authorized to be established a fund, to be known as the “President’s Fund 
for Asian Economie Development” (hereinafter referred to as “the Fund’), 
and there is hereby authorized to be appropriated to the President for the 
Fund an amount of $200,000,000, such amount to remain available until 
June 30, 1958. 

(c) The President is authorized to utilize the appropriations made 
available for the Fund to accomplish in the free Asian area the policies 
and purposes declared in this Act and to disburse them on such terms 
and conditions, including transfer of funds, as he may specify to any 
person, corporation, or other body of persons however designated, or 
to any foreign government, agency, or organization or group of govern- 
ments or agencies as may be appropriate: Provided, however, That not less 
than 50 per centum of the funds appropriated pursuant to this section shall 
be available only for furnishing assistance on terms of repayment in accord- 
ance with the provisions of section 505, and not more than 25 per centum 
of said funds may be allocated for assistance to any one nation. 

(d) In utilizing the Fund the President shail give preference to projects 
or programs that will clearly contribute to promoting greater economic 
strength in the area as a whole or among a group or groups of countries 
of the area. 


TITLE V—MISCELLANEOUS PROVISIONS 
Cuaprer 1. Generat Provisions 


Sec. 501. TRANSFERABILITY OF FuNps.—Whenever the President 
determines it to be necessary for the purposes of this Act, not to 
exceed 10 per centum of the funds made available pursuant to any 
provision of this Act may be transferred in any fiscal year to and 
consolidated with the funds made available pursuant to any other 
provision of this Act, and may be used for any of the purposes for 
which such funds may be used, except that the total in the provision 
for the benefit of which the transfer is made shall not be increased 
in any fiscal year by more than 20 per centum of the amount made 
available for such provision pursuant to this Act. Funds trans- 
ferred under this section to furnish military assistance under chapter 
1 of title I may be expended without regard to the area limits imposed 
by section 105 (c). [Of any funds transferred under this section for 
the purpose of furnishing assistance under section 201, 30 per centum 
shall be available only for furnishing assistance on terms of repay- 
ment in accordance with section 505. Not less than 50 per centum 
of any assistance furnished under paragraph (1), (2), or (3) of sec- 
tion 201 (a) with funds transferred under this section shall be fur- 
nished on terms of repayment in accordance with section 505.J 

Sec. 502. Usr or Forrrgn Currency.—(a) Notwithstanding sec- 
tion 1415 of the Supplemental Appropriation Act, 1953, or any other 
provision of law, proceeds of sales made under section 550 of the 
Mutual Security Act of 1951, as amended, shall remain available 
and shall be used for any of the purposes of this Act, giving particular 
regard to the following purposes— 

(1) for providing military assistance to nations or mutual 
7 pgs organizations eligible to receive assistance under this 
Act; 





he 
to 
rec 


its 
wh 


sor 
lut 
for 
for 


by 
fin 
fol 
ths 
me 
be 








reby 
fund 
a’ ’ ) , 
r the 
until 


nade 
acies 
erms 

any 
1, or 
pern- 
t less 
shall 
cord- 
nium 


yjects 
omic 
ulries 


ident 
»t to 
any 
and 
other 
s for 
‘ision 
»ased 
made 
rans- 
apter 
yosed 
mn for 
ntum 
opay- 
ntum 
f sec- 
» fur- 


r sec- 
other 
f the 
ilable 
icular 


utual 
- this 





MUTUAL SECURITY ACT OF 1955 65 


(2) for purchase of goods or services in friendly nations; 

(3) for loans, under applicable provisions of this Act, to 
increase production of goods or services, including strategic 
materials, needed in any nation with which an agreement was 
negotiated, or in other friendly nations, with the authority to 
use currencies received in repayment for the purposes stated in 
this section or for deposit to the general account of the Treasury 
of the United States; 

(4) for developing new markets on a mutually beneficial basis; 

(5) for grants-in-aid to increase production for domestic 
needs in friendly countries; and 

(6) for purchasing materials for United States stockpiles. 

(b) Notwithstanding section 1415 of the Supplemental Appropria- 
tion Act, 1953, or any other provision of law, local currencies owned 
by the United States shall be made available to appropriate com- 
mittees of the Congress engaged in carrying out their duties under 
section 136 of the Legislative Reorganization Act of 1946, as amended, 
and to the Joint Committee on Atomic Energy and the Joint Committee on 
the Economic Report, for their local currency expenses: Provided, That 
any such committee of the Congress which uses local currency shall 
make a full report thereof to the Committee on House Administration 
of the House of Representatives (if the committee using such currency 
is a committee of the House of Representatives) or to the Committee 
on Rules and Administration of the Senate (if the committee using 
such currency is a committee of the Senate or a joint committee of the 
Congress), showing the total amount of such currency so used in each 
country and the purposes for which it was expended. 

Sec. 503. TeRMINATION OF AssISTANCE.— (a) If the President deter- 
mines that the furnishing of assistance to any nation under any 
provision of this Act— 

(1) is no longer consistent with the national interest or security 
or the foreign policy of the United States; or 

(2) would no longer contribute effectively to the purposes for 
which such assistance is furnished; or 

(3) is no longer consistent with the obligations and responsi- 
bilities of the United States under the Charter of the United 
Nations, 

he shall terminate all or part of any assistance furnished pursuant 
to this Act. If the President determines that any nation which is 
receiving assistance under chapter 1 of title I of this Act is not making 
its full contribution to its own defense or to the defense of the area of 
which it is a part, he shall terminate all or part of such assistance. 
Assistance to any nation under any provision of this Act may, unless 
sooner terminated by the President, be terminated by concurrent reso- 
lution. Funds made available under this Act shall remain available 
for twelve months from the date of termination under this subsection 
for the necessary expenses of liquidating assistance programs. 

C(b) (1) After June 30, 1955, none of the authority conferred 
by this Act may be exercised for the purpose of carrying out any 
function authorized by title I1; except that during the twelve months 
following such date (i) funds which have been obligated on or before 
that date shall remain available for expenditure, (ii) equipment, 
materials, commodities, and services with respect to which funds have 
been obligated on or before such date for procurement for, shipment 
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to, or delivery in a recipient country may be transferred to such 





country, and (iii) funds appropria under authority of this Act cu 
may be obligated (A) for the necessary expenses of procurement, ler 
shipment, delivery, and other activities essential to such transfer and nis 
(B) for the necessary expenses of liquidating operations incident to of 
such functions. the 
[(2) At such time as the President shall find appropriate, the the 
powers, duties, and authority conferred by this Act with respect to 52 
such function may be transferred for the purpose of liquidation to Cr 
such other United States Government agencies as the President shall 30 
specify, and the relevant funds, records, property, and personnel may the 
be transferred to the agencies to which the related functions are the 
transferred 7 Im 
[(c)] (6) Unless sooner abolished under section 525, the Foreign rec 
Operations Administration shall cease to exist at the close of June 30, une 
1955. Ww 
Src. 504. Smatt Bustness.—(a) Insofar as practicable and to the 2 
maximum extent consistent with the accomplishment of the purposes anc 
of this Act, the President shall assist American small business to the 
participate equitably in the furnishing of commodities and services pos 
financed with funds authorized under titles II, III, and IV, and the 
chapters 2 and 3 of title I, of this Act— of | 
(1) by causing to be made available to suppliers in the United fro 
States and particularly to small independent enterprises, informa- pos 
tion, as far in advance as possible, with respect to purchases pro- (e) 
posed to be financed with such funds, be 
(2) by causing to be made available to prospective purchasers of s 
in the nations receiving assistance under this Act information as S 
to commodities and services produced by small independent enter- this 





prises in the United States, and 
(3) by providing for additional services to give small business 
better opportunities to participate in the furnishing of com- 
modities and services financed with such funds. 
(b) There shall be an Office of Small Business, headed by a Special 
Assistant for Small Business, in such United States Government 
agency as the President may direct, to assist in carrying out the 
provisions of subsection (a) of this section. (1 
(c) The Secretary of Defense shall assure that there is made avail- in fi 
able to suppliers in the United States, and particularly to small inde- 
pendent enterprises, information with respect to purchases made by 
the Department of Defense pursuant to chapter 1 of title I, such 
information to be furnished as far in advance as possible. 
Sec. 505. Loan AssistaANce aNnD SaLes.—(a) Assistance under 
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this Act may be furnished on a grant basis or on such terms, including the 
cash, credit, or other terms of repayment (including repayment in shal 
foreign currencies or by transfer to the United States of materials the 
required for stockpiling or other purposes) as may be determined to own 
be best suited to the achievement of the purposes of this Act. When- thor 
ever commodities or services are sold for foreign currencies the President, avai 
notwithstanding section 1415 of the Supplemental Appropriation Act, plea 
1958, or any other provision of law, may use or enter into arrangements (c 
with friendly nations or organizations of nations to use such currencies the | 
for the purposes for which the funds providing the commodities or services has { 


which generated the currencies were appropriated. is al 
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(b) Of the funds made available pursuant to this Act and foreign 
curreneies accruing to the United States under section 402, the equiva- 
lent of not less than $200,000,000 shall be available only for the fur- 
nishing of assistance on terms of repayment. Funds for the purpose 
of furnishing assistance on terms of repayment shall be allocated to 
the Export-Import Bank of Washington, which shall, notwithstanding 
the provisions of the Export-Import Bank Act of 1945 (59 Stat. 
526), as amended, make and administer the credit on such terms. 
Credits made by the Export-Import Bank of Washington with funds 
so allocated to it shall not be considered in determining whether 
the Bank has outstanding at any one time loans and guaranties to 
the extent of the limitation imposed by section 7 of the Export- 
Import Bank Act of 1945 (59 Stat. 529), as amended. Amounts 
received in repayment of principal and interest on any loan made 
under this section shall be held by the Treasury to be used for such 
purposes, including further loans, as may be authorized from time to 
time by Congress. Amounts received in repayment of principal 
and interest on any credits made under paragraph 111 (ec) (2) of 
the Economic Cooperation Act of 1948, as amended, shall be de- 
posited into miscellaneous receipts of the Treasury, except that, to- 
the extent required for such purpose, amounts received in repayment 
of principal and interest on any credits made out of funds realized 
from the sale of notes heretofore authorized to be issued for the pur- 
pose of financing assistance on a credit basis under paragraph 111 
(ce) (2) of the Economic Cooperation Act of 1948, as amended, shall 
be deposited into the Treasury for the purpose of the retirement 
of such notes. 

Sec. 506. Parents aNp TrecHNICcAL INFORMATION.—(a) As used in 
this section— 

(1) the term “invention” means an invention or discovery 
covered by a patent issued by the United States; and 

(2) the term “information” means information originated by 
or peculiarly within the knowledge of the owner thereof and 
those in privity with him, which is not available to the public 
and is subject to protection as property under recognized legal 
principles. 

(b) Whenever, in connection with the furnishing of any assistance 
in furtherance of the purposes of this Act— 

(1) use within the United States, without authorization by the 
owner, shall be made of an invention; or 
(2) damage to the owner shall result from the disclosure of 
information by reason of acts of the United States or its officers 
or employees, 
the exclusive remedy of the owner of such invention or information 
shall be by suit against the United States in the Court of Claims or in 
the District Court of the United States for the district in which such 
owner is a resident for reasonable and entire compensation for unau- 
thorized use or disclosure. In any such suit the United States may 
avail itself of any and all defenses, general or special, that might be 
pleaded by any defendant in a like action. 

(c) Before such suit against the United States has been instituted, 
the head of the appropriate United States Government agency, which 
has furnished any assistance in furtherance of the purposes of this Act, 
is authorized and empowered to enter into an agreement with the 
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claimant, in full settlement and compromise of any claim against the 
United States hereunder. 

(d) The provisions of the last sentence of section 1498 of title 28 
of the United States Code shall apply to inventions and information 
covered by this section. 

(e) Except as otherwise provided by law, no recovery shall be had 
for any infringement of a patent committed more than six years prior 
to the filing of the complaint or counterclaim for infringement in the 
action, except that the period between the date of receipt by the 
Government of a written claim under subsection (c) above for com- 
pensation for infringement of a patent and the date of mailing by the 
Government of a notice to the claimant that his claim has been denied 
shall not be counted as part of the six years, unless suit is brought 
before the last-mentioned date. 

Sec. 507. AvaILABILiry or Funps.—Except as otherwise provided 
in sections 104 (pertaining to infrastructure), 405 (pertaining to 
movement of migrants), 408 (a) (pertaining to North Atlantic Treaty 
Organization), and 412 (pertaining to C hinese and Korean students), 
funds shal! be available to carry out the provisions of this Act (other 

*than sections 414 and 416) as authorized and appropriated to the 
President each fiscal year. 

Sec. 508. LimiratTion on Funps ror PropaGanpa.—None of the 
funds herein authorized to be appropriated nor any counterpart funds 
shall be used to pay for personal services or printing, or for other 
expenses of the dissemination within the United States of general 
propaganda in support of the mutual security program, or to pay the 
travel or other expenses outside the United States of any citizen or 
group of citizens of the United States for the purpose of publici izing 
such program within the United States. 

Sec. 509. Sarppinc on Unirep States Vessets.—Such steps as 
may be necessary shall be taken to assure, as far as practicable, that 
at least 50 per centum of the gross tonnage of commodities, materials 
and equipment procured out of funds made available under sections 
103, 123, 131, 132 (a), 201, 304, and 403 of this Act and transported to 
or from the United States on ocean vessels, computed separately for 
dry bulk carriers, dry cargo liner and tanker services and computed 
separately for section 103, and for sections 123, 131, 132 (a), 201, 304, 
and 403 (taken together) is so transported on United States flag com- 
mercial vessels to the extent such vessels are available at market rates 
for United States flag commercial vessels provided such rates are 
fair and reasonable; and, in the administration of this provision, steps 
shall be taken, insofar as practicable and consistent with the purposes 
of this Act, to secure a fair and reasonable participation by United 
States flag commercial vessels in cargoes by geographic area. The 
ocean transportation between foreign countries of commodities, materials, 
and equipment procured out of local currency funds made available or 
derived from funds made available under this Act shall not be governed 
by the provisions of section 901 (b) of the Merchant Marine Act of 1936, 
or any other law relating to the ocean transportation of commodities, 
materials and equipment on United States flag vessels. 

Sec. 510. PurcHasr or Commopities.—No funds made available 
under title II or chapter 3 of title I of this Act shall be used for the 
purchase in bulk of any commodities at prices higher than the market 
price prevailing in the United States at the time of the purchase 
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adjusted for differences in the cost of transportation to destination, 
quality, and terms of payment. A bulk purchase within the meaning 
of this section does not include the purchase of raw cotton in bales. 
Funds made available under title Il or chapter 3 of title I of this 
Act may be used for the procurement of commodities outside the 
United States unless the President determines that such procurement 
will result in adverse effects upon the economy of the United States, 
with special reference to any areas of labor surplus, or upon the 
industrial mobilization base, which outweigh the economic advan- 
tages to the United States of less costly procurement abroad. In pro- 
viding for the procurement of any surplus agricultural commodity 
for transfer by grant under this Act to any recipient nation in accord- 
ance with the requirements of such nation, the President shall, insofar 
as practicable and where in furtherance of the purposes of this Act, 
authorize the procurement of such surplus agricultural commodity 
only within the United States except to the extent that any such 
surplus agricultural commodity is not available in the United States 
in sufficient quantities to supply the requirements of the nations receiv- 
ing assistance under this Act. 

Sec. 511. Rerenrion anp Return or Equipment.—(a) No equip- 
ment or materials may be transferred under title I out of military 
stocks if the Secretary of Defense, after consultation with the Joint 
Chiefs of Staff, determines that such transfer would be detrimental 
to the national security of the United States, or that such equipment 
or materials are needed by the reserve components of the Armed 
Forces to meet their training requirements. 

(b) Any equipment, materials, or commodities procured to carry 
out this Act shall be retained by, or, upon reimbursement, transferred 
to and for the use of, such United States Government agency as the 
President may determine in lieu of bemg disposed of to a foreign 
nation or international organization whenever in the judgment of the 
President the best interests of the United States will be served thereby, 
or whenever such retention is called for by concurrent resolution. Any 
commodities so retained may be disposed of without regard to pro- 
visions of law relating to the disposal of Government-owned property, 
when necessary to prevent spoilage or wastage of such commodities or 
to conserve the usefulness thereof. Funds realized from any such 
disposal or transfer shall revert to the respective appropriation or 
appropriations out of which funds were expended for the procurement 
of such equipment, materials, or commodities or to appropriations 
currently available for such procurement. 

(c) The President shall make appropriate arrangements with each 
nation receiving equipment or materials under chapter 1 of title I 
(other than equipment or materials sold under the provisions of sec- 
tion 106) for the return to the United States (1) for salvage or scrap, 
or (2) for such other disposition as the President shall deem to be in 
the interest of mutual security, of any such equipment or materials 
which are no longer required for the purposes for which originally 
made available. 

Src. 512. Penat Proviston.—Whoever offers or gives to anyone 
who is or in the preceding two years has been an employee or officer 
of the United States any commission, payment, or gift, in connection 
with the procurement of equipment, materials, commodities, or serv- 
ices under this Act in connection with which procurement said officer, 
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employee, former officer or former employee is or was employed or 
performed duty or took any action during such employment, and 
whoever, being or having been an employee or officer of the United 
States in the preceding two years, solicits, accepts, or offers to accept 
any commission, payment, or gift in connection with the procurement 
of equipment, materials, commodities, or services under this Act in 
connection with which procurement said officer, employee, former 
officer or former employee is or was employed or performed duty or 
took any action during such employment, shall upon conviction 
thereof be subject to a fine of not to exceed $10,000 or imprisonment 
for not to exceed three years, or both: Provided, That this section shall 
not apply to persons appointed pursuant to sections 308 or 530 (a) of 
this Act. 

Sec. 513. Norice To Lecisuative Commirrers.—When any trans- 
fer is made under section 105 (d) or section 501, or any other action is 
taken under this Act which will result in furnishing assistance of a 
kind, for a purpose, or to an area, substantially different from that 
included in the presentation to the Congress during its consideration 
of this Act, or which will result in expenditures greater by 50 per 
centum or more than the proposed expenditures included in such pres- 
entation for the program concerned, the President or such officer as he 
may designate shal) promptly notify the Committee on Foreign Rela- 
tions of the Senate, the Committee on Foreign Affairs of the House of 
Representative and, when military assistance is involved, the Com- 
mittees on Armed Services of the Senate and House of Representatives, 
stating the justification for such change. Notice shall also be given 
to the Committee on Foreign Relations of the Senate and the Com- 
mittee on Foreign Affairs of the House of Representatives of any 
determination under the first sentence of section 401 (except with 
respect to unvouchered funds), and copies of any certification as to 
loyalty under section 531 shall be filed with such committees. 

Sec. 514. INTERNATIONAL EpucaTionaL ExcHaNnGe ACTIVITIES. 
Foreign currencies or credits owed to or owned by the United States, 
where arising from this Act or otherwise, shall, upon a request. from 
the Secretary of State certifying that such funds are required for the 
purpose of international educational exchange activities under pro- 
grams authorized by section 32 (b) (2) of the Surplus Property Act 
of 1944, as amended, be reserved by the Secretary of the Treasury for 
sale to the Department of State for such activities on the basis of the 
dollar value at the time of the reservation. 


CHAPTER 2. ORGANIZATION AND ADMINISTRATION 


Sec. 521. DELEGATION oF AUTHORITY BY THE PRESIDENT.—(a) 
Except as provided in subsection (b), the President may exercise any 
power or authority conferred on him by this Act through such agency 
or officer of the United States as he shall direct, and the head of such 
agency or such officer may from time to time promulgate such rules 
and regulations as may be necessary and proper to carry out functions 
under this Act and may delegate authority to perform any of such 
functions to his subordinates acting under his direction. 

(b) After June 30, 1955, the President shall exercise the powers 
conieryad upon him under title If] of this Act through the Secretary 
of State. 
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Spc. 522. ALLOCATION AND REIMBURSEMENT AMONG AGENCIES.— 
(a) The President may allocate or transfer to any United States 
Government agency any part of any funds available for carrying out 
the purposes of this Act, including any advance to the United States 
by any nation or international organization for the procurement of 
equipment or materials or services. Such funds shall be available 
for obligation and expenditure for the purposes for which authorized, 
in accordance with authority granted in this Act or under authorit 
governing the activities of the Government agencies to which uk 
funds are allocated or transferred. Funds allocated to the Depart- 
ment of Defense shall be governed as to reimbursement by the pro- 
cedures of subsection (c) of this section. 

(b) Any officer of the United States performing functions under 
this Act may utilize the services and facilities of, or procure com- 
modities from, any United States Government agency as the Presi- 
dent. shall direct, or with the consent of the head of such agency, and 
funds allocated pursuant to this subsection to any such agency may be 
established in separate appropriation accounts on the books of the 
Treasury. 

(c) Reimbursement shall be made to any United States Government 
agency, from funds available to carry out chapter 1 of title I of this 
Act, for any assistance furnished under that chapter from, by, or 
through such agency. Such reimbursement shall be in an amount 
equal to the value (as defined in section 545) of the equipment and 
materials, services (other than salaries of members of the Armed 
Forces of the United States), or other assistance furnished, plus 
expenses arising from or incident to operations under that chapter. 
The amount of any such reimbursement shall be credited as reim- 
bursable receipts to current applicable appropriations, funds, or 
accounts of such agency and shall be available for, and under the 
authority applicable to, the purposes for which such appropriations, 
funds, or accounts are authorized to be used, including the procure- 
ment of equipment and materials or services, required by such agency, 
in the same general category as those furnished by it or authorized 
to be procured by it and expenses arising from and incident to such 
procurement. 

(d) In the case of any commodity, service, or facility, procured from 
any United States Government agency under any provision of this 
Act other than chapter 1 of title I, reimbursement or payment shall be 
made to such agency from funds available to carry out such provision. 
Such reimbursement or payment shall be at replacement cost, or, if 
required by law, at actual cost, or at any other price authorized by law 
and agreed to by the owning or disposal agency. The amount of any 
such reimbursement or payment shall be credited to current applicable 
appropriations, funds, or accounts from which there may be procured 
replacements of similar commodities, services, or facilities, except that 
where such appropriations, funds, or accounts are not reimbursable 
except by reason of this subsection, and when the owning agency 
determines that such replacement is not necessary, any funds received 
in payment therefor shall be covered into the Treasury as miscel- 
laneous receipts. 

(e) In furnishing assistance under this Act and in making surplus 
agricultural commodities available under section 402 accounts may 
be established on the books of any United States Government agency 
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or, on terms and conditions approved by the Secretary of the Treasury, 
in banking institutions in the United States, against which (i) letters 
of commitment may be issued which shall constitute obligations of the 
United States, and moneys due or to become due under such letters 
of commitment shall be assignable under the Assignment of Claims 
Act of 1940, as amended, and (ii) withdrawals may be made by 
recipient nations or agencies, organizations or persons upon presenta- 
tion of contracts, invoices, or other appropriate documentation, 
Expenditure of funds which have been made available through ac- 
counts so established shall be accounted for on standard documenta- 
tion required for expenditure of Government funds: Provided, That 
such expenditures for commodities or services procured outside the 
continental limits of the United States may be accounted for exclu- 
sively on such certification as may be prescribed in regulations 
approved by the Comptroller General of the United States. 

Sec. 523. CoorpinaTion Wirx Foreian Poricy.—(a) Nothing con- 
tained in this Act shall be construed to infringe upon the powers or 
functions of the Secretary of State. 

(b) The President shall prescribe appropriate procedures to assure 
coordination among representatives of the United States Government 
in each country, under the leadership of the Chief of the United 
States Diplomatic Mission. 

Sec. 524. Tus SecreTary oF DreFrense.—(a) In the case of aid 
under chapter 1 of title I of this Act, the Secretary of Defense shall 
have primary responsibility for— 

(1) the determination of military end-item requirements; 

(2) the procurement of military equipment in a manner which 
permits its integration with service programs; 

(3) the supervision of [end-items used] end-item use by the 
recipient countries; 

(4) the supervision of the training of foreign military per- 
sonnel; 

(5) the movement and delivery of military end-items; and 

(6) within the Department of Defense, the performance of any 
other functions with respect to the furnishing of military assist- 
ance. 

(b) The establishment of priorities in the procurement, delivery, 
and allocation of military equipment shall be determined by the 
Secretary of Defense. The determination of the value of the program 
for any country under chapter 1 of title I shall be made by the 
President. 

Sxc. 525. Fornign Operations ADMINISTRATION.—Except as modi- 
fied pursuant to this section or section 521, the Director of the Foreign 
Operations Administration (referred to in this chapter as the ‘‘Direc- 
tor’) shall continue to perform the functions vested in him on the 
effective date of this Act, except insofar as such functions relate to 
continuous supervision and general direction of programs of military 
assistance. The President may transfer to any agency or officer of 
the United States, and may modify or abolish, any function, office, 
or entity of the Foreign Operations Administration (including any 
function, office or entity thereof transferred to any other agency) or any 
officer or employee thereof, and may transfer such personnel, prop- 
erty, records, and. funds as may be necessary incident thereto: Pro- 
vided, That such authority conferred by this sentence shall be exercised 





in a 
Serv 

Si 
tain 
peri 
spec 
chie 
noty 
dise 
by t 
miss 
the. 
and 
Pres 
Offic 
the 
tutv 
Fore 
pirtt 
Seri 

S 
Gov 
ized 
carr 

(I 
autl 
out 
ame 
rate 
esta 
thes 
of t 
not 
tion 
met! 
the 

(« 
the 








ry 


7? 


ers 
the 
ers 
ms 

by 
ita- 
on, 
ac- 
ita- 
hat 
the 
elu- 
ons 


on- 
3 or 


ure 
ent 
ited 


aid 
hall 


Lich 
the 


per- 


any 


3ist- 


ery, 
the 
ram 
the 


odi- 
eign 
irec- 

the 
e to 
tary 
r of 
fice, 

any 

any 
rop- 
Pro- 
eised 





MUTUAL SECURITY ACT OF 1955 73 


in accordance with applicable laws and regulations relating to the Civil 
Service and Veterans’ Preference. 

Src. 526. Missions anp Starrs ABproap.—The President may main- 
tain special missions or staffs abroad in such nations and for such 
periods of time as may be necessary to carry out this Act. Each such 
special mission or staff shall be under the direction of a chief. The 
chief and his deputy shall be appointed by the President and may, 
notwithstanding any other law, be removed by the President at his 
discretion. The chief shall be entitled to receive (1) in cases approved 
by the President, the same compensation and allowances as a chief of 
mission, class 3, or a chief of mission, class 4, within the meaning of 
the Foreign Service Act of 1946 (22 U.S. C. 801), or (2) compensation 
and allowances in accordance with section 527 (c) of this Act, as the 
President shall determine to be appropriate. Jf a Foreign Service 
Officer shall be appointed by the President to a position under this section, 
the period of his service in such capacity shall be considered as consti- 
tutung an. assignment for duty within the meaning of section 571 of the 
Foreign Service Act of 1946, as amended, and such person shall not, by 
virtue of his acceptance of such an assignment, lose his status as a Foreign 
Service Officer. 

Sec. 527. EMPLOYMENT OF PERSONNEL.—(a) Any United States 
Government agency performing functions under this Act is author- 
ized to employ such personnel as the President deems necessary to 
carry out the provisions and purposes of this Act. 

(b) Of the personnel employed in the United States on programs 
authorized by this Act, not to exceed sixty may be compensated with- 
out regard to the provisions of the Classification Act of 1949, as 
amended, of whom not to exceed thirty-five may be compensated at 
rates higher than those provided for grade 15 of the general schedule 
established by the Classification Act of 1949, as amended, and of 
these, not to exceed fifteen may be compensated at a rate in excess 
of the highest rate provided for grades of such general schedule but 
not in excess of $15,000 per annum. Such positions shall be in addi- 
tion to those authorized by law to be filled by Presidential appoint- 
ment, and in addition to the number authorized by section 505 of 
the Classification Act of 1949, as amended. 

(c) For the purpose of performing functions under this Act outside 
the continental limits of the United States, the Director may— 

(1) employ or assign persons, or authorize the employment or 
assignment of officers or employees of other United States Gov- 
ernment agencies, who shall receive compensation at any of the 
rates provided for the Foreign Service Reserve and Staff by the 
Foreign Service Act of 1946, as amended (22 U. 5. C. 801), 
together with allowances and benefits established thereunder 
including, in all cases, post differentials prescribed under section 
443 of the Foreign Service Act; and persons so employed or 
assigned shall be entitled to the same benefits as are provided by 
section 528 of the Foreign Service Act for persons appointed to 
the Foreign Service Reserve and, except for policy-making 
officials, the provisions of section 1005 of the Foreign Service 
Act shall apply in the case of such persons; and 

(2) utilize such authority, including authority to appoint and 
assign personnel for the duration of operations under this Act, 
contained in the Foreign Service Act of 1946, as amended (22 
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U. S. C. 801), as the President deems necessary to carry out 
functions under this Act. Such provisions of the Foreign Service 
Act as the President deems appropriate shall apply to personnel 
appointed or assigned under this paragraph, including, in all 
cases, the provisions of sections 443 and 528 of that Act. 

(d) For the purpose of performing functions under this Act outside 
the continental limits of the United States, the Secretary of State may, 
at the request of the Director, appoint for the duration of operations 
under this Act alien clerks and employees in accordance with applicable 
provisions of the Foreign Service Act of 1946, as amended (22 U.S. C. 
801). 

Sec. 528. Derart or PERSONNEL TO ForEIGN GOVERNMENTS.—(a) 
Whenever the President determines it to be consistent with and in 
furtherance of the purposes of this Act, the head of any United States 
Government agency is authorized to detail or assign any officer or 
employee of his agency to any office or position to which no compensa- 
tion is attached with any foreign government or foreign government 
agency: Provided, That such acceptance of office shall in no case 
involve the taking of an oath of allegiance to another government. 

(b) Any such officer or employee, while so assigned or detailed, 
shall be considered, for the purpose of preserving his privileges, rights, 
seniority, or other benefits as such, an officer or employee of the Govy- 
ernment of the United States and of the Government agency from 
which assigned or detailed, and he shall continue to receive compensa- 
tion, allowances, and benefits from funds available to that agency or 
made available to that agency out of funds authorized under this Act. 

Sec. 529. Detar. or PERSONNEL TO INTERNATIONAL ORGANIZA- 
TIONS.—(a) Whenever the President determines it to be consistent 
with and in furtherance of the purposes of this Act, the head of any 
United States Government agency is authorized to detail, assign, or 
otherwise make available to any international organization any officer 
or employee of his agency to serve with or as a member of the inter- 
national staff of such organization, or to render any technical, scien- 
tific or professional advice or service to or in cooperation with such 
organization. 

(b) Any such officer or employee, while so assigned or detailed, 
shall be considered, for the purpose of preserving his allowances. 
privileges, rights, seniority and other benefits as such, an officer or 
employee of the Government of the United States and of the Govern- 
ment agency from which detailed or assigned, and he shall continue 
to receive compensation, allowances, and benefits from funds available 
to that agency or made available to that agency out of funds author- 
ized under this Act. He may also receive, under such regulations as 
the President may prescribe, representation allowances similar to 
those allowed under section 901 of the Foreign Service Act of 1946, as 
amended (22 U.S. C. 801). -The authorization of such allowances 
and other benefits and the payment thereof out of any appropriations 
available therefor shall be considered as meeting all the requirements 
of section 1765 of the Revised Statutes. 

(c) Details or assignments may be made under this section— 

(1) without reimbursement to the United States by the 
international organization; 

(2) upon agreement by the international organization to re- 
imburse the United States for compensation, travel expenses, 
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and allowances, or any part thereof, payable to such officer or 
employee during the period of assignment or detail in accordance 
with subsection (b) of this section; and such reimbursement 
shall be credited to the appropriation, fund, or account utilized 
for paying such compensation, travel expenses, or allowances, or 
to the appropriation, fund, or account currently available for 
such purposes; 

(3) upon an advance of funds, property, or services to the 
United States accepted with the approval of the President for 
specified uses in furtherance of the purposes of this Act; and 
funds so advanced may be established as a separate fund in the 
Treasury of the United States, to be available for the specified 
uses, and to be used for reimbursement of appropriations or direct 
expenditure subject to the provisions of this Act, any unexpended 
balance of such account to be returned to the international 
organization; or 

(4) subject to the receipt by the United States of a credit to 
be applied against the payment by the United States of its share 
of the expenses of the international organization to which the 
officer or employee is detailed, such credit to be based upon the 
compensation, travel expenses and allowances, or any part thereof, 
payable to such officer or employee during the period of assign- 
ment or detail in accordance with subsection (b) of this section. 

Sec. 530. Experts AND CONSULTANTS OR ORGANIZATIONS THERE- 
or.—(a) Experts and consultants or organizations thereof, as author- 
ized by section 15 of the Act of August 2, 1946 (5 U.S. C. 55a), may be 
employed by any United States Government agency for the perform- 
ance of functions under this Act, and individuals so employed may be 
compensated at rates not in excess of $75 per diem, and while away 
from their homes or regular places of business, they may be paid 
actual travel expenses and per diem in lieu of subsistence and other 
expenses at a rate not to exceed $10 or at the applicable rate prescribed 
in the Standardized Government Travel Regulations, as amended from 
time to time, whichever is higher, while so employed within the conti- 
nental limits of the United States and at the applicable rate prescribed 
in the Standardized Government Travel Regulations (Foreign Areas) 
while so employed outside the continental limits of the United States. 

(b) Persons of outstanding experience and ability may be employed 
without compensation by any United States Government agency for 
the performance of functions under this Act in accordance with the 
provisions of section 710 (b) of the Defense Production Act of 1950, 
as amended (50 U.S. C. App. 2160), and regulations issued thereunder. 

Suc. 531. Securrry CLEARANCcE.—No citizen or resident of the 
United States may be employed, or if already employed, may be 
assigned to duties by the Director under this Act for a period to exceed 
three months unless— 

(a) such individual has been investigated as to loyalty and 
security by the Civil Service Commission, or by the Federal 
Bureau of Investigation in the case of specific positions which 
have been certified by the Director as being of a high degree of 


importance or sensitivity or in case the Civil Service Commission 
investigation develops data reflecting that the individual is of 
questionable loyalty, and a report thereon has been made to the 
Director, and until the Director has certified in writing (and filed 
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copies thereof with the Senate Committee on Foreign Relations 
and the House Committee on Foreign Affairs) that, after full 
consideration of such report, he believes such individual is loyal 
to the United States, its Constitution, and form of government, 
and is not now and has never knowingly been a member of any 
organization advocating contrary views; or 

(b) such individual has been investigated by a military intelli- 
gence agency and the Secretary of Defense has certified in writ- 
ing that he believes such individual is loyal to the United States 
and filed copies thereof with the Senate Committee on Foreign 
Relations and the House Committee on Foreign Affairs. 

This section shall not apply in the case of any officer appointed by 
the President by and with the advice and consent of the Senate, nor 
shall it apply in the case of any person already employed under. pro- 
grams covered by this Act who has been previously investigated in 
connection with such employment. 

Sec. 532. Exemption or PERSONNEL From Certain FEDERAL 
Laws—(a) Service of an individual as a member of the Board estab- 
lished pursuant to section 308 of this Act or as an expert or consultant 
under section 530 (a) shall not be considered as service or employment 
bringing such individual within the provisions of title 18, U. S. C., 
section 281, 283 or 284, or of section 190 of the Revised Statutes 
(5 U. S. C. 99), or of any other Federal law imposing restrictions, 
requirements, or penalties in relation to the employment of persons, 
the performance of services, or the payment or receipt of compensation 
in connection with any claim, proceeding, or matter involving the 
United States, except insofar as such provisions of law may prohibit 
any such individual from receiving compensation in respect of any 
particular matter in which such individual was directly involved in the 
performance of such service; nor :hall such service be considered as 
employment or holding of office or position bringing such individual 
within the provisions of section 6 of the Act of May 22, 1920, 
amended (5 U.S. C. 715), section 212 of the Act of June 30, 1932, as 
amended (5. U. S. C. 59a), or any other Federal law limiting the 
reemployment of retired officers or employees or governing the simul- 
taneous receipt of compensation and retired pay or annuities. 

(b) Notwithstanding section 2 of the Act of July 31, 1894 (5 U.S. C. 
62), which prohibits certain retired officers from holding certain office, 
any retired officer of any of the services mentioned in the Career Com- 
pensation Act of 1949 may hold any office or appointment under this 
Act or the Mutual Defense Assistance Control Act of 1951, but the 
compensation of any such retired officer shall be subject to the pro- 
visions of the Act of June 30, 1932 (5 U. S. C. 59a), which does not 
permit retired pay to be added to the compensation received as a 
civilian officer. 

Sec. 533. Watvers or Certain Feprrat Laws.—Whenever the 
President determines it to be in furtherance of purposes declared in 
this Act, the functions authorized under this Act may be performed 
without regard to such provisions of law (other than the Renegotia- 
tion Act of 1951, as amended) regulating the making, performance, 
amendment, or modification of contracts and the expenditure of Gov- 
ernment funds as the President may specify. 

Src. 534. Rerortrs.—The President, from time to time while funds 
appropriated for the purpose of this Act continue to be available for 
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obligation, shall transmit to the Congress reports covering each six 
months of operations, in furtherance of the purposes of this Act, 
except information the disclosure of which he deems incompatible 
with the security of the United States. Reports provided for under 
this section shall be transmitted to the Secretary of the Senate or 
the Clerk of the House of Representatives, as the case may be, if the 
Senate or the House of Representatives, as the case may be, is not 
in session. Such reports shall include detailed information on the 
implementation of [sections 504 and 413 (b)] sections 504, 413 (6), 
and 418 of this Act. 

Sec. 535. Cooperation Wirth INTERNATIONAL ORGANIZATIONS.— 
(a) The President is authorized to request the cooperation of or the use 
of the services and facilities of the United Nations, its organs and 
specialized agencies, or other international organizations, in carrying 
out the purposes of this Act, and may make payments by advance- 
ments or reimbursements, for such purposes, out of funds made avail- 
able for the purposes of this Act, as may be necessary therefor, to the 
extent that special compensation is usually required for such services 
and facilities: Provided, That nothing in this section shall be construed 
to authorize the delegation to any international or foreign organiza- 
tion or agency of authority to decide the method of furnishing assist- 
ance under this Act to any country or the amount thereof. 

(b) Whenever the President determines it to be in furtherance of 
the purposes of this Act, United States Government agencies, on 
request of international organizations, are authorized to furnish sup- 
plies, materials, and services, on an advance of funds or reimburse- 
ment basis, to such organizations. Such advances or reimbursements 
may be credited to the current applicable appropriation or fund of 
the agency concerned and shall be available for the purposes for which 
such appropriations and funds are authorized to be used. 

Sec. 536. Jornr Commission oN Rvuraut ReEcONSTRUCTION IN 
Cuiwa.—The President is authorized to continue to participate in 
the Joint Commission on Rural Reconstruction in China and to 
appoint citizens of the United States to the Commission. 


CHAPTER 3. REPEAL AND MISCELLANEOUS PROVISIONS 


Sec. 541. Errective Date.—This Act shall take effect on the date 
of its enactment. 
Sec. 542. Statutes RepEALep.—(a) There are hereby repealed— 

(1) an Act to provide for assistance to Greece and Turkey, 
approved May 22, 1947, as amended; 

(2) the joint resolution to provide for relief assistance to the 
people of countries devastated by war, approved May 31, 1947, 
as amended; 

(3) the Foreign Aid Act of 1947; 

(4) the Foreign Assistance Act of 1948, as amended; including 
The Economie Cooperation Act of 1948, as amended, the Inter- 
national Children’s Emergency Fund Assistance Act of 1948, as 
amended, the Greek-Turkish Assistance Act of 1948, and the 


China Aid Act of 1948, as amended; 
(5) the Mutual Defense Assistance Act of 1949, as amended; 
(6) the Foreign Economic Assistance Act of 1950, as amended; 
including the Economic Cooperation Act of 195(, the China Area 
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Aid Act of 1950, as amended, the United Nations Palestine 
Refugee Aid Act of 1950, and the Act for International Develop- 
ment, as amended; 

(7) the Far Eastern Economic Assistance Act of 1950, as 
amended; 

(8) the Yugoslav Emergency Relief Assistance Act of 1950; 

(9) the Mutual Security Act of 1951, as amended; 

(10) the Mutual Security Act of 1952; 

(11) the Mutual Security Act of 1953; 

(12) section 12 of the joint resolution of Congress approved 
November 4, 1939 (54 Stat. 10; 22 U.S. C. 452); 

(13) section 4 of the Act of March 3, 1925 (50 Stat. 887; 
50 U.S. C. 165); and 

(14) section 968 of title 18, United States Code. 

(b) References in other Acts to the Acts listed in subsection (a) 
shall hereafter be considered to be references to the appropriate 
provisions of this Act. 

(c) The repeal of the Acts listed in subsection (a) shall not be 
deemed to affect amendments contained in such Acts to Acts not 
named in subsection (a). 

Sec. 543. Savina Provisions.— 

(a) Except as may be expressly provided to the contrary in this 
Act, all determinations, authorizations, regulations, orders, contracts, 
agreements, and other actions issued, undertaken or entered into under 
authority of any provision of law repealed by section 542 shall con- 
tinue in full force and effect until modified by appyopriate authority. 

(b) Where provisions of this Act establish conditions which must 
be complied with before use may be made of authority contained in 
or funds authorized by this Act, compliance with substantially similar 
conditions under Acts named in section 542 shall be deemed to con- 
stitute compliance with the conditions established by this Act. 

(c) No person in the service or employment of the United States 
or otherwise performing functions under an Act repealed by section 
542 or under section 408 shall be required to be reappointed or re- 
employed by reason of the entry into force of this Act, except that 
appointments made pursuant to section 110 (a) (2) of the Economic 
Cooperation Act of 1948, as amended, shall be converted to appoint- 
ments under section 527 (c) of this Act. 

Sec. 544. AMENDMENTS TO OrHER Laws.—(a) Title X of the United 
States Information and Educational Exchange Act of 1948, as 
amended (22 U. S. C. 1481), is amended by adding the following 
new section: 

“INFORMATIONAL MEDIA GUARANTIES 


“Sec. 1011. The Director of the United States Information Agency 
may make guaranties, in accordance with the provisions of subsection 
(b) of section 413 of the Mutual Security Act of 1954, of investments 
in enterprises producing or distributing informational media con- 
sistent with the nasiedal interests of the United States against funds 
heretofore made available by notes issued to the Secretary of the 
Treasury pursuant to section 111 (c) (2) of the Economic Coopera- 
tion Act of 1948, as amended, for purposes of guaranties of invest- 
ments: Provided, however, That the amount of enth guaranties in 
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any fiscal year shall be determined by the President but shall not 
exceed $10,000,000.” 

(b) Section 1 of Public Law 283, Eighty-first Congress, is repealed. 
The Institute of Inter-American Affairs, created pursuant to Public 
Law 369, Eightieth Congress (22 U.S. C. 281), shall have succession 
until June 30, 1960, and may make contracts for periods not to exceed 
five years: Provided, That any contract extending beyond June 30, 
1960, shall be made subject to termination by the said Institute upon 
notice: And provided further, That the said Institute shall, on and 
after July 1, 1954, be subject to the applicable provisions of the 
Budget and Accounting Act, 1921, as amended (31 U.S. C. 1), in lieu 
of the provisions of the Government Corporation Control Act, as 
amended (31 U.S. C. 841). 

Sec. 545. Derrnitrions.—For the purposes of this Act— 

(a) The term “commodity” includes any commodity, material, 
article, supply, or goods. 

(b) The term “surplus agricultural commodity”? means any agri- 
cultural commodity or product thereof, class, kind, type, or other 
specification thereof, produced in the United States either publicly 
or privately owned, which is in excess of domestic requirements, ade- 
quate carryover, and anticipated exports for dollars, as determined by 
the Secretary of Agriculture. 

(c) The terms “equipment”’ and “materials” shall mean any arms, 
ammunition, or implements of war, or any other type of material, 
article, raw material, facility, tool, machine, supply or item that 
would further the purpose of chapter 1 of title I, or any component 
or part thereof, used or required for use in connection therewith, or 
required in or for the manufacture, production, processing, storage, 
transportation, repair, or rehabilitation of any equipment or materials, 
but shall not include merchant vessels. 

(d) The term “mobilization reserve”, as used with respect to any 
equipment or materials, means the quantity of such equipment or 
materials determined by the Secretary of Defense under regulations 
prescribed by the President to be required to support mobilization of 
the Armed Forces of the United States in the event of war or national 
emergency until such time as adequate additional quantities of such 
equipment or materials can be procured. 

(e) The term “‘excess’’, as used with repect to any equipment or 
materials, means the quantity of such equipment or materials owned 
by the United States which is in excess of the mobilization reserve of 
such equipment or -materials. 

(f) The term “services” shall include any service, repair, training 
of personnel, or technical or other assistance or information necessary 
to effectuate the purposes of this Act. 

(g) The term “Armed Forces of the United States’ shall include 
any component of the Army of the United States, of the United 
States Navy, of the United States Marine Corps, of the Air Force of 
the United States, of the United States Coast Guard, and the Reserve 
components thereof. 

(h) The term ‘‘value”’ means— 

(1) with respect to any excess equipment or materials furnished 
under chapter 1, of title I, the gross cost of repairing, rehabili- 
tating, or modifying such equipment or materials prior to being 
so furnished ; 





ts 
: 
5 
5 
= 
. 
r 
) 
a 
yA 
po 


MUTUAL SECURITY ACT OF 1955 


(2) with respect to any nonexcess equipment or materials 
furnished under chapter 1 of title 1 which are taken from the 
mobilization reserve (other than equipment or materials referred 
to in paragraph (3) of this subsection), the actual or the projected 
(computed as accurately as practicable) cost of procuring for 
the mobilization reserve an equal quantity of such equipment 
or materials or an equivalent quantity of equipment or materials 
of the same general type but deemed to be more desirable for 
inclusion in the mobilization reserve than the equipment or 
materials furnished; 

(3) with respect to any nonexcess equipment or materials 
furnished under chapter 1 of title I which are taken from the 
mobilization reserve but with respect to which the Secretary of 
Defense has certified that it is not necessary fully to replace such 
equipment or materials in the mobilization reserve, the gross 
cost to the United States of such equipment and materials or its 
replacement cost, whichever the Secretary of Defense may 
specify; and 

(4) with respect to any equipment or materials furnished under 

chapter 1 of title I which are procured for the purpose of being 
so furnished, the gross cost to the United States of such equip- 
ment and materials, 
In determining the gross cost incurred by any agency in repairing, 
rehabilitating, or modifying any eacess equipment furnished under 
chapter 1 of title I, all parts, accessories, or other materials used in 
the course of repair, rehabilitation, or modification shall be priced 
in accordance with the current standard pricing policies of such 
agency. For the purpose of this subsection, the gross cost of any 
equipment or manne taken from the mobilization reserve means 
either the actual gross cost to the United States of that particular 
equipment or materials or the estimated gross cost to the United States 
of that particular equipment or materials obtained by multiplying 
the number of units of such particular equipment or materials by the 
average gross cost of each unit of that equipment and materials owned 
by the furnishing agency. 

(i) The term “United States Government agency’? means any 
department, agency, board, wholly or partly owned corporation, or 
instrumentality, commission, or establishment of the United States 
Government. 

Src. 546. Consrruction.—(a) If any provision of this Act or the 
application of any provision to any circumstances or persons shall be 
held invalid, the validity of the remainder of the Act and applicability 
= _ provision to other circumstances or persons shall not be affected 
thereby. 

(b) Nothing in this Act shall alter, amend, revoke, repeal, or other- 
wise affect the provisions of the Atomic Energy Act of 1946, as 
amended (42 U.S. C. 1801). 

(c) Nothing in this Act is intended nor shall it be construed as an 
expressed or implied commitment to provide any specific assistance, 
whether of funds, commodities, or services, to any nation or nations, 
or to any international organization. 

Sec. 547. Repuction or AvTHORIZATIONS.—Notwithstanding the 
foregoing provisions of this Act, such provisions shall not be construed 
to authorize the appropriation for the fiscal year 1955, for the pur- 
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poses of titles I, II, and IV of this Act, of amounts (exciusive of unex- 
pended balances of prior appropriations authorized to be continued 
available under such provisions) aggregating in excess of $2,918,040,000. 
Sec. 648. Unexpenvep Barances.—Unerpended balances of funds 
heretofore made available under authority of this Act are hereby author- 
ized to be continued available for the general purposes for which appro- 
riated, and may be consoli with appropriations made available 
eginning in fiscal year 1956 for the same general purposes under the 
authority of this Act: Provided, however, That unexpended balances in 
excess of $200,000,000 not obligated by June 30, 1955, in accordance 
with the provisions of section 1311 of the Supplemental Appropriation 
Act, 1955 (Public Law 663, Eighty-third Congress), or reserved in accord- 
ance with the provisions of section 110 of the Mutual Security Appropria- 
tion Act, 1955 (Public Law 778, Highty-third Congress), are not author- 
ized to be continued available after such date. 
See. 649. StrareEMeNT oF CONGRESSIONAL Poxticy.—lIt is the sense 
of the Congress that inasmuch as— 

(1) the United States, through mutual security programs, has 
made substantial contributions to the economie recovery and rehabili- 
tasion of the nations of western Europe; 

(2) due in part to those programs, it has been possible for such 
nations to achieve complete economic recovery and to regain their 
military strength; and 

(3) certain other friendly nations of the world remain in need of 
assistance in order that they may defend themselves against aggres- 
sion and contribute to the security of the free world, 

those nations that have been assisted in their recovery should, in the future, 

share with the United States the financial burden of providing aid to those 

— which are still in need of assistance of the type provided under 
is Aet. 
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ADDITIONAL VIEWS ON LOANS 


Everyone agrees that our foreign aid should not be a mere “give- 
away” program; that we should plan to get value received in one way 
or another, for whatever we do. There is general theoretical agree- 
ment with the proposal that our economic aid program should em- 
phasize loans rather than grants, wherever possible. Theretis disagree- 
ment as to the best way to carry this out in practice. 

I believe that the best way is to have Congress provide minimum 
loan requirements in authorizing foreign aid. 

Experience shows that otherwise the tendency will be to make 
grants, not loans, in administration. It is argued that a percentage 
limitation militates against the placement of a greater percentage 
of loans. The record does not sustain this argument, for wherever 
loans have been permitted but not required, few or none have been 
made. It is said that a percentage figure is interpreted by would-be 
recipients as a maximum loan figure, rather than a minimum. If our 
officials accept the interpretation of our laws made by other countries, 
rather than their own, Congress can correct this. If a minimum per- 
centage figure is inconvenient administratively, a minimum fixed 
amount can be used. Both types of minimum requirements were 
made by Congress last year. A 30-percent requirement in title II] 
(sec. 201) on development assistance, and an overall requirement of 
not less than $200 million in loans (sec. 505). Neither of these require- 
ments will apply to the amounts authorized in the committee bill this 
year. There is a requirement that 50 percent of the new $200 million 
Asian development fund, be in loans (see. 4187). This year’s bill 
authorizes more economic aid than last year’s appropriation. Thus, 
as economic aid goes up, required loans go down. I believe this 
tendency should be reversed. 


THE RANDALL COMMISSION 


My recommendations follow those of the Randall Commission, of 
which I was a member. This Commission studied and reported on 
the general possibilities of ‘“Trade, Not Aid,” and recommended that 
trade be increased, and economic aid decreased. Its recommenda- 
tions as to trade have been generally accepted and acted upon by the 
administration and Congress. Its recommendations as to aid have 
apparently been forgotten. 

The Randall report said: 

The Commission recommends that economic aid on a grant basis should be 
terminated as soon as possible. 

In cases where our security is importantly involved, the Commission believes 
that moderate grants-in-aid may serve the national interest of the United States. 

The Commission recommends further that where support is needed to maintain 
military forces to conduct military operations connected with oir own security 
beyond the economic capacity of a country to sustain, grants should be made, 
not loans. In other cases where substantial economic aid is necessary in the 
interest of the United States but cannot be obtained from private or interna- 
tional sources, loans should be made, not grants. 
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The President endorsed these recommendations of the Randall 
Commission in his message to the Congress on foreign economic 
policy of the United States last year, as follows: 

I subscribe, therefore, to the principle that economic aid on a grant basis should 
be terminated as soon as possible, consistent with our national interest. In 
cases where support is needed to establish and equip military forces of other 
governments in the interest of our mutual defense, and where this is beyond the 
economic capacity of another country, our aid should be in the form of grants. 
As recognized by the Commission, there may be some cases in which modest 
amounts of grant aid to underdeveloped countries will importantly serve the 
interest of security. I further agree that in other situations where the interest 
of the United States requires that dollars not otherwise available to a country 
should be provided, such support to the maximum extent appropriate should be 
in the form of loans rather than grants. 


GOVERNMENT FOREIGN LOANS 


It is often said that Government loans are the same as gifts, that 
they are never repaid, and always create hard feelings. Our postwar 
experience does not bear this out. Here is the record, according to 
Department of Commerce figures: 


Postwar loans by the United States to foreign countries 


"Tbe ao ce ie Be a eel Be ee Fe $14, 147, 769, 000 
FOR ST Oa it ie he bk os a iia eee s 3, 176, 216, 000 
E ORn en TORI ao oo hoc em a es ese ze 1, 331, 284, 000 


| ISTE WO Se chem Pee CEM | | ERNE eee OnE, nmr 4, 507, 500, 000 


Congress has required a series of loans in aid bills, largely through 
provisions originating in our committee. All of them were opposed by 
the executive branch. None of them were refused by the executive 
branch. All of the loans were accepted in other countries. None of 
the loans have been defaulted by any government. None of them 
have caused hard feelings. 

Here is the series: 


Loans required under ECA, MSA, and India wheat loan 


Original ECA Act (Public Law 472, 80th Cong.)_....._-_---- $1, 000, 000, 000 
Loan to Spain (Public Law 759, Sist Cong.) ________.__--__- 62, 500, 000 
India Emergency Food Act of 1951 (Public Law 48, 82d Cong.) 190, 000, 000 

Mutual Security Act of 1951 (Public Law 165, 82d Cong.) (10 
pereent of ECA; assistance)... . .. 1.00) 264 cn ho ek. 335, 547, 000 
Mutual Security Act of 1954 (Public Law 665, 83d Cong.) _. -- 1 200, 000, 000 
meeens:. 2UiiE 8002 6 22. Lae os ae Ein te ee 1, 788, 047, 000 


' Loans of $194,500,000 have already been made under this requirement. Negotiations now in progess 
are expected to bring the total to the required amount. 


Here is the status of the loans under the mutual security program as 
of December 31, 1954: 
























Amount Interest Principal 
authorized collected repaid 
ON NE ND i etacns ad. bee abednedsaasennodtnne $16, 500, 000 ok. aes 
SS eae 1, 419, 047, 000 70, 897, 000 $278, 000 
Indian wheat 190, 000, 000 yt ae eee 
St ae oe 62, 476, 000 Gt” |) are 
Deficiency materials : 177, 201, 000 4, 642, 000 24, 631, 000 
PO hn citiccséecbchip ent scgdeawactietaminanteen 1, 865, 224, 000 90, 728, 000 24, 909, 000 
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In 1948, when Congress enacted the first of the above loan require- 
ments, by requiring $1 billion of the Marshall plan money to be in 
loans, there were executive protests. We were told that these were 
“fuzzy” loans, Europe was “‘all loaned up,’ and that these aid loans 
would overburden the economties of the recipient countries. Now 
that Europe has recovered so phenomonally with Marshall plan help, 
does anyone hear complaints that recovery was delayed by these 
loans? Is anyone claiming that these loans will never be repaid? 

Last vear, the executive position was that only $100 million of the 
program should be in loans. Congress required $255,350,000 (i. e., 
$200 million overall plus 30 percent of development assistance). The 
required minimums have all been loaned. No one is claiming that 
this crippled the program. 


PROSPECT OF REPAYMENT 


The above record, showing over $4.5 billion collected on postwar 
loans, including over $115 million on aid loans, would indicate that 
there is considerable prospect of repayment of these loans. 

The Hoover Commission, in its report to Congress in May on 
overseas economic operations, said (recommendation 2 (f)): 


Wherever assistance is necessary and there is no prospect of repayment of a loan 
the assistance should be in the form of an outright grant. [Italic mine.] 

There will be general agreement on this, but who decides whether 
there is ‘prospect for repayment”? Bankers? Must aid loans be 
“bankable’”’ loans? 

In this country our Government has loaned billions to its citizens 
on projects that were not bankable. During the depression thousands 
of homes, farms, and businesses were saved in this way and the loans 
have been repaid, although “prospects for repayment’? looked dim 
for a while. 

The policy of making foreign-aid loans was first suggested to me 
by remarks of former President Hoover in 1947, after he had finished 
his survey of relief needs for President Truman. He urged that we 
should not make outright gifts of our aid, but should always require 
an obligation from the recipient. He first suggested the counterpart 
device, which was written into a relief bill on the floor, over adminis- 
tration opposition, and has been extremely useful ever since. As to 
loans, he pointed out that, even though ‘prospect for repayment”’ 
was not bright, there were two great psychological differences between 
loans and grants: First, a person asking for a loan tries to make his 
proposition as good as possible, but someone asking for a grant 
tries to make his condition look as bad as possible, so he will not be 
asked to repay; second, a person asking for a loan knows that he 
might have to repay it, and therefore asks for as little as possible, 
whereas someone asking for a grant asks for as much as possible. 

Experience since then has shown that this same psychology applies 
to nations, and that nations, like individuals, tend to repay nonbank- 
able loans. . 


DEVELOPMENT ASSISTANCE 


In recent years we have started a new type of assistance, which is 
not relief, not military aid, not for war recovery, not mere technical 
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assistance. Development assistance means substantial economic aid 
to nations with which we have no mutual security agreements. Con- 
gress provided last * ape that 30 percent of such assistance should be 
in loans, and should end on June 30, 1955. Instead of winding up, 
$382 million of such assistance is in this bill as follows: In title II, 
section 201, development assistance, $182 million; in title IV, section 
418, President’s fund for Asian development, $200 million. 

The definition of ‘development assistance”’ is broad, the limitations 
are few, but, in general,.the idea is that.we help undeveloped countries 
to develop as free countries, raise their standards of living, develop 
their resources. They have among their resources vast amounts of 
critical and strategic materials. 

On the other hand, we are rapidly becoming a have-not country in 
natural resources, especially in critical or strategic materials, as shown 
time and again in our hearings this year. 

If we furnish development assistance in loans repayable, not next 
year but over 10, 20, or 30 years, we will be helping these countries 
when they need help, and they can pay us back when we need help, 
in raw materials from the resources we helped them develop. 

Amendments will be offered in accordance with these views. 

I understand that other members of the committee share these 
views, but there was insufficient time to obtain their signatures. 


Joun M. Vorys. 


O 
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Mr. Smitrx of Wisconsin, from the Committee on Foreign Affairs, 
submitted the following 


MINORITY VIEWS 


[To accompany 8. 2090] 


This marks our third consecutive report of minority views on the 
mutual security program. The first was on the Mutual Security Act 
of 1953. The second was on the Mutual Security Act of 1954. And 
now we feel compelled on the basis of the same objections we have 
heretofore enunciated to express our minority views on the proposed 
Mutual Security Act of 1955. 

It is true that we support certain programs in this bill. Technical 
assistance has now become, and must remain, a people-to-people 
proves of sharing know-how and technical skill. Helping people to 

elp themselves brings lasting benefits with which we are in full 
accord. Such a program builds self-respect for peoples and inde- 
pendence for nations and should build reliable friends for the United 
States, which we sorely need. We also support other self-hel 
humanitarian projects, typical of which is the international healt 
proges for children and mothers in the underdeveloped areas of the 
world. Such programs are in keeping with American history and 
American principles. 

Just as it is important for the Congress and its Members to restate 
our fundamental principles—we have done this recently in the passage 
of House Concurrent Resolution 149 on colonialism and Communist 
imperialism—so we feel we must voice our opposition to a program 
each time it is presented to the Congress when such a program con- 
tinues its disregard of such principles. The bill before this House is 
such a program. 

The mutual security program authorized to be continued in this bill 
demonstrates a shocking lack of confidence in the fundamental 
principles which have made our Nation great. Respect is not a 


1 


































UNIVERSITY OF MICHIGAN LIBRARIES 


2 






MUTUAL SECURITY ACT OF 1955 


commodity which can be bought nor can security be attained by a 
mutual security program which is based on false concepts. 


THE NEED FOR REAPPRAISAL 


In the past we have urged what to us has seemed natural 
and logical—a thorough study, a reappraisal, a redefining of foreign 
policies, techniques and statutes concerned with the goal of inter- 
national peace and security, which we all seek. The executive branch 
has not seen fit to do this before submitting this bill to the Congress; 
nor has the Congress of the United States itself, which is directly 
responsible to the people who foot the bills, make the sacrifices, and 
fight the wars, undertaken such an analysis. This program, encom- 
— in the proposed Mutual Security Act of 1955, has been given 
ess consideration from the point of view of legislative analysis and 
evaluation than in any previous year. This is true despite the fact 
that, as we have pointed out in our past minority reports, this pro- 

am has no foreseeable termination date. Admiral Radford, when 
asked if he had any suggestion on how long “the long pull is,’”’ said 
he did not. 

We do not share the feeling expressed in the majority report of the 

committee that— 
This year, for the first time since the beginning of the foreign assistance program, 
the committee did not feel it necessary to reevaluate the fundamental premises 
on which the mutual security program is based, or to question whether after a care- 
ful balancing of the risks and advantages it was worthwhile to authorize the con- 
tinuation of the program. 

Hon. H. Struve Hensel, Assistant Secretary for International Se- 
curity Affairs, Department of Defense, stated during the committee 
hearings: 

I spoke to you about the fact that although these programs had been made up, 
had been approved by the military authorities and by the Congress, we had certain 
skepticism about them, at least enough to require a review, because they had been 
made up on the basis of criteria, some of which were now open to question. 

In effect Mr. Hensel is saying that he concurs in the minority views 
which we have expressed in the past. Yet the majority report states 
that the committee did not feel it necessary to evaluate the funda- 
mental premises on which the mutual security program is based. We 
do not understand this failure of the committee to reexamine premises 
and programs when the very administrators of the mutual security 

rogram themselves are now in the process of such reexamination. 
We do not believe that the current vague presentation of the coming 
program, for which we are asked to authorize $3,285,800,000, justifies 
such authorization. We do not share the addiction to what appears 
to have become the habit of approving billion-bollar foreign-aid pro- 
grams without careful scrutiny. We repeat what we stated in our 
minority views last year: 

Responsibility in world affairs is a serious matter for the future of our Nation 
and its people. It calls for the courage to admit past and present failures and 
the fortitude to chart a new course. 

We agree with Mr. Hensel that ‘‘it is not too difficult just to spend 
money. It is much more difficult to spend it intelligently.’’ More 
difficult still, however, is for the Congress to get the full story from 
the spenders on how they’ve spent the money given to them in the 
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past and just what they propose to do with the new money. In 
airness to Mr. Hensel, however, we point out his further words on 
this subject. We agree with them fully: 

I think Congress ought to examine very carefully into the manner in which the 
money is administered, because you cannot run it from here, expressing your 
opinion in a rigid statute, that executes itself. It just will not work. 

We believe that this bill, authorizing the carryover of unexpended 
balances of over $8 billion and the new appropriation of $3,285,- 
800,000, in effect puts the stamp of approval on the same type of 
“{llustrative program” which the executive branch in its presentation 
this year stated they were abandoning. This program is especially 
objectionable in this regard in view of Mr. Hensel’s testimony before 
the committee that— 
the illustrative programs were extraordinarily good mental exercise, mathematics 


and otherwise, but had no real significant meaning, except outlining to you some 
objectives. 


THE SUPPORT OF COLONIALISM 


We do not agree with the further statement in the majority report 
that— 

There is today evidence on every continent that the mutual security program has 
begun to give us important foreign-policy advantages. 

Attributing the reaction of the free peoples of the Far East to the 
blandishments of communism at Bandung to the mutual security 
program is to us incredible. This does not give the peoples of Asia 
and Africa any credit for commonsense in recognizing Communist 
imperialism for the ruthless colonialism it is. Let us remember that 
the Bandung Conference was called on their own initiative, and, 
indeed, with the United States standing aloof. The support of colo- 
nial powers, despite pious hopes to the contrary, which has been made 

ossible by certain elements of the mutual security program could 

ardly be said to have been the motivating force behind “the reaction 
of the free peoples of the Far East to the blandishments of communism 
at Bandung.” The shift by France of some of its NATO forces for 
use in miele the disturbances in French North Africa—forces which 
United States aid has bolstered—hardly can be termed a “foreign 
policy advantage’’ to the United States in demonstrating to the wort 
that its policy on anticolonialism is more than an empty phrase. In 
fact, throughout the world, the colonial approach of our allies has 
been a handicap to our attempt to prove our own faith in freedom. 
The difficulties which the United States has with some of its allies in 
Europe concerning colonial policy is borne out by the following words 
of Secretary Dulles during his testimony before the committee: 

I had a little talk to the NATO Council about our far eastern policies, which 
are always under considerable criticism in Europe. 

I said to the members of the NATO Council, “You seem to like the United 
States when you see it in Europe. You like our policies of backing freedom, of 
seeking collective security, being loyal to our friends and allies, but,” I said 
“you don’t like it when we demonstrate those same qualities in Asia. You would 


yb to be one thing in Europe for the benefit of Europe but something else in 


THE LACK OF CONTINUED COOPERATION 


In our minority views last year, we referred to the unwillingness of 
our allies to assume their proper share of the free-world burden. This 
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is still the case, as illustrated by the following interchange during the 
hearings: 

Mr. JarRMAN. Can you foresee that in the next few years, in the NATO area, 
among most of the Western European nations, that they will be able to take care 


of a good part of that financial load, so far as the equipment we send over is 
concerned? 


Admiral Raprorp. They will have the capability, I would say. Whether they 
will appropriate the money out of their own resources, is another problem. 


THE ABDICATION OF CONGRESSIONAL AND EXECUTIVE CONTROL 


The mutual security program in this bill, more than ever before in 
its history, illustrates the almost complete abdication of our congres- 
sional constitutional and ,traditional powers. The Congress has lost 
control over the spending and over the policies adopted by the execu- 
tive branch in spending the taxpayers’ money. This is borne out by 
the report to the Congress‘by the Commission’on Organization of the 
Executive Branch of the Government (Hoover Caamiinabect) on 
budget and accounting, as follows: 

Over the years, due to the complexity and lack of a fundamental basis of account- 
ing and budgeting, ‘‘control of the purse’ by the Congress has been impaired. 

Our task force states that under present procedures there is no effective control 
over expenditures either by the Congress or the executive branch. 

Indeed, the executive branch itself has lost control over the programs 
which it is charged with administering. This dual loss of control on 
the part of the Congress and the executive branch is illustrated by the 
tremendous piling up of the unexpended balances carried over from 
year to year in the mutual security legislation. The unexpended 
money has been running far out in front of plans and policies despite 
the fact that these plans and policies periodically require a change in 
direction or a change in emphasis or the elimination of particular 
projects. Thus there is created an inability to recapture funds un- 
wisely programed. Here is the record of unexpended balances, as 
prepared by the executive branch: 


Unexpended balances at close of fiscal year for Mutual Security and related antecedent 
programs, 1948-55 


[In millions of dollars} 





Actual | 





























— ssse-pteachomentbcrinesainiaestinhipaell SOURED, 
| 1955 
1948-49 | 1950 1951 1952 | 1953 1054 | 
Military assistance.....______|_....__.-. $1, 262.6 | $5, 552.4 $8, 435.2 | $8, 460.7 1 $8, 052.6 $6, 911.8 
Other assistance (including 
direct forces support).....-.| $1, 837.2 | 2,250.1 | 1,892.9 | 1,460.2 | 1,6022| 21,8622) 1,805.3 
0 ETT 1,837.2 | 3,621.7] 7,145.3 | 9,805.4 | 10,062.9| 9,9148)| 8,717.1 
Appropriated................ 6,446.3 | 4,592.4) 7,940.5 7,328.9 | 6,001.9 4581 | 2,781.5 








1 Includes estimated return to Treasury of $590.8 million. Of this, $500 million is Department of Defense's 
estimated loss pursuant to Vrach op of sec. 1311, Supplemental Appropriation Act of 1955. 
3 Includes $26 million estimated return to Treasury. 


The projection of program beyond control and proper balance is aptly 
illustrated in the case of unobligated balances. Here is what the 
committee itself says in its majority report: 

The committee was informed in the basic material submitted at the beginning 


of the t gp mere wa that the estimated unobligated and unreserved balance 
June 30, 1955, was to be $100 million. On June 13 the committee 
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received information that the estimated unobligated balances would exceed the 
$200 million limit contained in the Senate bill. e committee received a memo- 
randum on June 21, stating that the unobligated carryover of military funds 
wane OF “some $600 million,” an increase of $500 million over the original 
estimate. 


The lack of executive control over its own proarene is especially 
demonstrated with respect to Yugoslavia, which Government has not 
been fully cooperative in carTYADg out the requirement of the Mutual 
Security Act that the United States representatives be permitted 
“continuous observation and review” of the use made of equipment 
supplied by the United States. Such a lack of cooperation to permit 
observation and review would hardly be excusable in the case of an 
ally, a friend of the United States on whom we could rely for support 
in the great free-world struggle eget Communist imperialism. In 
the case of a government such as Yugoslavia, however, whose support 
for the free world at most would probably be only that of a neutral, it 
is difficult to understand why we permit such evasion of the terms on 
which the assistance is given—or, in fact why long-term United States 
support continues to be given without question. It is difficult to 
understand why we are paying for this kind of “no support.” A 
similar argument can be applied to the case of India, whose “neu- 
tralism’’ is also of dubious value in the free-world struggle. 

The power to so spend money is the power not only to unmake the 
foreign policy declared by the Congress; in fact, it is the power to 
determine ultimate peace or war. 


THE BLANK CHECK 


The abdication of congressional duties and responsibilities, as 
already instanced by vast transferability powers, is further glar- 
ingly evidenced by the proposed blank pa which is given to the 
Executive in this bill. The hearings on the measure disclose little 
account of precisely how the money requested in this bill will fit into 
the new requirements. The whole tenor of the testimony of Mr. 
Hensel amounted to an admission that past programs (for which, we 
point out again, there is available under this bill a little over $8 billion 
in unexpended funds) had been miscalcuiated and loosely administered, 
but that now the Department of Defense was engaged in the process 
of examining just what had happened to past programs, expenditures, 
and obligations. As stated by Mtr. Hensel: 

While we still believe in the need for a complete analysis and review of our pro- 
grams in the light of changed current conditions, we would like to make that analy- 
sis and review on a careful and intelligent basis and not come to any conclusion 
or take any action with respect to the soundness of previously approved programs 
until the result of that study and review is known. 

We do not feel that there should be any authorization for a new 
mutual security program until the Department of Defense has reached 
the point where it can come back to the Congress and give us its 
detailed findings on the soundness of these past programs—programs 
against which, we again remind the House, we filed minority views 
last year and the year before. 

The provision in the bill establishing the President’s Fund for 
Asian Economic Development and authorizing approximately $200 
million for such purpose is a further striking example of the abdication 
of congressional control over the expenditure of funds by the executive 
branch. Do we know which countries in Asia will be receiving assist- 
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ance out of this fund? And how much? Do we even have an 
estimate of how much each country will be receiving beyond some 
“conceivable” projects? Do we know what projects will be used for 
development purposes? Do we have any idea of what contributions 
the recipient countries themselves will be making? Do we know how 
much the executive branch expects to spend in fiscal year 1956 out 
of this fund? The hearings disclose no clue to any of these questions. 
What is certain, and what can be stated in certain terms, however, 
is that if such a fund is established, $200 million will be used, one 
way or another, by June 30, 1958, the termination date in the bill for 
the fund. But for whom, for what and how much we do not know. 
Nor do the administrators of the mutual security program. Under 
the provisions setting up the fund — 
the President is authorized to utilize the appropriations made available for the 
fund to accomplish in the free Asian area the policies and purposes declared in 
this act and to disburse them on such terms and conditions, including transfer of 
funds, as he may specify to any person, corporation, or other body of persons 
however designated * * *. 
Nowhere in any legislation we know of has such sweeping and blanket 
authority been delegated on such unknown terms. We ask the 
Members of this House to read these quoted words slowly and care- 
fully. We have read them slowly and carefully. We do not feel 
that congressional authorization and appropriation for the continued 
concept of “blank check” in the mutual security program, so pointedly 
exemplified in the above provisions, would constitute the proper 
exercise of our responsibilities as representatives of our people. 
LAWRENCE H. Smita. 
MARGUERITE Stitt Cuurcn. 
E. Ross Aparr. 
Auvin M. BENTLEY. 
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Mr. Spence, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


{To accompany 8. 2126] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2126) to extend and clarify laws relating to the provision 
and improvement of housing, the elimination and prevention of slums, 
the conservation and development of urban communities, the financing 
of vitally needed public works, and for other purposes, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended, do pass. 

The amendments are as follows: 

1. Page 2, line 5, strike “1960” and insert 1956”. 

2. Page 2, line 6, insert the following new subsection: 

(b) Clause (iii) of the second paragraph of section 2 (a) of said Act, as amended, 
is hereby amended by striking “six months’’ and inserting in lieu thereof “two 
months’”’. 

3. Page 2, line 9, strike “(b)” and insert ‘(c)”; and in lines 10 and 
11 strike “ ‘$2,500’ and inserting in lieu thereof ‘$3,000’.” and insert 
“exceeds ‘$2,500’ and by inserting a comma immediately preceding 
‘exceeds $3,000’.” 

4. Page 2, strike line 18 and all that follows through line 2 on page 
4; and on page 4, line 3, strike ‘‘(d)” and insert ‘“(b)”. 

5. Page 4, strike line 6 and all that follows through line 7 on page 6 
and insert: 

“(1) not to exceed $12,500,000, or, if the mortgage is executed by 4 
mortgagor coming within the provisions of clcuse (b) (1) of this section, such 
dollar limit with respect to any one mortgage instrument and with respect 
to the aggregate amc«nt of such commitments shall be $50,000,000;”; 

(2) by striking clause 1 of section 213 (b) and inserting: 

*“(1) not to exceed $12,500,000, or, if the mortgage is executed by a 
mortgagor regulated or supervised under Federal or State laws or by political 
subdivisions of States or agencies thereof, as to rents, charges, and methods 
of operation, such dollar limit with respect to any one mortgage instrument 
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and with respect to the aggregate amount of such commitments shall be 
$25,000,000; and’’; 

(3) by striking clause (i) of section 220 (d) (3) (B) and inserting: 

“(j) not to exceed $12,500,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2) (B) of this subsection (d), not to 
exceed $50,000,000; and’’; and 

(4) by striking ‘‘$5,000,000” in sections 213 (c) and 221 (d) (3) and insert- 
ing: “$12,500,000”. 

6. Page 7, line 7, strike ‘‘(e)” and insert “(c)”. 

7. Page 7, line 11, insert the following new subsection: 

(d) Section 213 (b) (2) of said Act, as amended, is further amended by striking 
out “65 per centum”’ and inserting in lieu thereof ‘50 per centum”’. 

8. Page 7, line 14, strike ‘‘(f)” and insert “(e)’’; line 18, strike “(g)” 
and insert “‘(f)”’; and in line 22, strike “(h)” and insert ‘“(g)”. 

9. Page 8, line 9, strike “(i)” and insert ‘“‘(h)”; and in line 10, 
strike ‘‘this section” and insert ‘‘section 213 of the National Housing 
Act, as amended,”’; lines 16 and 19, strike “this” and insert “‘such’”’: 
and in line 20, strike ‘“(j)’’ and insert ‘‘(i)”’. 

10. Page 8, line 25, insert the following new subsection: 

(j) Clause (iii) of section 227 (a) of ‘said Act is amended to read as follows: 
“(iii) under section 220 if the mortgage meets the requirements of paragraph 
(3) (A) of subsection (d) thereof and covers a dwelling designed principally for 
residential use for more than four families, or if the mortgage meets the require- 
ments of paragraph (3) (B) of subsection (d) thereof,’’. 

11. Page 9, strike lines 22, 23, and 24. _ 

12. Page 10, strike lines 1, 2, and 3 and insert: 

Sec. 103. (a) The second sentence of section 304 (a) of said Act, as amended, 
is amended by striking out the words ‘‘at the market price for the particular class 
of mortgages involved, as determined by the Association” and inserting in lieu 
thereof ‘“‘at a reasonable price level, as determined by the Association, taking into 
consideration the market for mortgages of the same general class, and current 
yields on, and reasonably foreseeable price trends of, long-term Government 
bonds and other forms of long-term investment”’. 

13. Page 10, line 13, strike “(c)” and insert ‘‘(b)”. 

14. Page 11, strike line 1 and all that follows through line 12; and 
in line 14, strike “105” and insert “104”. 

15. Page 12, line 7, strike “106” and insert “105”; and in line 14, 
strike ““$212,500,000” and insert ‘$200,000,000”’. 

16. Page 13, lines 1 and 2, strike “financial assistance under this 
title (including the making of capital grants)” and insert “loans and 
advances under this title’; and strike out the remainder of line 10 
following “Provided,” and all that follows through line 16 and insert: 
That loans and outstanding advances to any local public agency pursuant to the 
authorization of this sentence shall not exceed 2% per centum of the estimated 
ober project costs of the projects undertaken under other contracts with such 
ocal public agency pursuant to this title. 

17. Page 13, line 21, strike “107” and insert ‘106’. 

18. Page 14, line 21, strike “108” and insert “107”. 

19. Page 15, line 4, after “(1)” insert “the third proviso and”. 

20. Page 15, line 9, after “third proviso,” insert “and the fourth 
proviso,”’. 

21. Page 15, line 13, change the period to a semicolon and insert the 
following new paragraph: 

(3) the fourth proviso appearing in that part of the Independent Offices 
Appropriation Act, 1952, which is captioned ‘‘Annual contributions: undef 
the heading “Pusiic Hovusine ApMINISTRATION”; 


























age: 


age 





1 be 


ning 
it to 


sert- 


» 10, 
ising 


ch”: 


lows: 
graph 
ly for 
juire- 


nded, 
r class 
n lieu 
g into 
irrent 
iment 


; and 
ie 14, 


r this 
s and 
ne 10 
nsert: 
to the 


imated 
h such 


’ 
fourth 


rt the 


Offices 
? under 





HOUSING AMENDMENTS OF 1955 3 


22. Page 15, line 18, insert the following new paragraph: 


(4) the sixth.and seventh provisos appearing in that part of the First Inde- 
pendent Offices Appropriation Act, 1954, which is captioned “Annual con- 
tributions: under the heading “PUBLIC HOUSING ADMINISTRATION”’, and the 
fifth and sixth provisos under the same caption in the Independent Offices 
Appropriation Act, 1953; and 


23. Page 16, line 1, insert the following new paragraph: 


(5) as of its effective date subsection 10 (j) of the United States Housing 
Act of 1937, as amended. 


24. Page 16, strike out line 6 and all that follows through line 2, 
page 17, and insert the following new subsection: 


“(i) Notwithstanding any other provisions of law (except as hereinafter pro- 
vided in this section) the Authority shall not enter into any new contracts for 
loans and annual contributions for more than thirty-five thousand additional 
dwelling units during each of the fiscal years 1956 and 1957, and may enter into 
only such new contracts for preliminary loans in respect thereto as are consistent 
with the number of dwelling units for which contracts for annual contributions 
may be entered into: Provided, That in respect to the fiscal year 1956 such num- 
ber shall be increased by the difference between thirty-five thousand and the 
number of units for which new annual contributions contracts for additional units 
were entered into during the fiscal year 1955: Provided further, That any balances 
of this authorization not utilized in such years shall be available until June 30, 
1958: And provided further, That no new contracts for loans and annual contribu- 
tions for additional dwelling units in excess of the number authorized in this 
sentence shall be entered into unless authorized by the Congress.” 


25. Page 18, line 2, after “ ‘15’ ” insert ‘“, and by striking out ‘of 
$336,000,000’ ”’. 

26. Page 18, strike line 4 and all that follows through line 18, page 
19; and page 19, line 19, strike “‘(h)’”’ and insert “(e)”’. 

27. Page 23, line 5, insert the following new sentence: 


Notwithstanding the provisions of section 306 of this Act or any other provisions 
of law, no payments in lieu of taxes shall be made for any tax year beginning 
subsequent to the date of the acquisition of title to the property by the 
Administrator. 


28. Page 23, strike line 10 and all that follows through line 17, page 
27, and insert the following: 


Sec. 108. (a) Section 2 of the United States Housing Act of 1937, as amended, 
is amended by adding the following at the end of subsection (2) thereof: ‘‘The 
term ‘elderly families’ means families consisting of a single person sixty-five 
years of age or over, or families the head of which or his spouse is sixty-five years 
of age or over.” 

(b) The United States Housing Act of 1937, as amended, is amended by adding 
the following new subsection at the end of section 10: 

“(m) For the purpose of increasing the supply of decent, safe and sanitary 
housing for elderly families available at rents they can afford to pay, the Authority 
may, with the approval of the President, after July 1, 1955, without regard to the 
provisions of any other law, enter into contracts for annual contributions which 
include not to exceed ten thousand dwelling units (either as separate projects or as 
parts of projects) designed for elderlv families, which amount shall be increased 
by ten thousand dwelling units on July 1, 1956. Such dwelling units shall be in 
addition to the dwelling units for which annual contributions contracts are author- 
ized by any other provision of law. The total authorization for annual contribu- 
tions shall be increased by $3,000,000 per annum on July 1, 1955, and by the s.me 
amount on July 1, 1956. The provisions of the first sentence of subsection 14 (5) 
shall not be applicable to such dwelling units. Notwithstanding the provisions 
of subsection 10 (g), annual contributions contracts covering such dwelling units 
shall require that in the selection of tenants for such units the public housing 
agency shall extend a prior preference to elderly families, and that as among such 
families the ‘First’ pielereneea ia subsection 10 (g) shall apply. Notwithstanding 


the provisions of subsection 10 (g), the Authority may permit any public housing 
agency, in respect to any other dwelling units to extend a prior preference to 
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elderly families: Provided, That such preference shall not be extended during any 
portion of a year when the number of elderly families already admitted in such 

ear to all dwellings owned or operated by the public housing agency as low-rent 

ousing within the meaning of this Act equals 10 per centum-of the estimated 
number of all admissions in such year to all such dwellings: And provided further, 
That as among such families, the ‘First’ preferences in subsection 10 (g) shall 
apply. The Authority may authorize public housing agencies to reconstruct or 
remodel any low-rent housing to provide accommodations designed for elderly 
families.” 

29. Page 29, line 15, strike “110” and insert ‘'109”’; and strike line 17 
and all that follows through line 2, page 31. 

30. Page 31, line 3, strike “(2)” and insert ‘‘(1)’’; strike line 24; and 
in line 25 strike ‘‘(4)”’ and insert ‘‘(2)’’. 

31. Page 32, line 10, after “hereof” insert a colon and the following: 
Provided further, That there shall be not less than one elective director from any 
of the States nor more than three elective directors from any of the States in any 
district referred to in the preceding proviso and in no event shall the total number 
of elective directors in any one district exceed eleven 

32. Page 32, line 19, strike “(5)” and insert “(3)”; and on page 33, 
line 22, strike “‘111” and insert ‘110’. 

33. Page 34, line 2, strike “$2,500” and insert “$3,000”. 

34. Page 34, strike line 3 and all that follows through line 4, page 37. 

35. Page 37, line 5, strike ‘“(d)” and insert “Src. 111.”; and in 
line 10 strike ‘“‘(e)” and insert “Sec. 112.”’. 

36. Page 44, line 23, insert the following new paragraph: 

The term “States” as used in this title shall mean the several States, the 
District of Columbia, the Commonwealth of Puerto Rico, and the Territories 
and possessions of the United States. 


_ 


37. Page 47, line 16, strike “then’’. 

38. Page 48, line 14, strike ‘section.’ 
and insert “section.’”’ and the following: 

*“(¢) No loan shall be made under this section unless the educational insti- 
tution receiving the loan has agreed (1) to certify, upon completion of the physical 
improvements with respect to which the loan is made, either (A) that the total 
of all actual costs of the facility approved by the Administrator for disbursement 
under the loan agreement equaled or exceeded the proceeds of all obligations 
authorized and issued pursuant to the loan agreement or (B) the amount by 
which the proceeds of such obligations exceeded such total actual costs, as the 
case may be, and (2) to pay forthwith for the redemption of such obligations, 
in such manner as shall be provided in the loan agreement, the amount, if any, 
certified to be in excess of such total actual costs: Provided, That any portion 
of such excess amount less than $1,600 shall, in lieu of being paid for the redemp- 
tion of such obligations, be deposited in a sinking fund account established for 
the payment of interest on, and principal of, such obligations.” 


39. Page 49, line 7, strike “That subsection” and insert ‘Sub- 
section’’; line 19, strike “(1)”; strike the comma on line 24 and strike 
line 25 and all that follows through the word “institution” in line 
10, page 50. 

40. Strike page 51 and all that follows through line 14, page 73, 
and insert the following: 

TITLE IV—MILITARY HOUSING 


PRIVATELY FINANCED MILITARY HOUSING 


, 


and the quotation marks 


Sec. 401. Section 803 of the National Housing Act, as amended, is hereby 
amended— 
(1) by striking out of the second proviso of subsection (a) “June 30, 1955” 
and inserting in lieu thereof “June 30, 1958”; 
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(2) by striking out the last sentence of paragraph (2) of subsection (b) and 
inserting in lieu thereof the following: ‘‘No mortgage shall be insured under 
this title unless the Secretary of Defense or his designee shall have certified 
to the Commissioner that the housing with respect to which the mortgage is 
made is necessary to assure that adequate housing, within reasonable com- 
muting distance of the installation, will be available for such personnel and 
that there is no intention, so far as can reasonably be foreseen, to substantially 
curtail activities at such installation or the personnel assigned or to be as- 
signed to such installation,’’; 

(3) by striking clause (C) of paragraph (3) of subsection (b) and inserting: 

“(C) not to exceed an average of $9,900 per family unit for such part of 
such property or project as may be attributable to dwelling use, except that 
where the Secretary of Defense or his designee, in exceptional cases, certifies 
and the Commissioner concurs in such certification that the needs would be 
better served by single-family detached dwellings or dwelling structures designed 
for two-family residence the mortgage may involve a principal obligation not 
to exceed $10,800 per dwelling in the case of single-family detached dwellings, 
or not to exceed $20,500 per structure in the case of two-family structures, 
for such part of such property as may be attributable to such dwellings or 
structures: Provided, That the Commissioner may by regulation increase the 
$9,900 limitation by not exceeding $900 in any geographical area where he 
finds that cost levels so require.’’; and 

(4) by inserting after the word “amended” at the end of the second sen- 
tence of paragraph (3) of subsection (b): “‘, except that the amount to be 
included in ‘actual cost’ (as defined in subsection (c) of said section 227) as the 
allowance for builder’s profit where the mortgagor is also the builder as 
defined by the Commissioner shall be an amount equal to 10 per centum of 
said ‘actual cost’ ”’. 

Sec. 402. Whenever the Secretary of Defense or his designee shall deem it 
necessary, he may enter into an agreement with the owner or owners thereof to 
purchase unimproved land or any housing financed with mortgages insured under 
title VIII of the National Housing Act, as amended. Notwithstanding the 
provisions of any other law except as may hereafter be enacted in express amend- 
ment hereof, the price paid for any such unimproved land or housing purchased 
by the Secretary of Defense or his designee under this or any other law shall be 
the fair market value of such unimproved land or housing as determined by the 
Secretary of Defense or his designee on the basis of an independent appraisal. 
In connection with anv agreements to purchase any such housing, the Secretary 
of Defense or his designee may assume, or may purchase subject to, any such 
mortgage and pay in cash any difference between the outstanding principal 
obligation of such mortgage and the fair market value of such housing which in 
the case of new housing built in conformance with specifications furnished by the 
armed services and where there has been no deterioration chargeable to the 
negligence or fault of the builder the fair market value shall not be less than the 
actual cost of construction making due allowance for normal depreciation. When- 
ever the Secretary of Defense or his designee shall deem it necessary, he may cause 
proceedings to be instituted in any court having jurisdiction of such proceedings 
to acquire by condemnation any unimproved land or any housing financed with 
mortgages insured under title VIII of the National Housing Act, as amended, 
either subject to said mortgages or acquiring all interest in said property. Any 
condemnation proceedings herein provided shall be conducted in accordance with 
the provisions of the Act of August 1, 1888 (25 Stat. 357), as amended, or any 
other applicable Federal statute. Before condemnation proceedings are instituted 
pursuant to this section, an effort shall be made to acquire the property involved 
by negotiation unless, because of reasonable doubt as to the identity of the owner 
or owners, because of the large number of persons with whom it would be necessary 
to negotiate, or for other reasons, the effort to acquire by negotiation would 
involve, in the judgment of the Secretary of Defense or his designee, such delay 
in acquiring the property as to be contrary to the interest of national defense. 
In any condemnation proceeding instituted pursuant to this section, the court 
shall not order the party in possession to surrender possession in advance of final 
judgment unless a declaration of taking has been filed, and a deposit of the 
amount estimated to be just compensation has been made, under the first section 
of the Act of February 26, 1931 (46 Stat. 1421), providing for such declarations. 
Unless title is in dispute, the courts, upon application, shall promptly pay to the 
owner at least 75 per centum of the amount so deposited, but such payment shall 
be made without prejudice to any party to the proceeding. Property acquired 
under this section may be occupied, used, and improved for the purposes of this 
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section prior to the approval of title by the Attorney General as required by section 
355 of the Revised Statutes, as amended. 

Sec. 403. There are hereby authorized to be appropriated such sums as are 
necessary to carry out the purposes of section 402 of this title. 


41. Page 77, strike line 21 and all that follows through line 10, 
page 85. 

42. Page 85, line 11, strike “VI” and insert “V”’; and in line 12, 
strike ‘601. (a)’’ and insert “501.”. 

43. Page 85, strike line 14 and all that follows through line 17, 
page 87. 

44. Page 87, line 18, strike “(3)” and insert “(1)”; line 23, strike 
“(4)” and insert “(2)”; and on page 88, line 1, strike “(5)” and 
insert ‘‘(3)’’. 

45. Page 88, strike lines 6, 7, 8, 9, and 10. 

46. Page 88, line 11, insert the following new section: 


Sec. 502. The United States Housing Act of 1937, as amended, is hereby 
amended by adding the following sentences to subsection 12 (f): “Notwithstanding 
any other provisions of law, upon the filing of a request therefor within six months 
after the effective date of this sentence, the Authority may relinquish, transfer, 
and convey without monetary consideration, all its rights, title and interest in 
and with respect to any such project or any part thereof (including such land as 
is determined by the Authority to be reasonably necessary to the operation of 
such project and contractual rights to revenues, reserves, and other proceeds 
therefrom) to any public housing agency whose area of operation includes such 
project. Any such relinquishment shall be conditioned upon preference for 
occupancy in such projects being given first to low-income agricultural workers 
and their families and, second, to other low-income persons and families: Provided, 
That any vacant accommodations for which there are no eligible applicants in these 
preference groups may be occupied by other persons or families but shall be vacated 

romptly when needed to house any such eligible applicants: Provided further, 
That the project shall be so utilized, or utilized for other public purpose, for a 
period of ten years from the date of relinquishment. In any conveyance here- 
under, the Authority shall reserve to the United States of America all mineral 
rights of whatsoever nature upon, in, or under the property including the right of 
access to and use of such parts of the surface of the property as may be necessary 
for mining and saving the minerals. The Authority may dispose of any project 
or part thereof not relinquished or conveyed under this subsection, or any rever- 
sionary or other rights in any such project, pursuant to subsection (e) of section 
13 of this Act, notwithstanding the parenthetical clause in said subsection.” 
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INTRODUCTION 


The Committee on Banking and Currency held general housing 
hearings which extended from May 23 to June 10, 1955. Executive 
sessions extended from June 15 to 23, 1955. The views of the execu- 
tive branch of the Government were presented by Hon. Albert M. 
Cole, Housing and Home Finance Administrator, and the heads of 
the several constituent agencies of the Housing and Home Finance 
Administration. Other witnesses representing all shades of opinion 
in regard to housing legislation appeared and were afforded every 
opportunity to set forth their views. All witnesses were subjected to 
unusually lengthy and searching interrogation by the members of the 
committee. The printed hearings including appropriate exhibits 
cover 636 pages. 

S. 2126, as reported by your committee, is a comprehensive measure 
designed to extend and clarify laws relating to housing, to assist our 
people to acquire good homes, and to assist our communities to de- 
velop wholesome neighborhoods. It includes the following provisions: 

Title I would extend and liberalize various mortgage insurance pro- 
grams carried on by the Federal Housing Administration, amend the 
charter of the Federal National Mortgage Association, increase the 
capital grant authorization for the slum clearance and urban renewal 
program, extend the low-rent public housing program, establish a 
housing program for elderly persons of low income, and establish the 
Home Loan Bank Board as an independent agency. Title II would 
establish a program of public facility loans. Title IT] would expand 
the college housing program. Title IV would liberalize and eatend 
the Wherry Act military housing program. Title V would extend the 
farm housing program authoviond: by title V of the Housing Act of 
1949 for an additional year. 


TITLE I—GENERAL HOUSING AMENDMENTS 
Freperat Hovusina ADMINISTRATION 
FHA TITLE I HOME REPAIR AND MODERNIZATION PROGRAM 


Under this program the FHA insures lending institutions against 
loss on home repair and modernization loans. FHA liability is limited 
to 90 percent of loss on individual loans. Under existing law home 
repair and modernization loans for existing structures may not exceed 
$2,500 and the program terminates on July 1,.1955. The Senate bill 
would extend this program for 5 years and increase such loan limit 


to $3,000. In accepting the proposed increase in the loan limit to 
$3,000 your committee was of the opinion it was advisable to provide 
only for a 1-year extension in the termination date of the program. 
A housing subcommittee of the House Banking and Currency Com- 
mittee will conduct a comprehensive study of government housin 
programs and it was felt this subcommittee should look into the title 
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program and evaluate changes that might be made in the program such 
as amount of loan, maturity permitted, and scale of interest charges, 
At that time the subcommittee could also appraise the effects of the 
present increase in the loan limit. 

Last year the Congress amended the FHA title | home loan repair 
and modernization insurance authority so that no such loan could be 
insured with respect to a new residential structure unless it had been 
completed and occupied for at least 6 months. The purpose of this 
provision was to prevent the proceeds from a title I loan being used in 
whole or in part to finance the downpayment required on a mortgage 
loan on anew home. Your committee recommends that this waiting 
period be reduced to 2 months as it is believed such period will still 
accomplish the original objective sought but at the same time will not 
unduly restrict a new homeowner in financing desirable improvements 
permitted under the FHA title I program. In modifying this pro- 
vision, however, the committee wishes to reiterate its firm direction to 
the FHA Commissioner to take all actions necessary so that no part 
of the loan proceeds of an FHA title I loan could be used to meet 
downpayment requirements in connection with the purchase of a new 
home. 

TRAILER PARKS 


The Senate bill contained a provision which would have permitted 
the FHA to insure loans made for the purpose of constructing facilities 
for trailer courts or parks. The bill authorized insurance of such 
loans under section 207, and provided that mortgages could not 
exceed $1,000 per space or $300,000 per mortgage. Several questions 
arose in connection with such proposed insurance authority such as (1) 
would this not be contrary to the policy of the Congress of limiting 
FHA insurance to providing housing accomodations for other than 
transient occupancy, (2) what would be the impact on communities 
with respect to the services a community must provide, (3) how would 
such site improvements fit in with overall community plans for de- 
velopment, (4) what use could be made of such improvements in reuse 
of the site for other housing purposes, and (5) should a statutory limit 
be placed on the term of such loans. The committee was of the 
opinion this subject should be referred to its Subcommittee on Housing 
for further study and accordingly deleted this proposed insurance 
authority from the bill. 


MORTGAGE CEILINGS FOR MULTIFAMILY HOUSING 


Since 1938, section 207 of the National Housing Act, as amended, 
has contained provisions which limit the maximum amount of a mort- 
gage for large-scale rental housing as follows: 

1. Five million dollars in the case of a rental project developed and 
owned by a private enterprise corporation; and 

2. Fifty million dollars in the case of a rental project developed and 
owned by public instrumentalities, or private limited dividend or 
housing corporations restricted by Federal or State laws or regulations 
of State banking or insurance departments as to rents, charges, capital 
structure, rate of return, or methods of operation. 

Until recently, the $5 million limitation with respect to large-scale 
rental housing projects developed by private enterprise corporations 
had been uniformly interpreted by the Federal Housing Administra- 
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tion as applicable to the amount of the individual mortgage. Thus, 
so long as each rental project developed by such a corporation was a 
separate project and the mortgage with respect to each such project 
did not exceed $5 million, several such projects could be built at the 
same time on contiguous sites by mortgagor corporations under com- 
mon ownership. There has never been, and should not be, any objec- 
tion to such procedure so long as each such contiguous project is 
covered by a mortgage which does not exceed the applicable dollar 
limitation and is a separate project which can be sold separately and 
managed separately. Such administration of these provisions of the 
act have made possible the development of many of the large-scale 
rental housing projects urgently needed in the larger metropolitan 
centers, and your committee feels very strongly that such procedure 
should be continued. 

In view of the increase in construction costs which has occurred 
since 1938 when this $5 million limitation was enacted the Federal 
Housing Administration recommended that this limitation be increased 
to $12.5 million. In addition, however, the Federal Housing Admin- 
istration recommended the inclusion of provisions which would 
extend the application of the limitation beyond the amount of each 
individual mortgage as has been the case in the past, and make it 
applicable also to the total amount of commitments issued and out- 
standing under section 207 at any one time with respect to a project 
or projects in the same housing market area involving the same 
mortgagor corporation or mortgagors under the same control. Your 
committee has retained the provisions increasing from $5 million to 
$12.5 million the limitation on the amount of each individual mort- 
gage, but has stricken from S. 2126, as reported, the provisions which 
would further extend the limitation to the total amount of commit- 
ments outstanding at any one time with respect to projects of the 
same mortgagor in the same housing market area. 

In the larger metropolitan areas, proper use of available sites and 
the economies obtainable through continuity of building operations 
on such sites require the development of large rental projects. Under 
the additional limitation proposed by the FHA, such operations, 
which in the past have been wholly successful and have contributed 
greatly to the proper development and growth of many of our large 
metropolitan centers, could be materially curtailed. Your committee 
believes that any such rigidity in legislation could be harmful to our 
cities and would not be in the public interest. 

The FHA Commissioner indicated that he felt the original $5 mil- 
lion limitation was imposed for the purpose of preventing any one 
builder from monopolizing a market—to prevent “one-man control 
of the housing in a community.” In this connection, your committee 
desires to point out the following: 

First, there is no basis in the legislative history of the limitation 
which supports any such assumption; 

Second, operations under this section in the past have not had any 
such result, and, as a practical matter, it is clear that the development 
of a large number of rental housing units on a single site by private 
corporations under common ownership in New York or Chicago or 
Philadelphia or any of our larger metropolitan areas could have little 
if any effect upon individual control of the rental housing market, and 
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Third, the development of well planned large-scale rental housing 
projects is essential to the orderly development and growth of our 
metropolitan areas. 

For the express guidance of the Federal Housing Commissioner, 

our committee again reiterates its intention that the $12,500,000 
imitation shall be applicable to the amount of each individual mort- 
gage and that the administrative practice heretofore applied is to be 
continued so as to permit several contiguous projects under common 
ownership so long as the amount of the mortgage on any such project 
does not exceed the dollar limitation and each such contiguous project 
is a separate project which, in the event it should become necessary, 
can be sold separately and managed separately from the other con- 
tiguous projects. 

COOPERATIVE HOUSING 


The bill contains provisions designed to reactivate the cooperative- 
housing program. ‘This program, authorized by the Congress in 1950, 
provides special mortgage insurance advantages to cooperatives 
organized to build and operate housing for occupancy of their members, 
or to construct homes for their members. It was a successful program 
for the middle-income group, and almost 300 projects, containing a 
total of more than 32,000 dwelling units, were built. However, since 
the enactment of certain restrictive provisions in the Housing Act of 
1954, this program has virtually come to a halt, except for projects 
covered by prior commitments. 

The committee believes that one of the principal obstacles to the 
success of this program is an amendment, recommended by the 
Federal Housing Administration and enacted last year, which had the 
effect of reducing the maximum amount of the mortgage eligible for 
insurance. This amount had previously been determined on the 
basis of the “estimated replacement cost” of the project. The amend- 
ment changed this basis to “estimated value.” S. 2126 would return 
to the use of ‘replacement cost” in determining the maximum mort- 
gage amount. 

Your committee has been seriously concerned about this matter. 
In recommending the amendment last year to change the section 
from a replacement cost to a valuation basis, the officials of the 
Federal Housing Administration assured your committee that the 
recommended change would not (except in the case of projects pro- 
posed for development in inferior locations) result in substantial re- 
ductions in the maximum amounts of insurable loans and therefore 
would not impede the program. However, experience has proven 
otherwise. 

It is the understanding of the committee that something in excess 
of 200 cases were in application status or had statements of eligibility 
issued by the FHA at the time of the passage of the Housing Act of 
1954. It is our intention that the new amendment will apply retro- 
actively to all these cases and all pending cases. ' It is also our feel- 
ing that cases which were withdrawn or expired because of the fact 
that the change incorporated in the Housing Act of 1954 made them 
infeasible, be reopened and reactivated by the FHA without the pay- 
ment of reopening or new fees, and that sponsors of such cases be 
give a 90-day period in which to decide whether to proceed under the 
new amendment. 
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As a second step to make the cooperative-housing-program opera- 
tive, S. 2126 would authorize the FNMA to make advance commit- 
ments for up to $50 million worth of cooperative housing projects at 
= given time. Not more than $5 million, however, would be avail- 
able in any one State. This would, in fact, be a revolving fund and 
would assure readily available financing for any project which might 
not be able to secure financing in the open market, either because of 
unfamiliarity with the program or an actual shortage of mortgage 
money. 

Thirdly, S. 2126 would provide for the appointment of a special 
assistant for cooperative housing. ‘The special assistant would be 
expected to give impetus and direction to the program to the end that 
its principal objective be achieved—the provision of good housing at 
lower cost and at lower monthly carrying charges for the consumer, 
particularly those in the middle-income group. 

It is expected that encouragement will be given to the development 
of consumer cooperatives consisting of those in which the board of 
directors of the cooperative are persons who have purchased member- 
ships and will reside in the projects, or where the board of directors 
consists of members of consumer, veteran, labor, religious, and similar 
organizations, or other nonprofit organizations formed for the purpose 
of assisting cooperative housing. 

It is further expected that the FHA will encourage the participation 
and cooperation of builders in the development and construction of 
projects for independently sponsored and organized consumer 
cooperative corporations, and that in those cases where cooperatives 
are sponsored by a builder, adequate safeguards against abuse will 
be established to be certain that the benefits intended under this 
section will accrue to the consumer. 

Another provision would make it possible for cooperative groups 
of Government-owned housing projects to use the cooperative 
mortgage provisions of the act to purchase such projects on a coopera- 
tive basis. 

Finally, an amendment added by your committee to S. 2126 would 
provide for a reduction in the required percentage of veteran participa- 
tion in cooperative projects from 65 percent to 50 percent in order to 
obtain the maximum allowable mortgage. This would give a broader 
group of veteran and nonveteran home purchasers in multifamily 
projects the kind of liberal mortgage already provided for single-family 
home purchasers under section 203. 

In connection with the cooperative-housing insurance program your 
committee has received several complaints from the cooperative ten- 
ants that the data respecting cost of construction, reserves, mainte- 
nance costs, and other factors were materially increased over the 
amounts furnished them at the time they entered the project. Since 
these costs and reserve allowances have a direct bearing on the monthly 
payments required to meet debt service, and operating costs, your 
committee believes that the FHA should make every effort to assure 
that all items of expense together with an accurate estimate of con- 
struction costs be made available at the inception of these projects. 
In this manner the prospectus of a project which is approved by the 
FHA prior to its release will give a true picture of the costs to be in- 
curred and a more accurate determination of the monthly payments 
and many of the difficulties which participants in these projects have 
experienced will be eliminated in the future. 
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INCREASE IN FHA MORTGAGE INSURANCE AUTHORIZATION 


The general mortgage insurance authorization of the Federal Hous- 
ing Administration would be increased to authorize FHA mortgage 
insurance up to the aggregate of outstanding insurance liability and 
commitments on June 30, 1955, plus $4 billion. On the basis of cur- 
rent estimates this increase in their general mortgage insurance 
authorization will take care of the estimated amount of home financing 
which will be assisted by FHA mortgage insurance during fiscal year 
1956. 


SECTION 220. MORTGAGE INSURANCE FOR HOUSING IN 
URBAN RENEWAL AREAS 


Experience since the enactment of the Housing Act of 1954 has 
demonstrated that substantial modifications in existing programs for 
private-enterprise participation in the rehabilitation or redevelopment 
of blighted areas are essential if the important urban renewal objec- 
tives of that law are to be realized. This conclusion is supported by 
testimony before your committee by representatives of the municipal 
authorities responsible for local renewal programs as well as by spokes- 
men for the private building industry. 

The basic provision in the Housing Act of 1954 to provide for the 
widespread application of private initiative and private financing to 
the rehabilitation or construction of housing in blighted areas was the 
establishment of a new program of FHA mortgage insurance for such 
activities under section 220 of the National Housing Act. 

In recommending this new program in its report on the Housing 
Act of 1954, your committee stated: es 

The provisions of the section 220 program should provide a stimulus to loca| 

community action and encourage the support of builders, lenders, and others in 
the rehabilitation of blighted areas. 
Nevertheless, more than 10 months after the enactment of section 220, 
not a single mortgage insurance commitment has been issued under 
this new FHA program, notwithstanding widespread interest on the 
part of local renewal agencies and private builders and lenders and 
the availability of numerous sites where operations could have com- 
menced immediately. 

In enacting section 220, Congress clearly recognized that the FHA 
section 207 mortgage insurance program is not designed for use in the 
older city areas where urban renewal activity is urgently needed. 
The present law likewise recognizes that a separate FHA program, 
incorporating standards and objectives directly related to the urban 
renewal program is necessary to attract large-scale private-enterprise 
participation in the job of urban renewal. 

This is further emphasized by the provisions in the Housing Act of 
1954 expressly limiting the use of section 220 mortgage insurance to 
areas for which an urban renewal plan or urban redevelopment plan 
has been officially adopted by the community involved and approved 
by the Housing and Home Finance Administrator. Before section 220 
can become available, the Administrator is also required to certify to 
the FHA Commissioner that “there exist the necessary authority and 
financial capacity to assure the completion of such redevelopment or 
urban renewal plan.” 
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This provision is clearly intended to assure that section 220 will 
not be used to finance spot improvements in blighted areas but rather 
will be a basic tool for private participation in the upgrading cf entire 
neighborhoods or groups of neighborhoods, supported by an official 
local plan. 

Furthermore, because of the relationship of section 220 to the urban 
renewal program, the present law omits from section 220 the require- 
ment of sections 2€3 and 207 that each property must be found by 
FHA to be economically sound. Instead, recognizing the special 
requirements of the urban renewal problem, the present law directs 
the FHA to rely on the certification by the HHFA Administrator, 
previously referred to, that the urban renewal or urban redevelop- 
ment plan as a whole will be carried out. 

Despite this statutory emphasis upon the validity of the urban 
renewal or urban redevelopment plan as the basis for section 220 
mortgage insurance, testimony before your committee indicates that 
serious difficulties are being experienced in securing FHA valuations 
under section 220 which will approximate the FHA’s own estimates 
of total development costs. Furthermore, this testimony indicates 
that the problem of securing satisfactory FHA valuations under 
section 220 in the older neighborhoods where urban renewal and urban 
redevelopment are urgently needed is one of the principal reasons for 
the absence of production under this program since any excess in 
actual total development cost over the FHA valuation must be met 
by increased cash equity investment over and above the equity con- 
templated by the statute. 

Your committee understands, of course, that the FHA’s concept of 
“valuation” represents subjective judgments. While it is possible 
that in the course of a considerable period of time FHA’s normal 
“valuation” procedures could be adapted to the new and different 
requirements of urban renewal and the necessary uniformity of these 
subjective judgments obtained on a basis which would eventually 
permit the urban renewal program to move ahead, your committee 
feels that the latter program is so important and urgent that we cannot 
afford the luxury of the slow and time-consuming process apparently 
required for the appropriate adjustment of FHA’s valuation pro- 
cedures. Accordingly, S. 2126 amends section 220 to provide that 
the maximum mortgage amount be computed on the basis of the 
“estimated replacement cost” of the property or project rather than 
the “estimated value” of the property or project. 

In approving this change from a ‘value’ standard to a “replace- 
ment cost” standard, your committee has recognized that there are 
necessarily many technical difficulties in coordinating mortgage 
insurance aids with urban redevelopment or urban renewal aids, and 
it is the opinion of your committee that the new standard will eliminate 
or reduce some of these difficulties. However, because the rehabilita- 
tion of large urban areas is intrinsically a complex process, your 
committee believes that the Federal Housing Administration and the 
Urban Renewal Administration should continue to make every effort 
to devise new procedures and standards, or to modify old procedures 
and standards, with a view to the most efficient coordination of their 
respective activities so that more rapid progress may be made in 
utilizing FHA special aids for urban Nanewal. 
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Your committee wishes to emphasize that under the cost-certifica- 
tion provisions of section 227 of the National Housing Act, there will 
be full protection against any “windfalls” to the sponsors of section 
220 multifamily projects. Under cost certification, if the actual costs 
of a project are less than the FHA’s estimate, the savings will be 
applied to reduction in the principal amount of the insured mortgage 
to the maximum percentage of replacement cost specified in the 
statute. 

The question arose before your committee as to whether the builder’s 
profit allowed by FHA regulation for mortgagor-builders of multi- 
family housing projects was sufficient to induce widespread participa- 
tion in the construction of such projects. Because of the many 
factors involved in this subject, your committee has referred the 
matter to its housing subcommittee for further study. 


APPLICATION OF COST CERTIFICATION TO SECTION 220 5- TO 11-UNIT 
MORTGAGES 


Section 227 of the National Housing Act enacted last year in the 
Housing Act of 1954 requires that mortgagors of FHA multifamily 
rental projects certify to their actual cost of construction including 
land. This provision was enacted to prevent windfall profits and 
requires that proceeds of the mortgage loan that are in excess of the 
allowable costs be used to reduce the amount of the mortgage. Section 
220 (d) (3) (A) authorizes the insurance of mortgages covering resi- 
dences designed for 5 to 11 families. These residences would obviously 
be for rental use. The other FHA multifamily rental insurance 
programs require that the project contain 12 or more units. The 
section 220 program authorizing 5- to 11-unit projects is unique in this 
particular. Your committee believes that the cost-certification 
provision should apply to the 5 to 11 section 220 program and the 
bill contains an amendment to achieve that result. 


MISCELLANEOUS FHA AMENDMENTS 


Section 221.—The bill contains two provisions which relate to the 
mortgage insurance program for families who leave urban renewal 
areas. First, the bill would remove the cost certification require- 
ments frem mortgages on 1- to 4-family homes under this program. 
This is the only section of the National Housing Act where cost 
certification is now applicable to housing built for sale. Cost certifi- 
cation does not properly apply to sales housing, because the profit of 
the builder is determined by the sales price rather than the maximum 
amount of the mortgage established by FHA. Second, the bill would 
broaden the category of families eligible for occupancy in housing 
assisted under this program. Under existing law, these families are 
limited to those “displaced” from urban renewal areas. The bill 
would permit families to be eligible who voluntarily leave the urban 
renewal areas. 

Transient use of multifamily housing—Last year, the committee 
recommended and the Congress enacted, as part of the Housing Act 
of 1954, specific prohibitions against transient occupancy of multi- 
family housing covered by FHA mortgage insurance. Certain ex- 
ceptions were made for resort areas. It was not the committee’s 
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intention that this exception be applied to large cities or metropolitan 
areas which are only incidentally resort areas, and the FHA is re- 
quested to limit its application of the exception accordingly. 


EXTENSION OF FHA TITLE IX FOR DEFENSE AREAS 


The bill would extend title IX of the National Housing Act, and 
certain other special aids for critical defense housing areas, for 1 year 
on a standby basis. This would continue the present status of these 
programs, which require special action by the President for each new 
project undertaken, 


PROTECTION OF HOMEOWNERS EQUITY 


Discussion was had by the committee of the question of protection 
of the equity of a homeowner from hazards beyond his control such 
as the necessity of meeting unexpected heavy medical expenses or 
prolonged unemployment which might make it difficult or impossible 
for the homeowner to maintain current monthly payments on his 
home. The question was raised as to whether such protection could 
be provided through a system of equity insurance, or through some 
other device such as provision for postponement of current payments 
to be made up later in the schedule of mortgage payments or covered 
by an extension of the period of repayment. The committee believed 
it was advisable to have this question given further study by its 
housing subcommittee. 


FreperAL NaTIonaAL MortGaGe ASSOCIATION 


The Houstng Act of 1954 provided that the prices to be paid for 
mortgages by the rechartered FNMA should be established from time 
to time by FNMA “at the market price for the particular class of 
mortgages involved.” Your committee proposes an amendment to 
this pricing policy to give FNMA more discretion in setting its pur- 
chase prices. The Association would be required to set its purchase 
prices at a reasonable price level, taking into consideration such factors 
as the market for mortgages of the same general class, yields on, and 
reasonbly foreseeable price trends of other forms of long-term invest- 
ment including long-term Government bonds. 

The Housing Act of 1954, in rechartering FNMA, provided that 
each mortgage seller must make payments of nonrefundable capital 
contributions to FNMA equal to a percentage of the unpaid principal 
amount of mortgages purchased by FNMA. This was fixed at 3 
percent with discretionary power to FNMA to require a greater 
ges ry Your committee has instructed its subcommittee on 

ousing to make a thorough investigation to determine whether or 
not the 3-percent minimum figure should be reduced. 


Stum CLEARANCE AND Ursan RENEWAL 


CAPITAL GRANT AUTHORIZATION 


_ Under the provisions of the Housing Act of 1949, capital grants 
in the aggregate amount of $500 million were authorized to assist in 
carrying out the slum clearance and urban redevelopment program, 
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and this capital grant authorization was made available for the broader 
urban renewal program under the Housing Act of 1954. The bill 
would increase that authorization by an additional $200 million to 
be made available on July 1, 1955, and another $200 million to be 
made available on July 1, 1956. Also, the President would be author- 
ized to increase the authorization at any time or times by not to 
exceed $100 million. 

_ By June 30 of this year, the entire $500 million capital-grant author- 
ization will be committed, including the $50 million reserve for over- 
runs. By December 31, 1955, it is estimated that capital grants in 
the aggregate amount of $585 million will be committed, of which 
$60 million will represent a reserve for overruns. By June 30, 1956, 
a total of $700 million will have been committed under the present 
program, of which $70 million will constitute a reserve for overruns. 
The Housing and Home Finance Agency advises that thereafter the 
commitment of capital grants will increase at a more rapid rate. The 
scope of the present program and the anticipated increase in the 
number of municipalities that will participate will accelerate capital- 
grant commitments to the point that about $1 billion of capital-grant 
authorization would be fully committed by about June 30, 1957. 

The need for legislation at this time providing for the additional 
authorization required for use over a period of more than 2 years 
arises out of the type of program involved. Many months of prelim- 
inary work are required to develop an urban renewal project. In 
order to participate, the local community must make long-range plans 
involving such matters as establishing and maintaining an appropri- 
ate urban renewal organization, making surveys, preparing plans, 
revising capital improvement programs, and moviting funds. For 
these reasons, local communities need assurance that capital-grant 
funds are authorized and will be available at the time needed. Even 
planning advances for a project are not normally made unless there 
is available adequate capital-grant authorization to cover the project. 
The additional authorization is thus essential to enable local commu- 
nities to commence and carry out necessary preparatory activities 
and to keep the urban renewal program moving forward. 

Under existing law, not more than 10 percent of the total capital 
grants authorized may be expended in any one State, except that an 
additional $35 million may be allocated for use in States where more 
than two-thirds of the amounts they could otherwise receive have 
been legally obligated. It should be noted that this amount is part 
of, and not in addition to, the amount of capital grants to be author- 
ized. The bill would raise the present $35 million amount to $70 
million. Your committee has been advised that by June 30, 1955, 
the existing amount will be insufficient to cover needs in several States. 

Testimony was presented to your committee to the effect the 
provisions of section 105 (c) of the Housing Act of 1949 requiring 
that there be a feasible method for the temporary relocation of 
families displaced by slum clearance or urban renewal may not have 
been fully complied with in a number of cases. Your committee has 
instructed its subcommittee on housing to make a thorough study of 
this matter and report its findings early next year. 
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USE OF BLIGHTED VACANT AREAS FOR INDUSTRIAL REDEVELOPMENT 


The bill as amended by your committee would authorize loans and 
advances to be made under the slum clearance and urban renewal 
program authorized by title I of the Housing Act of 1949, as amended, 
to assist in the redevelopment of either predominantly open land or 
open land for industrial or other nonresidential uses. The local 
governing body would be required to determine that such redevelop- 
ment is necessary and appropriate to aid in the sound development of 
the community. The loans and unpaid advances to any local public 

ency for this purpose would not be permitted to exceed 2% percent 
of the estimated gross project costs of all the other urban renewal or 
redevelopment projects undertaken by that community. 

Your committee has amended the Senate provision for this purpose 
to remove from the provision authority to make capital grants to 
assist in redevelopment for industrial purposes of such areas. Under 
your committee amendment only loans and advances can be used 
for this purpose. Your committee has accordingly removed the 
additional $25 million in capital-grant authorization for this purpose 
provided in the Senate version of the bill. 

This provision for assistance to redevelopment for nonresidential 
uses or industrial uses will be used for such areas as are found in 
many communities adjacent to railroads or other industrial property. 
Under the present law, land which is not predominantly residential 
in character cannot (except in certain limited cases) be developed for 
industrial or other nonresidential use. 


TERRITORIAL Enasitinc Act Amenpep To AvurTrHorizE URBAN 
RENEWAL LEGISLATION 


Amendments would be made in the Territorial Enabling Act of 
1950 to broaden the authority of the governments of the Territories 
to enact laws for urban renewal activities. Under the 1950 act they 
were authorized to enact urban redevelopment laws. Since urban 
renewal activities are broader than urban redevelopment activities 
authority is needed to enact the broader urban renewal laws. 


Pusiic Housine 


EXTENSION OF AUTHORITY TO ASSIST COMMUNITIES UNDERTAKING 
LOW-RENT HOUSING 


The United States Housing Act of 1937 was amended by the Housing 
Act of 1949 to provide an additional program of public housing of 
not more than 810,000 dwelling units. This program was cut down 
by restrictions in appropriations acts in successive years until finally 
the Appropriation yo for 1954 prohibited any further public housing 
contracts until expressly authorized by Congress. In the Housing 
Act of 1954 such authorization was given for new contracts to be 
entered into during fiscal year 1955 covering up to 35,000 additional 
units, 

It is now generally recognized that if the slum-clearance and urban 
renewal program is to go forward, public housing must be provided 
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for low-income families displaced by these operations. Accordingly, 
the administration has recommended an extension of the present 
program for 2 more years with authorizations to contract for 35,000 
additional units in each year. 

Your committee, after careful consideration, is recommending 
legislation along these lines which would permit the Public Housing 
Administration to use any remainder of the authorization for 1955 
and to enter into further contracts for 35,000 additional units in 
fiscal year 1956 and a like number in fiscal year 1957. Any authori- 
zation not used during these fiscal years would be available until 
June 30, 1958. 

Your committee is also recommending the repeal of certain pro- 
visions in the Housing Act of 1954 which unduly restricted the public 
housing program and tied it exclusively to the slum-clearance and 
urban renewal program. This would have the effect of making some 
public housing available to meet the urgent needs of other low-income 
families including those (1) who leave the slums on their own initiative 
without being forced out as a result of governmental action, (2) who 
are displaced by private enterprise in the clearing of slum sites on its 
own initiative, or (3) who are displaced as a result of fire or other 
catastrophe. 

Your committee also recommends the repeal of several provisos in 
the Appropriation Acts for 1952, 1953, and 1954 which have had the 
effect of limiting the provisions of the substantive public housing 
statute. 

S. 2126 contains a further amendment which would increase from 
10 percent to 15 percent the total amount of financial assistance 
which can be made available for low-rent housing in any one State. 
The 10 percent limitation has proved to be too restrictive in the case 
of some States. 


HOUSING FOR ELDERLY FAMILIES OF LOW INCOME 


Your committee has been particularly impressed by the housing 
difficulties confronting elderly families of low income. Elderly 
persons are progressively increasing, not only in number, but also as 
a percentage of our total population. In 1940 there were 9 million 
persons over 65 years who represented 6.8 percent of our population, 
while by 1950 this number had increased to 12.3 million representing 
8.1 percent of the total. As the span of life continues to increase, 
the proportion of elderly citizens in our population will likewise 
increase. 

The housing conditions of the elderly are, in general, worse than 
those of other families. The 1950 census, for example, showed in 
respect to rented dwellings that 37.4 percent of those occupied by 
families over 65 were substandard, whereas only 29.9 percent of those 
rented by younger families were substandard. This is largely due to 
the fact that elderly families have lost most of their earning capacity 
and have much lower incomes than other families. 

This conclusion is borne out by statistics relating to elderly families 
now living in public housing projects. Families headed by persons 
65 years of age or over and consisting of two adults had an average 
income of only $1,227 a year in 1953 in contrast to $2,062 for all 
families then living in public bonsing. Only 17.2 percent of the elderly 
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families in public housing were living wholly on their own resources; 
52.7 percent of these families were on relief, while 30.1 percent were 
receiving public benefits such as old-age or survivors insurance. 

In order to assist in meeting the housing problems of elderly persons 
of low income, your committee is recommending a new subsection of 
the Housing Act of 1937 specifically concerned with this problem. 
These new provisions would authorize the Public Housing Admin- 
istration, after July 1, 1955, to enter into annual contributions con- 
tracts for an additional 10,000 dwelling units designed for use of the 
elderly, and a further 10,000 units after July 1, 1956. These units 
would in general be incorporated in other projects in order to permit 
the elderly to remain in contact with other families but, if local 
circumstances required, could be developed as separate projects. 
The authorization for annual contributions contracts is also increased 
by $3 million on July 1, 1955, and by a further $3 million 1 year 
thereafter. 

In addition to authorizing this new program, which is in addition 
to that authorized by section 108, the bill would provide as follows: 

1. Elderly families would be defined to include single persons 65 
years of age or over. The effect of this change would be to authorize 
the admission of such elderly single persons to public housing projects. 

2. Elderly families would be given a first preference for admission 
to all units developed pursuant to this section, and a first preference 
could also be extended to such families in respect to other low-rent 
units up to 10 percent of the estimated admissions in any given year. 

3. The Public Housing Administration would be authorized to 
permit local public housing agencies to reconstruct or remodel any 
low-rent housing to provide accommodations designed for elderly 
families. 

DISPOSITION OF LANHAM ACT PROPERTY 


The Senate bill contains provisions with reference to disposition of 
property acquired by the Government under the war housing program 
(Lanham Act). Under one of these provisions former owners of land 
being disposed of under the Lanham Act would be given a first 
preference in repurchasing such land from the Government. Two 
other provisions of the bill related to the disposition of specific Lanham 
Act permanent housing projects, one of 500 units located in Indiana 
and the other of 200 units located in Connecticut. The coramittee 
was of the opinion action on such requests should be postponed pending 
further study by its Housing Subcommittee of the problems and 
policies involved in the overall disposition problem. Accordingly, it 
has not included these disposition provisions of the Senate-passed bill. 

The Housing Act of 1954 contained an amendment to section 605 
(a) of the Lanham Act providing for the disposition of Government- 
owned property in any city in which on March 1, 1953, there were 
more than 10,000 temporary Government-owned housing units or in 
any two contiguous cities in one of which there were more than 10,000 
such units. The provision authorized the Housing and Home Finance 
Administrator to acquire, by purchase or condemnation, fee simple 
title to the land where such acquisition would expedite the orderly 
disposal or removal of such temporary housing by facilitating the 
availability of improved sites for privately owned housing needed to 
replace the temporary housing. 5. 2126 contains a further amend- 
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ment to this section which will expedite the disposition of this property, 
thus making it available at an earlier date to private enterprise for 
development in accordance with local zoning and other laws. The 
sale of the property by the Government shall be at the fair market 
value of the land, and the city or local public agency, as the case may 
be, would be required to pay in cash at least one-third of the price of 
the land upon its conveyance, and the entire price within 1 year there- 
after. The balance of the sales price not paid at the time of convey- 
ance shall bear interest at 4 percent and be secured by a mortgage 
lien. Your committee amended this section of the bill to relieve the 
Government of making payments in lieu of taxes with respect to 
property acquired by the Government pursuant to these provisions, 


Home Loan Bank Boarp 
INDEPENDENCE OF THE HOME LOAN BANK BOARD 


The bill would remove the Home Loan Bank Board, including the 
Federal Savings and Loan Insurance Corporation, from the jurisdic- 
tion of the Housing and Home Finance Agency and establish the Board 
as an independent agency in the executive branch of the Government 
and anes the name of the Board to the Federal Home Loan Bank 
Board. 

The home loan bank system was created in 1932 and was the first 
of the existing agencies of government established by the Congress to 
assist in the financing of the purchase and construction of homes. It 
was created as an independent agency in the executive branch of the 
Government. It continued as an independent agency of the Govern- 
ment until 1939 when it was placed under the Federal Loan Adminis- 
trator. In 1942 it became a part of the National Housing Agency 
which is now the Housing and Home Finance Agency. ‘The Board 
now operates under the general supervision and coordination of the 
Housing and Home Finance Administrator. 

The Board exercises administrative, legislative, and judicial powers 
similar to those exercised by the Federal Reserve Board and the 
Federal Deposit Insurance Corporation. The operations of the 
Federal home loan bank system and the Federal Savings and Loan 
Insurance Corporation relate to thrift and mortgage institutions of 
the savings and loan association type and provide a reservoir of credit 
and a system of insurance in this field similar to that of the Federal 
Reserve Board and the Federal Deposit Insurance Corporation in the 
commercial banking field. The Federal home loan banks, as are 
the Federal Reserve banks, are completely owned by their member 
institutions. The Home Loan Bank Board, the Federal Savings and 
Loan Insurance Corporation, and the home loan bank system 
operate from income received from their member institutions, are 
wholly self-supporting, and require no appropriation from the Congress 
for any of their operations. The Federal home loan bank system 
is a mutual institution owned entirely by its members and in addition 
to its capital stock, which is member-owned, raises funds in the 
private market through the issuance of obligations which are not 
guaranteed by the United States Government. Most, if not all, 
comparable regulatory agencies of the Government have an inde- 

endent status reporting directly to the Congress and to the President. 

n view of the fact that the Board was created originally as an inde- 
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pendent agency in the executive branch of the Government and the 
similarity of its functious with other agencies of the Government which 
have an independent status and the fact that its operations are entirely 
self-supporting, your committee believes that the Board should again 
be made an independent agency of the Government. The Senate bill 
would provide for the independent establishment of the Board and 
your committee has made no change in this respect. 

” Under the terms of S, 2126 as passed by the Senate the remainin 
capital stock owned by the Government in the Federal Savings and 
Loan Insurance Corporation, which will amount to approximately $55 
million in July of this year, would be retired through the issuance 
of debentures to the Federal home loan banks. S. 2126 as passed by 
the Senate also contains a provision which would permit the reduction 
of the statutory capital stock purchase requirement which member 
institutions are required to maintain in their regional home loan 
bank. At the present time each member institution is required to 
purchase an amount of stock in its regional bank equivalent to 2 per- 
cent of the aggregate of the members’ home mortgage loans. At the 
present time it is estimated that under the 2-percent capital-stock 
requirement these capital stock purchases will amount to from 80 to 
90 million dollars annually. Under the terms of the Senate-passed 
bill this could be reduced by 40 to 45 million dollars annually. It is 
the opinion of your committee that it would be more prudent to retain 
the present capital stock purchase requirement and thus increase the 
capital resources of the home loan bank system in the neighborhood 
of $200 million in the next 4 years. In this manner the present stat- 
utory method for retiring the remaining government-owned capital 
stock in the Federal Savings and Loan Insurance Corporation will 
accomplish the complete retirement of that stock within a 4- to 5-year 
period and at the same time 4 to 5 times that amount will be added to 
the resources of the home loan bank system. 


TERMINATION OF BANK MEMBERSHIP 


The bill would amend the Federal Home Loan Bank Act so as to 
provide that any member institution may be removed from member- 
ship if in the judgment of the Board the character of such institution’s 
management or its home-financing policy is inconsistent with sound 
and economical home financing or with the purposes of that act. 

The Bank Act currently provides that no institution shall be eligible 
to become a member of a bank if in the judgment of the Board its 
financial condition is such that advances may not safely be made to 
it or if the character of its management and home-financing policy 
is inconsistent with sound and economical home financing or with the 
provisions of the act. There is, however, no provision for removal 
of a member institution on these grounds once the institution becomes 
a member of the Federal Home Loan Bank System. ‘The bill would 
thus fill a gap in the statutory authority of the Board to terminate 
benefits to unsound institutions. 

The bill also expressly provides that a Federal savings and loan 
association may not voluntarily withdraw from membership. These 
institutions are required by law to become members of a Federal 
home-loan bank. The present law requiring these institutions to be 
insured does not permit them to voluntarily cancel insurance of 
accounts by the Federal Savings and Loan Insurance Corporation. 
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HOME IMPROVEMENT LOANS 


Federal savings and loan associations have authority to make loans 
not in excess of 15 percent of their assets if such loans are insured 
under the FHA title I modernization and repair program, or insured 
or guaranteed under the GI bill, or other loans for property altera- 
tion, repair, or improvement. However, such loans in the past have 
been limited to a specific maximum dollar amount unless under the 
FHA or GI programs. The Housing Act of 1954 in increasing the 
limit from $1,500 to $2,500 inadvertently made the $2,500 loan limit 
applicable to the FHA and GI programs. The bill would permit 
higher loans under these programs. An amendment adopted by your 
committee would lift the ceiling on conventional improvement loans 
from $2,500 to $3,000 which would conform to the proposed increase 
in section 101 (c) of the bill in the FHA title I loan program for 
individual homes from $2,500 to $3,000. 


INCREASE IN THE NUMBER OF ELECTED DIRECTORS IN CERTAIN FEDERAL 
HOME-LOAN BANKS 


The Federal Home Loan Bank Act presently provides for a board 
of 12 directors in each Federal home loan bank. Eight directors are 
elected to each board by the members of the bank and four are 
appointed by the Home Loan Bank Board. The bill would permit 
the board to increase the number of elective directors of any Federal 
home loan bank having a district which includes five or more States 
comprising such district to a number not exceeding twice the number 
of States in such district. It would require such additional elective 
directors to be apportioned as nearly as practicable in the same 
manner and order as elective directors are now apportioned with 
respect to different sizes of institution within the district. Your 
committee adopted an amendment to this provision to make it clear 
that in any Federal home loan bank district comprising 5 or more 
States every State shall be entitled to at least 1 elective director and 
no State shall have more than 8 elective directors. The committee 
amendment would also limit the number of elective directors in such 
districts to not exceeding eleven. 


FSLIC ADMISSION FEE 


The present law requires that the Federal Savings and Loan Insur- 
ance Corporation charge (in addition to premiums) a fee as an initial 
payment for obtaining insurance coverage. That admission fee is 
now based upon the reserve fund of FSLIC and must constitute an 
equitable contribution to that fund. The bill would change that 
requirement to provide that lending institutions applying for insur- 
ance hereafter shall pay an admission fee as determined by FSLIC, 
taking into consideration the cost of processing the applications. This 
would carry out a recommendation of the General Accounting Office 
and make the admission fee requirement more consistent with general 
insurance operations. 


Community Faciuitres 


The July 1, 1957, expiration date for the present advance planning 
program would be eliminated and the oe and Home Finance 
Administrator would be authorized to established a revolving fund 
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for the making of planning advances to local agencies for the prepara- 
tion of a “reservoir” rather than a “shelf” of planned public works. 
In addition to the $10 million authorized to be appropriated by the 
present law, there would be authorized to be appropriated to the 
revolving fund $12, $12, and $14 million to be made available on or 
after July 1, 1956, 1957, and 1958 and, in addition, such appropria- 
tions from year to year thereafter as may be estimated to be necessary 
to maintain not to exceed a total of $48 million in outstanding ad- 
vances (and any undisbursed balances in the fund) for plans of projects 
which can be expected to be undertaken within a reasonable period of 
time. 

Advances outstanding to public agencies in any one State would be 
limited to not more than 10 percent of the aggregate then authorized 
to be appropriated to the revolving fund. Under the present law 
not more than 5 percent of appropriations may be expended in any 
one State. Provisions would amt e added to the present law which 
would require a public agency to repay proportionate amounts of 
advances when only a portion of the construction of a planned public 
work is undertaken by the local agency. 

A new provision of law would be enacted to make the salary of the 
Community Facilities Commissioner of the Housing and Home 
Finance Agency the same as that of the heads of the constituent 
agencies of the Housing Agency, which under the Housing Act of 
1948, is $15,000 perannum. The Community Facilities Commissioner 
is presently receiving $14,800 per year pursuant to Public Law 359, 
8ist Congress and Public Law 375, 82d Congress. 


TITLE II—PUBLIC FACILITY LOANS 


For 21 years the Public Agency Division of the Reconstruction 
Finance Corporation assisted municipalities in financing public facility 
improvements, such as sewage and water distribution systems. Dur- 
ing this time, the program, aggregating more than $1.5 billion, was 
operated without loss to the Federal Government. Upon the dis- 
solution of the RFC, the authority for this program was specifically 
retained, to be operated by an agency to be designated by the Presi- 
dent. When such an agency was not designated, the Congress ap- 
proved legislation directing the Housing and Home Finance Agency to 
administer the program. However, in hearings this year the Com- 
missioner of the Community Facilities Administration, HHFA, has 
testified that only $2 million has been made available by appropria- 
tions last year for this program. He also has stated that of 308 
applications, only 7 had been processed and that most prospective 
applicants have therefore been discouraged. 

itle II would revive this program on an operating basis. It would 
create a revolving fund not exceeding $100 million outstanding at any 
one time. The fund would be established and maintained by HHFA 
through borrowings from the Treasury at rates of interest established 
by the Treasury, taking into consideration the current average rate 
on outstanding United States obligations of comparable maturities at 
the time of issuance. 

S. 2126 would provide a definite priority in administration to 
applications of smaller municipalities (defined as those with less than 
10,000 population). Loan maturities would be limited to 40 years. 
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The bill would designate the Community Facilities Administration of 
the HHFA as the responsible agency. This specific designation is 
intended to constitute assurance that the program will not be neg- 
lected. Your committee amended this title of the bill to make it 
clear that the program extended to the Territories and possessions, 
and the Commonwealth of Puerto Rico, as well as the several States. 


TITLE ITI—COLLEGE HOUSING 


The Housing Act of 1950 contains provisions under which the HHFA 
Administrator is given authority to make loans to educational institu- 
tions to assist in providing housing for their students and faculties. 
Such loan assistance is available only if the educational institution 
can show it is unable to secure the necessary funds from other sources 
upon generally comparable terms and conditions. The loan maturity 
may not exceed 40 years and the interest rate provided in the loan 
contract is determined by the Administrator except that such rate 
may not be less than a minimum rate determined by the Secretary 
of the Treasury by estimating the yield on outstanding marketable 
obligations of the United States having a maturity date of 15 or more 
years. At the present time the loan rate is 3% percent and by regula- 
tion the Administrator has provided that an educational institution 
under the “generally comparable” test may not obtain a Federal 
loan if the institution can obtain an outside loan within one-fourth 
of 1 percent of the going Federal rate on such loans. Under this 
program a revolving fund of $300 million was provided and not more 
than 10 percent of the loan funds provided can be made available to 
educational institutions within any one State. 

As of May 31, 1955, approximately $133 million of college-housing 
loans had been made or approved for 173 educational institutions. 
Of these totals 37 loans were to tax-supported institutions in a total 
approximate amount of $36 million and 136 loans were to private 
educational institutions in a total approximate amount of $97 million. 

The Senate bill would make several amendments to the existing 
college-loan program. The changes which have been approved by 
your committee would (1) broaden the loan authority to include loans 
for other essential service facilities, (2) extend the maximum loan term 
from 40 years to a maximum of 50 years, (3) change the interest rate 
formula which at the present time would provide a 2% percent interest 
rate on new loans and be made applicable to loans now under contract 
but on which final disbursements have not been made, (4) relate the 
test of availability of outside financing to terms “equally as favorable” 
rather than “generally comparable,” (5) increase the revolving fund 
by $200 million, and (6) prohibit any loan on a facility the construction 
of which was completed prior to the filing of a loan application. 

The Senate bill also redefined the term “educational institution” 
and included therein an affiliated nonprofit corporation organized 
solely for the purpose of providing housing and other educational 
facilities for the parent educational institution. This would make 
such an affiliated corporation eligible as an obligor on a Government 
housing loan. Your committee did not include the nonprofit affiliated 
building corporation in its redefinition of educational institution as the 
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committee was of the opinion the obligor on the loan should be the 
educational institution itself particularly in view of the fact that most 
of the educational loans made under the program are to private 
educational institutions. To date in the Government’s college-loan 
program there has been only one case in which an educational insti- 
tution sought to use an affiliated building corporation. The loan 
application was set up on the basis of the educational institution also 
being an obligor on the loan. The loan application was withdrawn 
prior to approval as the institution (a State university) was able to 
place its loan on favorable terms in the private investment market. 

Your committee added a cost certification requirement to the 
college loan provisions of the bill. This cost certification require- 
ment is consistent with the cost certification requirements in the 
National Housing Act and requires a borrower to apply the surplus, 
if any, of loan proceeds over actual costs to reduction of the loan. 
In practice such cost certification is already required by regulations 
issued under the college housing program but the committee was of 
the opinion this shhogil be a statutory requirement. 

It would appear that the private educational institutions of higher 
learning have largely overlooked financial assistance that would be 
available to them under already existing law in connection with the 
problem of housing for faculty members. Most such schools have 
funds for investment and do invest in mortgages as well as bonds and 
other securities. In many cases they will make home purchase mort- 
gage loans to faculty members but only on restricted conventional 
terms. For instance, one private midwestern university will make 
such a loan to a faculty member at 4% percent interest but only on a 
60 percent of value basis and for a term not to exceed 15 years. 
Such terms, of course, are of little benefit to faculty members because 
of the prohibitive amounts of cash downpayment and large monthly 
payments required. The institution on the other hand, and quite 
properly so, holds to the policy that its investment of endowment 
funds must be on a basis above criticism. However, if such an insti- 
tution would become an approved lender under the FHA-insured or 
VA-guaranteed home-loan programs for the purpose of making mort- 
gage loans to faculty members, it could then make 25- to 30-year 
mortgage loans with very moderate cash downpayment and monthly 
payment requirements and have a mortgage loan in its investment 
account that would be beyond any criticism. Certainly since Con- 
Fors in its national banking laws permits national banks to invest in 

HA and VA home-mortgage loans without regard to the rigid 
restrictions otherwise applicable to real estate loans it could hardly be 
contended that FHA-insured and VA-guaranteed mortgage loans could 
be other than prime investments for any endowment fund of an 
educational institution. 

In the case of FHA the educational institution to become an ap- 
proved lender would have to make a showing that it was equipped to 
make and service real-estate loans. In the case of the VA it would 
only be necessary for the educational institution to submit a proposed 
loan to a VA office for prior approval of the guaranty. Any of the 
regional offices of FHA or VA could advise an educational institution 
of the steps to be taken. 
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TITLE IV—MILITARY RENTAL HOUSING 


Title IV of the bill relates to privately financed military housing. 
It would bring the Wherry Act up to date, and make it a fully workable 
vehicle for obtaining privately built, privately financed, and privately 
owned housing in many areas where housing for the military may be 
needed. Under this act, some 88,000 units for military personnel have 
been or are in the process of being built by private enterprise with 
private funds. It does not seem desirable to abandon this useful act; 
rather, it seems preferable to try to make it as workable as possible 
and use it wherever it can do the job. 

S. 2126 as reported by your committee would extend the Wherry 
Act for 3 years until June 30, 1958, thus giving the military adequate 
time for planning and development, and make a number of other 
changes, including— 

(1) Elimination of the requirement for certification that the military 
installation is a permanent part of the Military Establishment and 
requiring a simple certification that the housing with respect to which 
the mortgage is made is necessary to assure that adequate housing, 
within reasonable commuting distance of the installation, will be 
available for such personnel and that there is no intention, so far as 
can reasonably be foreseen, to substantially curtail activities at such 
installation or the personnel assigned or to be assigned to such 
installation. 

(2) Increasing the present maximum mortgage amount per unit for 
multifamily housing from $8,100 (90 percent of $9,000) to $9,900 (90 
percent of $11,000), and by giving discretion to increase this to $10,800 
(90 percent of $12,000) where cost levels so require. 

(3) Increasing the maximum mortgage amount for single-family 
rental units from $9,000 (90 percent of $10,000) to $10,800 (90 percent 
of $12,000). 

(4) Permitting the construction of two-family rental housing struc- 
tures. 

(5) Providing for an allowance for eontractor’s or builder’s profit of 
10 percent of actual costs. 

S. 2126 also includes a provision which would permit the military 
to purchase any Wherry Act project, where the owner or owners of 
such project are willing, at the fair market value of the property as 
determined by independent appraisal, or to acquire the property by 
condemnation in case reasonable efforts to negotiate a purchase are 
unsuccessful. Where new housing buiit in accordance with military 
specifications is purchased, the bill provides that its fair market value 
shall not be less than the cost of construction, allowing for normal 
depreciation, where there has been no deterioration chargeable to the 
negligence or fault of the builder. 


SMOKE ELIMINATION AND AIR POLLUTION 


Title V of S. 2126 as passed by the Senate would provide for 
program of research and loans to assist in smoke elimination and air 
ollution. In view of the fact that the Senate had passed a separate 
ill, S. 928, entitled the “Air Pollution Control Act of 1955,” which 
was referred to the Committee on Interstate and Foreign Commerce, 
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has been considered by that committee, and ordered reported, your 
committee adopted an amendment which would strike the smoke- 
elimination and air-pollution provisions of S. 2126. 


TITLE V—FARM HOUSING 


S. 2126 as reported would provide for a continuation through fiscal 
year 1956 of the farm housing assistance program authorized in title 
V of the Housing Act of 1949 (Public Law 171, 81st Cong.). The bill 
as reported would authorize appropriations of an additional $100 
million for farm loans authorized to be made on adequate farms, an 
additional $2 million to permit the payment of annual contributions 
in connection with loans on potentially adequate farms, and an addi- 
tional $10 million for special grants and loans required to make farm 
housing safe and sanitary. 

During the entire life of the farm-loan program under title V some 
19,000 initial loans were made for a total of $97 million. This pro- 
gram has not been operative since June 30, 1954, but the need for 
it is shown by the increase in loans made under the Bankhead-Jones 
Act during the same period. Despite the fact that the Bankhead- 
Jones Act does not provide the full coverage of title V, its loan volume 
increased from $28 million in 1954 to $41 million for the first 10 
months of 1955. From the standpoint of economic soundness the 
records of the title V farm-loan program indicate that a great pre- 
ponderance of the loans made have been sound. As of December 31, 
1954, the regular payments as a percentage of the scheduled install- 
ments on these loans were 105.6 percent. There have been very few 
foreclosures under the program. 

Title V of the Housing Act of 1949 provides for— 

(1) Loans for housing and buildings on adequate farms up to 33 
years at not more than 4 percent interest. 

(2) Similar loans for housing and buildings on potentially adequate 
farms, supplemented by annual contributions applied as a partial 
credit on interest and principal payments, can be made to owners of 
farms which through enlargement or improvement can be made 
self-sustaining within a period of not more than 10 years. 

(3) Loans and grants for minor improvements and minimum repairs 
to farmhouses and buildings to assure decent, safe, and sanitary 
housing and buildings, and loans to enlarge or develop farms. 

Assistance can be provided to farmowners for themselves or for 
their tenants, lessees, sharecroppers, or laborers. A ‘‘farm’’ is defined 
as a parcel or parcels of land operated as a single unit which is used 
for the production of agricultural commodities and which customarily 
produces or is capable of producing such commodities of a gross annual 
value of not less than the equivalent of $400 in 1944. 

Last year your committee reported and the Congress enacted as part 
of the Housing Act of 1954 a similar extension of the title V program. 
Your committee deeply regrets that the executive branch of the Gov- 
ernment did not see fit to request any funds to carry out the intent of 
the Congress in this matter. As a result, the title V farm-housin 
program has been dormant since June 30, 1954. It is the hope o 


your committee that this act of omission will not be repeated this 
year, 
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TRANSFER OF FARM LABOR CAMPS 


Your committee adopted an amendment contained in section 502 
of the bill, as reported, authorizing the conveyance of farm labor 
camps to local public-housing agencies without payment for the prop- 
erty. The amendment would require such agencies to give first pref- 
erence in the occupancy of the farm labor camps to low-income agri- 
cultural workers and their families and second preference to other 
low-income persons and their families. The projects would be re- 
quired to be used for these purposes and other public purposes for a 
period of 10 years from the date of conveyance. It is the under- 
standing of your committee that many of these farm labor camps 
are in need of extensive repairs and that the conveyance of these 
projects would enable the local public-housing agencies to use project 
revenues to make the necessary repairs and improvements to the 
dwellings. Under existing provisions of law only maintenance repairs 
are authorized. 

In view of the fact that there may be valuable mineral deposits 
underlying some of these projects the amendment contains a provision 
directing the Government to reserve to the United States all mineral 
rights upon, in, or under the property, including the right of access 
to and use of such parts of the surface of the property as may be 
necessary for mining and saving the minerals. 
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SECTION-BY-SECTION SUMMARY OF THE 
BILL AS REPORTED 


SECTION 1. SHORT TITLE 


This section provides that the act may be cited as the “Housing 
Amendments of 1955”. 


SECTION 101. EXTENSION AND AMENDMENTS OF TITLE I 
FHA HOME-IMPROVEMENT PROGRAM 


Subsection (a) would amend section 2 of the National Housing Act 
to extend the FHA title I home repair, modernization, and improve- 
ment program for 1 year—from July 1, 1955, to July 1, 1956. Under 
the title | program the Federal Housing Administration insures lend- 
ing institutions against loss on home repair and modernization and 
improvement loans. FHA liability is limited to 90 percent of loss on 
individual loans and to 10 percent of all title I loans held by a lending 
institution. 

Subsection (b) would amend section 2 of the National Housing Act 
to provide that a house must have been completed and occupied for 
at least 2 months instead of 6 months, as is presently required, before 
a loan for improvements of the home is eligible for title I FHA 
insurance. 

Subsection (c) would amend section 2 (b) of the National Housing 
Act, as amended, to raise from $2,500 to $3,000 the ceiling on loans 
for home improvements, repair or modernization which can be insured 
under title I of the act. 


SECTION 102. TITLE II MORTGAGE INSURANCE 


The separate limitation of $100 million under section 203 (i) of the 
National Housing Act for farm-housing mortgages insured by FHA 
under that section would be eliminated by subsection (a) of section 
102. The Housing Act of 1954 perfected a consolidation of all out- 
standing FHA mortgage insurance authorizations (previously pro- 
vided for sees. 8, 203, 207, 213, 217, 603, 610, 803, and 903 of the 
National Housing Act) into a single authorization provided for under 
section 217 of that act, and eliminated the separate insurance limita- 
tion for each of the programs under these sections. This consolida- 
tion simplified FHA administration of the insurance authorizations 
and Presidential actions related thereto. 

The Housing Act of 1954 created several new mortgage insurance 
programs which are operated under the single mortgage insurance 
authorization, including farm home mortgage insurance under section 
203 (i) of the National Housing Act. owever, unlike the other 
sections, section 203 (i) contained a separate subsidiary authorization 
limitation of $100 million. 

Subsection (b) would revise the present dollar amount limitations in 
the National Housing Act for FHA insured mortgages financing multi- 
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TRANSFER OF FARM LABOR CAMPS 


Your committee adopted an amendment contained in section 502 
of the bill, as reported, authorizing the conveyance of farm labor 
camps to local public-housing agencies without payment for the prop- 
erty. The amendment would require such agencies to give first pref- 
erence in the occupancy of the farm labor camps to low-income agri- 
cultural workers and their families and second preference to other 
low-income persons and their families. The projects would be re- 
quired to be used for these purposes and other public purposes for a 
period of 10 years from the date of conveyance. It is the under- 
standing of your committee that many of these farm labor camps 
are in need of extensive repairs and that the conveyance of these 
projects would enable the local public-housing agencies to use project 
revenues to make the necessary repairs and improvements to the 
dwellings. Under existing provisions of law only maintenance repairs 
are authorized. 

In view of the fact that there may be valuable mineral deposits 
underlying some of these projects the amendment contains a provision 
directing the Government to reserve to the United States all mineral 
rights upon, in, or under the property, including the right of access 
to and use of such parts of the surface of the property as may be 
necessary for mining and saving the minerals. 
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SECTION-BY-SECTION SUMMARY OF THE 
BILL AS REPORTED 


SECTION 1. SHORT TITLE 


This section provides that the act may be cited as the “Housing 
Amendments of 1955”. 


SECTION 101. EXTENSION AND AMENDMENTS OF TITLE I 
FHA HOME-IMPROVEMENT PROGRAM 


Subsection (a) would amend section 2 of the National Housing Act 
to extend the FHA title I home repair, modernization, and improve- 
ment program for 1 year—from July 1, 1955, to July 1, 1956. Under 
the title I program the Federal Housing Administration insures lend- 
ing institutions against loss on home repair and modernization and 
improvement loans. FHA liability is limited to 90 percent of loss on 
individual loans and to 10 percent of all title I loans held by a lending 
institution. 

Subsection (b) would amend section 2 of the National Housing Act 
to provide that a house must have been completed and occupied for 
at least 2 months instead of 6 months, as is presently required, before 
a loan for improvements of the home is eligible for title I FHA 
insurance. 

Subsection (c) would amend section 2 (b) of the National Housing 
Act, as amended, to raise from $2,500 to $3,000 the ceiling on loans 
for home improvements, repair or modernization which can be insured 
under title I of the act. 


SECTION 102. TITLE Il MORTGAGE INSURANCE 


The separate limitation of $100 million under section 203 (i) of the 
National Housing Act for farm-housing mortgages insured by FHA 
under that section would be eliminated by subsection (a) of section 
102. The Housing Act of 1954 perfected a consolidation of all out- 
standing FHA mortgage insurance authorizations (previously pro- 
vided for sees. 8, 203, 207, 213, 217, 603, 610, 803, and 903 of the 
National Housing Act) into a single authorization provided for under 
section 217 of that act, and eliminated the separate insurance limita- 
tion for each of the programs under these sections. This consolida- 
tion simplified FHA administration of the insurance authorizations 
and Presidential actions related thereto. 

The Housing Act of 1954 created several new mortgage insurance 
programs which are operated under the single mortgage insurance 
authorization, including farm home mortgage insurance under section 
203 (i) of the National Housing Act. However, unlike the other 
sections, section 203 (i) contained a separate subsidiary authorization 
limitation of $100 million. 

Subsection (b) would revise the present dollar amount limitations in 
the National Housing Act for FHA insured mortgages financing multi- 
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family projects. The present $5 million limitation would be increased 
to $12.5 million for projects with private sponsorship under the regular 
section 207 rental housing program, the section 213 cooperative 
housing program, the section 221 program for housing for families 
displaced from slum clearance or urban renewal areas or as a result of 
Government action, and the section 220 program for the construction 
or rehabilitation of housing in slum clearance or urban renewal areas. 
Where the mortgagor of a section 207 rental housing project is a public 
body or subject to certain Federal or State supervision, under the bill 
the dollar limit with respect to any one mortgage instrument and with 
respect to the aggregate amount of such commitments shall be $50 
million. Where a cooperative is building housing which will be 
permanently occupied by its members and the cooperative is regulated 
or supervised by Federal or State law as to rents, charges, and methods 
of operation the dollar limit with respect to any one mortgage and with 
respect to the aggregate amount of commitments shall be $25 million. 

Subsection (c) would amend section 213 (b) (2) of the National 
Housing Act to provide that the basis for determining the maximum 
amount of a mortgage financing cooperative housing which can be 
insured by FHA under section 213 would be estimated “replacement 
cost” of the project instead of “estimated value” as is presently 
required. 

Section 213 (b) (2) would also be amended by subsection (d) of this 
section of the bill to reduce from 65 to 50 percent, the percentage of 
veteran members required in a cooperative in order to obtain the 
more favorable mortgage terms under section 213 for veterans’ 
cooperatives. 

Subsection (e) of this section would amend section 213 (d) of the 
National Housing Act to provide specifically that mortgage insurance 
can be provided by FHA under the multifamily provisions of section 
213 for structures consisting of eight or more family units. 

Subsection (f) would amend section 217 of the National Housing 
Act (the FHA general mortgage insurance authorization) to authorize 
FHA mortgage insurance up to the aggregate of outstanding insurance 
liability and commitments on June 30, 1955, plus $4 billion. It is 
estimated that this amount of insurance authorization will provide 
for the estimated amount of housing which will require FHA mortgage 
insurance assistance during fiscal year 1956. The amount of unused 
authorization under existing legislation remaining on June 30, 1955 
(estimated to be over $600 million), would be merged with the new 
additional authorization provided. Thus, the new additional au- 
thorization is estimated to be under $3.4 billion. 

Subsection (g) of section 102 of the bill would amend section 220 (d) 
(3) of the National Housing Act to provide that the maximum amount 
of a mortgage to be insured under section 220 of the National Housing 
Act may be determined on the basis of estimated ‘replacement cost” 
rather than “estimated value” as required by the present provisions 
of section 220. Section 220 provides for the insurance of mortgages 
financing the construction or rehabilitation of housing in slum clear- 
ance or urban renewal areas. 

Subsection (h) of section 102 provides that the Federal Housing 
Commissioner shall appoint a Special Assistant. for Cooperative 
Housing and provide the Special Assistant with adequate staff, whose 
sole responsibility would be to expedite operations of the FHA under 
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section 213 of the National Housing Act for the provision of mortgage 
insurance for cooperative housing. 

Subsection (i) of this section would amend section 227 of the 
National Housing Act to remove a requirement presently in that 
section that cost certifications shall be provided by builders of single- 
family homes with mortgages insured under section 221 of the act. 

Subsection (j) of section 102 would add a new provision to section 
227 of the National Housing Act. This new provision would require 
cost certifications from builders of 5- to 11-family residences with 
mortgages insured under section 220 (d) (3) (A) of the National 
Housing Act. Under the present provisions of section 227, mort- 
gagors on mortgages insured under section 220 (d) (3) (B) financing 
multifamily housing are already required to provide cost certifications. 

Section 221 of the National Housing Act would be amended by 
subsection (k) to permit the housing assisted under that section to be 
available for families living in an urban renewal area even though such 
families are not required by governmental action to leave the area. 
Section 221 provides FHA mortgage insurance for low-cost housing 
for families displaced by slum clearance or urban renewal activities or 
by other governmental action. 

Subsection (1) of section 102 would amend section 223 of the Na- 
tional Housing Act to permit cooperative housing groups to finance 
the purchase of Government-owned housing being disposed of under 
other provisions of law with the assistance of mortgages insured under 
the section 213 cooperative housing mortgage insurance provisions of 
the National Housing Act. 


SECTION 103. FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Subsection (a) of this section would amend section 304 (a) of the 
National Housing Act (the charter of the Federal National Mortgage 
Association) to provide that the Federal National Mortgage Associa- 
tion, in its secondary market operations, shall purchase home mort- 
gages at a reasonable price level, as determined by the Association, 
taking into consideration the market for mortgages of the same general 
class, and current yields on, and reasonably foreseeable price trends 
of, long-term Government bonds and other forms of long-term invest- 
ment. 

The Federal National Mortgage Association would be authorized 
by subsection (b) (which amends sec. 305 of the National Housing 
Act) to enter into advance commitments totaling not more than $50 
million outstanding at any one time to purchase cooperative housing 
mortgages insured by the Federal Housing Administration under 
section 213 of the National Housing Act. Not more than $5 million 
of the authorization provided could be used for commitments in any 
one State. 


SECTION 104. DEFENSE HOUSING AND COMMUNITY FACILITIES 


This section would amend section 104 of the Defense Housing and 
Community Facilities and Services Act of 1951, as amended, to extend 
for an additional year (until July 1, 1956) on a standby basis the 
authority in that act to provide assistance to defense housing and 
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community facilities and services. This would include extension of 
title IX of the National Housing Act which provides a special mortgage 
insurance program for defense housing. 


SECTION 105. SLUM CLEARANCE AND URBAN RENEWAL 


Subsection (a) of this section would increase the authorization in 
title I of the Housing Act of 1949 for capital grants for slum clearance 
and urban renewal by an additional $200 million to be made available 
on July 1, 1955, and another $200 million to be made available on July 
1, 1956. Also, the President would be authorized to increase the 
authorization at any time or times by an additional $100 million. 

Under section 106 (e) of the Housing Act of 1949, not more than 
10 percent of the capital grants authorized under title I of the Housing 
Act of 1949, as amended, may be expended in any one State, except 
that an additional $35 million (subject always to the limitation on 
the total authorization) of capital grants may be allocated to local 
public agencies in States in which more than two-thirds of the maxi- 
mum capital grants permitted in those States has been obligated. 
Subsection (b) of this section would increase the $35 million authori- 
zation to $70 million, which increase corresponds to the increase in 
the total capital grant authorization. 

Subsection (c) of section 105 would add a provision to section 110 
(c) of the Housing Act of 1949 which would authorize loans and ad- 
vances to be made under the slum clearance and urban renewal pro- 
gram to assist in the redevelopment of either predominantly open 
land or open land for industrial or other nonresidential uses. The 
local governing body would be required to determine that such re- 
development is necessary and appropriate. The loans and outstand- 
ing advances to any local public agency for this purpose would not be 
permitted to exceed 24% percent of the estimated gross project costs 
of all the other urban renewal or redevelopment projects undertaken 
by that agency. 


SECTION 106. URBAN RENEWAL IN TERRITORIES 


This section is a technical amendment to permit Territories to take 
full advantage of the provisions of title I of the Housing Act of 1949, 
as amended by the Housing Act of 1954, making financial assistance 
available for urban renewal projects. The Territorial Enabling Act 
of 1950 authorized the governments of the Territories to enact laws 
which would authorize municipalities or public authorities in those 
Territories to carry out slum-clearance and redevelopment projects 
which would be eligible for financial assistance under title I of the 
Housing Act of 1949. However, the Housing Act of 1954 added pro- 
visions to the Housing Act of 1949 to authorize Federal aid to urban 
renewal, which includes aid not only for land acquisition and clearance 
for redevelopment as previously provided, but also aid to help in 
preventing the spread of slums and blight through rehabilitation and 
conservation measures. This section would broaden the authority 
of the Territories in this respect to cover the broader urban renewal 
activities. 
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SECTION 107. PUBLIC HOUSING 


Subsection (a) of this section would terminate the requirement that 
before a contract for annual contributions to a public housing project 
can be entered into by the Public Housing Administration the com- 
munity must have a workable program for the prevention and elimi- 
nation of slums and blight in the locality. 

Subsection (b) would repeal a number of restrictive provisions in 
the Independent Offices Appropriation Acts for fiscal years 1952, 1953, 
and 1954 and subsection 10 (j) of the United States Housing Act of 
eh as amended. ‘The provisions which would be repealed are as 
follows: 

(1) An amendment which provides for negotiation of settle- 
ment of contracts for — housing (which has not been com- 
— constructed) where disapproval of the public housing to 

e provided under the contracts has been expressed by referen- 
dum or the elected representatives of the community. 

(2) A proviso that no new contracts with respect to public 
housing shall be entered into which would bind PHA for any 
future years with respect to loans or annual contributions for 
rad additional dwelling units unless authorized by Congress to 

0 sO. 

(3) The so-called Roanoke amendment which prohibited PHA 
from authorizing the construction of any projects in any locality 
in which the projects have been rejected by the governing body 
of the locality or by public vote unless the projects are sub- 


sequently approved by the same procedure through which they 
were rejected. 


(4) The so-called Gwinn amendment. 

(5) The provision which requires certain provisions in annual 
contributions contracts with respect to payment of net receipts 
in proportionate amounts to the Federal and local governments 
after obligations for which annual contributions are pledged have 
been paid in full by the local authority. 

Subsection (c) would amend section 10 (i) of the United States 
Housing Act of 1937, as amended, to permit the remainder of the au- 
thorization to execute annual contributions contracts in fiscal year 
1955 to be used, and to limit the number of additional units for which 
new contracts for loans and annual contributions can be made to 
35,000 units during each of the fiscal years 1956 and 1957. Any 
balances not utilized during these years would remain available until 
June 30, 1958. No further new contracts for annual contributions or 
loans could be entered into for additional dwelling units unless author- 
ized by the Congress. 

As amended by subsection (c), provisions presently in section 10 (i) 
of the United States Housing Act would be removed which (1) pro- 
hibit new contracts to be made except with respect to projects to be 
undertaken in a community in which there is being carried out a slum- 
clearance and redevelopment or urban renewal project assisted by the 
Federal Government, and (2) limit the number of dwelling units in a 
community under new contracts to the number of units needed for the 
relocation of families displaced as a result of Federal, State or local 
governmental action in the community. 
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Subsection (d) of section 107 would amend section 21 (d) of the 
United States Housing Act of 1937 to increase from 10 percent to 15 
percent the maximum portion of annual contribution and grant funds 
for public housing which may be made to any one State. 

Subsection (e) would amend section 605 (a) of the Lanham Act to 
authorize the Housing and Home Finance Administrator to acquire 
(where certain conditions exist) by condemnation a fee title to certain 
lands in Richmond, Calif., in which the Administrator now holds a 
less than fee simple interest, for use in the war housing and veterans’ 
housing programs. The Administrator would also be authorized, at 
the request of the city, to sell such land at fair market value to the 
city or to the local redevelopment agency upon payment of one-third 
of the sales price at the time of conveyance and the balance at 4- 
percent interest. No payments in lieu of taxes could be made with 
respect to the land during the time title is held by the Administrator. 


SECTION 108. PUBLIC HOUSING FOR LOW-INCOME ELDERLY FAMILIES 


Subsection (a) of this section would add a new definition of “elderly 
families” to section 2 of the United States Housing Act of 1937, as 
amended. Under this definition “elderly families” are families the 
head of which or the spouse is 65 years of age or over or families con- 
sisting of a single person 65 years of age or over. 

Subsection (b) would add a new provision to section 10 of the United 
States Housing Act of 1937, as amended, which would authorize the 
Public Housing Administration to enter into contracts for annual 
contributions after July 1, 1955, in respect to 10,000 dwelling units 
designed for elderly families, and an additional 10,000 units after 
July 1, 1956, for elderly families. The total authorization for annual 
contributions under the act would be increased by $3 million a year on 
July 1, 1955, and by the same amount on July 1, 1956. Elderly 
families would be given a first preference for admission to such units. 
In respect to other low-rent public housing, elderly families may be 
given a preference, but such preference would apply to no more than 
10 percent of the expected admissions in any year to all dwelling units 
owned or operated by the local housing agency as low-rent housing 
within the meaning of the United States Housing Act. The Public 
Housing Administration would also be authorized to permit local 
public housing agencies to reconstruct or remodel any low-rent housing 
to provide accomodations designed for elderly families. 


SECTION 109. HOME LOAN BANK BOARD 


This section would amend section 6 (i) of the Federal Home Loan 
Bank Act to provide that any member institution may be removed 
from membership if in the judgment of the Home Loan Bank Board 
it is insolvent or the character of. such institution’s management or 
its home-financing policy is inconsistent with sound and economical 
home financing or with the purposes of that act. A member institution 
(which is a savings and loan or building and loan type) would be 
deemed insolvent if its assets are less than its obligations to its creditors 
and others, including the holders of its withdrawable accounts. 

The present law provides that no institution shall be eligible to 
become a member of a bank if in the judgment of the Home Loan 
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Bank Board its financial condition is such that advances may not 
safely be made to it or if the character of its management and home 
financing policy is inconsistent with sound and economical home fi- 
nancing or with the provisions of the act. There is, however, no 
provision for removal of a member institution for these grounds once 
the institution becomes a member of the Federal home loan bank 
system. The bill would correct this situation. 

The section also expressly provides that a Federal savings and loan 
association may not voluntarily withdraw from membership. These 
institutions are required by law to become members of a Federal 
home loan bank. The present law requiring these institutions to be 
insured does not permit them to voluntarily cancel insurance of 
accounts by the Federal Savings and Loan Insurance Corporation. 

Subsection (2) of this section would add provisions to section 7 of 
the Federal Home Loan Bank Act which would permit the Home 
Loan Bank Board, in any district in which there are more than four 
States to increase the directorate so that there could be as many as, 
but not more than, twice as many elective directors as there are 
States. However, there shall be not less than 1 elective director 
from any State nor more than 3 elective directors fron: any State in 
any such district and in no event shall the total number of elective 
directors in any one district exceed 11. 

The Federal Home Loan Bank Act presently provides for a board 
of 12 directors in each Federal home loan bank. Eight directors are 
elected to each board by the members of the bank and four are 
appointed by the Home Loan Bank Board. The new provision would 
permit all States to be represented on the board of directors and 
permit recognition to be given to the relevant financial importance of 
the institutions in the various States. 

Subsection (3) would add a new subsection (b) to section 17 of the 
Federal Home Loan Bank Act, as amended, which would remove the 
Home Loan Bank Board, including the Federal Savings and Loan 
Insurance Corporation, from the Housing and Home Finance Agency 
and establish the Board as a separate independent agency in the 
executive branch of the Government. The name of the Board would 
be changed to the Federal Home Loan Bank Board. 


SECTION 110. REMOVAL OF $2,500 LIMITATION ON FHA AND VA 
IMPROVEMENT LOANS BY FEDERALS 


This section would make a correction in the existing law to remove 
the specific dollar limitation as applied to the amount of an FHA 
or VA insured or guaranteed loan made by a Federal savings and loan 
association. It would also increase the maximum dollar Joan for 
noninsured on nonguaranteed improvement or repairs from $2,500 to 
$3,000 to conform to the increase in section 101 (c) of the bill. 


SECTION 111. ANNUAL REPORT TO CONGRESS 


This section would amend section 406 (e) of the National Housing 
Act to provide that the Federal Savings and Loan Insurance Corpora- 
tion shall make an annual report to Congress rather than to the Hous- 
ing and Home Finance Administrator as presently required. 
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SECTION 112. FSLIC ADMISSION FEE 


This section would amend section 403 (d) of the National Housing 
Act, as amended, to provide that lending institutions applying for 
insurance by the Federal Savings and Loan Insurance Corporation 
hereafter shall pay an admission fee as determined by FSLIC, taking 
into consideration the cost of processing the applications. 


SECTION 118. RESERVE OF PLANNED PUBLIC WORKS 


This section would amend section 702 of the Housing Act of 1954, 
which authorized the third public works advance planning program, 
to make the following changes: 

(1) The Housing and Home Finance Administrator would be au- 
thorized to establish a revolving fund for the making of planning ad- 
vances. In addition to the $10 million authorized to be appropriated 
by section 702 as originally enacted there would be authorized to be 
appropriated to the fund $12 million, $12 million, and $14 million to 
be made available on or after July 1, 1956, 1957, and 1958 and, in addi- 
tion, such appropriations from year to year thereafter as may be esti- 
mated to be necessary to maintain not to exceed a total of $48 million 
in outstanding advances (and any undisbursed balances in the fund) 
for plans of projects which can be expected to be undertaken within a 
reasonable period of time. 

(2) Advances outstanding to public agencies in any one State would 
be limited to not more than 10 percent of the aggregate then author- 
ized to be appropriated to the revolving fund. (Under the present 
law not more than 5 percent of appropriations may be expended in 
any one State.) 

(3) The July 1, 1957, expiration date for the present program would 
be eliminated. 

(4) Provisions would be added to the law which would require a 
public agency to repay only proportionate amounts of advances when 
only a portion of the construction of a planned public work is under- 
taken by the local public agency. 


SECTION 114. SALARY OF COMMUNITY FACILITIES COMMISSIONER 


This section would make the salary of the Community Facilities 
Commissioner of the Housing and Home Finance Agency the same as 
that of the heads of the constituent agencies. The Housing Act of 
1948 has fixed this compensation at $15,000 per annum. 


Tirte II. Pusurc Facitiry Loans 


SECTION 201. PUBLIC FACILITY LOANS—DECLARATION OF POLICY 


This section states that it has been the policy of Congress to assist 
States and their political subdivisions to provide the services and 
facilities essential to the health and welfare of the people of the United 
States. It states further that the purpose of title II is to authorize 
the extension of credit to assist in the provision of certain essential 
public works where such credit is not otherwise available on reasonable 
terms and conditions. 
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SECTION 202, FEDERAL LOANS FOR PUBLIC FACILITIES 


Subsection (a) of this section would authorize the Housing and 
Home Finance Administrator, acting through the Community 
Facilities Administration, to make loans to States, municipalities, 
and other public agencies and instrumentalities of one or more States 
to finance specific public projects under State or municipal law. 

Subsection (b) would provide that no loans shall be extended unless 
the financial assistance applied for is not otherwise available on 
reasonable terms, the loans shall be so secured as reasonably to assure 
retirement or repayment, and loans may be made either directly or 
in cooperation with banks or other lending institutions. The maturity 
dates of the loans could not exceed 40 years. 

Subsection (c) would provide that priority shall be given to appli- 
cations for loans of smaller communities (municipalities of less than 
10,000 population) for assistance in the construction of basic public 
works for the storage, treatment, purification, or distribution of 
water; sewage, sewage treatment, and sewer facilities; and gas dis- 
tribution systems. 


SECTION 203. FINANCING OF LOANS 


To provide funds for public facility loans the Housing and Home 
Finance Administrator would be authorized by this section to borrow 
from the Treasury and have outstanding at any one time up to $100 
million in obligations to the Treasury. Obligations to the Treasury 
would bear interest at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate on 
outstanding marketable United States obligations of comparable 
maturities. 

Subsection (b) would provide that funds borrowed from the Treas- 
ury and any proceeds from the funds shall constitute a revolving 
fund to carry out the purposes of title 11. 


SECTION 204. GENERAL PROVISIONS 


This section would provide powers to the Administrator for carrying 
out the purposes of title II and that funds obtained or held by the 
Administrator under this title shall be available for the administrative 
expenses of carrying out the functions under the title. 

Title IL would be made applicable to the States, the District of 
Columbia, Puerto Rico, and the Territories and possessions of the 
United States. 


SECTION 205. TERMINATION OF AUTHORITY TO MAKE LOANS UNDER THE 
RECONSTRUCTION FINANCE CORPORATION LIQUIDATION ACT 


This section would provide that no loans shall be made under sec- 
tion 108 of the Reconstruction Finance Corporation Liquidation Act, 
as amended, after the date of enactment of the Housing Amendments 
of 1955, except pursuant to an application for a public facility loan 
filed prior to such date. 
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Trrte I1I—Cotuece Hovsina 


SECTION 301. BROADENING AND LIBERALIZING OF COLLEGE HOUSING 
LOAN PROGRAM 


This section would amend section 401 of the Housing Act of 1950, 
as amended, to broaden the purposes for which college housing loans 
could be made, and second, to authorize such loans to be made on 
more liberal terms. 

Under subsection (a) of section 401 of the 1950 act as it would be 
amended the Administrator would be authorized to make loans not 
only for housing but also for ‘other educational facilities.” The 
revised subsection would also provide that an eligible loan is to be 
made unless funds can be obtained by the educational institution 
upon terms equally as favorable as the terms of the Government loan. 
Under the present provisions of this subsection, loans are not made 
unless the educational institution shows that it is unable to secure the 
necessary funds from other sources upon terms and conditions gen- 
erally comparable to the terms and conditions applied to the Govern- 
ment loans. 

Subsection (b) of section 401 (as amended by this section of the bill) 
would provide that any educational institution which has contracted 
for housing or other educational facilities prior to the date of enact- 
ment of the Housing Amendments of 1955 may receive loans as author- 
ized under the amended title IV. However, no loan could be made 
under the amended provisions where construction of the housing or 
other educational facilities had been begun prior to the effective date 
of the Housing Amendments of 1955, or completed prior to the filing 
of an application under the amended title. 

Subsection (ec) of the amended section 401 would increase the maxi- 
mum terms of the loans from 40 years to 50 years, and lower the in- 
terest rate charge to the institutions. (For example, under the 
formula provided in the amended subsection the rate which would be 
charged under present circumstances would be 2% percent. Under 
the present provisions of law, the present rate being charged is 3% 
percent.) 

Subsection (d) of the amended section 401 would provide for an 
increase from $300 million to $500 million in the total amount of 
obligations which can be issued to the Treasury and outstanding at 
any one time to provide funds for loans. Not more than $100 million 

of these obligations can be used for other educational facilities. 

Subsection (e) of the amended section 401 would reduce the rate 
paid by the Agency on borrowings from the Treasury to provide 
funds for loans. As an example of the reduction, the rate under the 
amended section would be (under present circumstances) 2% percent, 
whereas under the existing law it is 2% percent. 

Subsection (f) is the same as subsection (d) of the existing law. 

Subsection (g) of the new section 401 would require the educational 
institution to make a cost certification similar to the cost certification 
required under the FHA multifamily mortgage insurance programs. 
This cost certification is designed to prevent the borrower from 
retaining more funds under the loan than are required for project costs. 

Section 302 of the bill would amend section 404 (c) of the Housing 
Act of 1950, as amended, to include “other educational facilities” 
in the definition of ‘development cost” provided in that subsection. 
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Section 303 of the bill would amend section 404 (b) of the Housin 
Act of 1950 to make it clear that the definition of ‘educational 
institution’’ includes junior colleges. 

Section 303 also adds a new subsection to section 404 which would 
add to existing law a definition of “other educational facilities.” 
Under this definition ‘other educational facilities” would include 
(1) new structures suitable for use as cafeterias or dining halls, student 
centers or student unions, infirmaries or other inpatient or outpatient 
health facilities, and for other essential service facilities; and (2) strue- 
tures suitable for the foregoing uses provided by rehabilitation, altera- 
tion, conversion, or improvement of existing structures which are 
otherwise inadequate for such uses. 


SECTION 304. SHORT TITLE 


This section provides that title III may be cited as the “College 
Housing Amendments of 1955.”’ 


Titrte [V—Muitary Hovsine 
SECTION 401. PRIVATELY FINANCED MILITARY HOUSING 


This section would extend for 3 additional years (from June 30, 1955, 
to June 30, 1958) the life of the FHA title vill (Wherry Act) military 
housing mortgage insurance program. 

This section would also change section 803 of the National Housin 
Act which requires that no mortgage shall be insured under title VII 
unless the Secretary of Defense or his designee has made certain 
certifications to the Federal Housing Commissioner. This section of 
the bill would require these certifications to state that the housing 
with respect to which the mortgage is made is necessary to assure 
that adequate housing, within reasonable commuting distance of the 
military installation, will be available for the military personnel for 
which the housing is being provided, and that there is no intention, 
so far as can reasonably be foreseen, to substantially curtail activities 
at the military installation or the personnel assigned or to be assigned 
to the installation. 

Section 803 of the National Housing Act would be further amended 
by this section to increase the mortgage limits prescribed in that 
section. ‘These limits would be increased from $8,100 to $9,900 per 
family unit in the case of multifamily housing, and from $9,000 to 
$10,800 for a single-family detached dwelling. A provision would be 
added for a mortgage limit of $20,500 on two-family residences. The 
Federal Housing Commissioner would also be permitted to increase 
the $9,900 limit per family unit for multifamily housing by not 
exceeding $900 in high-cost areas. 

A provision would be added to section 803 (b) (3) of the National 
Housing Act, which requires cost certifications from the builders of 
title VIII military housing, to provide that the amount to be included 
in the actual cost of the housing as the allowance for builder’s profit 
under the cost certification shall be an amount equal to 10 percent of 
the actual cost as that term is defined in section 227 of the National 


Housing Act. 
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SECTION 402. AUTHORITY TO SECRETARY OF DEFENSE TO PURCHASE 
LAND OR TITLE VIII HOUSING 


This section would authorize the Secretary of Defense to purchase 
unimproved land or any title VIII housing at its fair market value as 
determined by independent appraisal. With respect to new housing 
built in accordance with military specifications, where there has been 
no deterioration chargeable to the fault of the builder, the fair market 
value shall be not less than the actual cost of construction making due 
allowance for normal depreciation. The Secretary would also be 
authorized, when he deems it necessary, to acquire such land or housing 
by condemnation. However, before condemnation proceedings are 
instituted an effort would have to be made to acquire the property by 
negotiation unless in the judgment of the Secretary such negotiations 
would involve delay contrary to the interest of the national defense. 
Provision is made for prompt compensation of the owners in condem- 
nation cases. 

Tirte V—Farm Hovsine 


SECTION 501. FARM HOUSING 


This section would provide the following additional authorization 
for farm housing under title V of the Housing Act of 1949, as amended, 
to be available on or after July 1, 1955: (1) $109 million in the amount 
of loan funds which can be obtained from the Treasury; (2) $2 million 
nee annum in the amount of annual contribution commitments for 

ousing on potentially adequate farms; and (3) $10 million in the 
amount of appropriations authorized for loans and grants for improve- 
ments and repairs. 

Title V of the 1949 act authorizes the Secretary of Agriculture to 
make (1) long-term loans to farmers having adequate farms who are 
nevertheless unable to obtain private credit on reasonable terms; (2) 
similar loans supplemented by modest contributions for 5 years, where 
the farmer is unable to undertake to repay the loan in full and the 
farm is not adequate but capable of being improved to the point where 
it is self-sustaining; and (3) modest loans and grants to help farm 
families on very poor farms to undertake minor improvements or 
minimum repairs to farm dwellings where necessary to remove hazards 
to the health or safety of the occupants. 


SECTION 5602. DISPOSAL OF FARM LABOR CAMPS 


This section would add provisions to section 12 (f) of the United 
States Housing Act of 1937, as amended, to authorize the Public 
Housing Administration to transfer farm-labor camps without mone- 
tary consideration to any public-housing agency whose area of opera- 
tion includes such a project. The transfer shall be conditioned upon 
preference for occupancy in such projects being given first to low-in- 
come agricultural workers and their families and, second, to other 
low-income persons and families. However, any vacant accommoda- 
tions for which there are no eligible applicants in these preference 
groups may be occupied by other families but shall be yacated 
promptly when needed to house low-income agricultural families, The 
project shall be so utilized, or utilized for other public purpose, for 10 
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years from the date of transfer. Provision is also made for reservation 
to the United States of all mineral rights upon, in, or under the 


property. 
CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the 
House, changes in existing law made by the bill, as passed the Senate 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


NATIONAL HOUSING ACT, AS AMENDED 
TITLE I—HOUSING RENOVATION AND MODERNIZATION 


* * * * * * * 


See. 2. (a) The Commissioner is authorized and empowered upon such terms 
and conditions as he may prescribe, to insure banks, trust companies, personal 
finance companies, mortgage companies, building and loan associations, install- 
ment lending companies, and other such financial institutions, which the Com- 
missioner finds to be qualified by experience or facilities and approves as eligible 
for credit insurance, against losses which they may sustain as a result of loans 
and advances of credit, and purchases of obligations representing loans and 
advances of credit, made by them on and after July 1, 1939, and prior to [July 1, 
1955] July 1, 1980, for the purpose of financing alterations, repairs, and improve- 
ments upon or in connection with existing structures, and the building of new 
structures, upon urban, suburban, or rural real property (including the restora- 
tion, rehabilitation, rebuilding, and replacement of such improvements which 
have been damaged or destroyed by earthquake, conflagration, tornado, hurricane, 
cyclone, flood, or other catastrophe), by the owners thereof or by lessees of such 
real property under a lease expiring not less than six months after the maturity of 
the loan or advance of credit. In no case shall the insurance granted by the 
Commissioner under this section to any such financial institution on loans, ad- 
vances of credit, and purchases made by such financial institution for such pur- 

oses on and after July 1, 1939, exceed 10 per centum of the total amount of such 
oans, advances of credit, and purchases: Provided, That with respect to any loan, 
advance of credit, or purchase made after the effective date of the Housing Act 
of 1954, the amount of any claim for loss on any such individual loan, advance of 
credit, or purchase paid by the Commissioner under the provisions of this section 
to a lending institution shal! not exceed 90 per centum of such loss. The aggre- 
gate amount of all loans, advances of credit, and obligations purchased, exclusive 
of financing charges, with respect to which insurance may be heretofore or here- 
after granted under this section and outstanding at any one time shall not exceed 
$1,750,000,000. 

After the effective date of the Housing Act of 1954, (i) the Commissioner shall 
not enter into contracts for insurance pursuant to this section except with lending 
institutions which are subject to the inspection and supervision of a governmental 
agency required by law to make periodic examinations of their books and accounts, 
and which the Commissioner finds to be qualified by experience or facilities to 
make and service such loans, advances or purchases, and with such other lending 
institutions which the Commissioner approves as eligible for insurance pursuant 
to this section on the basis of their credit and their experience or facilities to make 
and service such loans, advances, or purchases; (ii) only such items as substantially 
protect or improve the basic livability or utility of properties shall be eligible for 
financing under this section, and therefore the Commissioner shall from time to 
time declare ineligible for financing under this section any item, product, altera- 
tion, repair, improvement, or class thereof which he determines would not sub- 
stantially protect or improve the basic livability or utility of such properties, and 
he may also declare ineligible for finanging under this section any item which he 
determines is especially subject to selling abuses; and (iii) the Commissioner is 
hereby authorized and directed, by such regulations or procedures as he shall 


deem advisable, to prevent the use of any financial assistance under this section 
(1) with respect to new residential structures that have not been completed and 
occupied for at least six months, or (2) which would, through multiple loans, 
result in an outstanding aggregate loan balance with respect to the same structure 
exceeding the dollar amount limitation prescribed in this subsection for the type 
of loan involved. 
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(b) No insurance shall be granted under this section to any such financial 
institution with respect to any obligation representing any such loan, advance of 
eredit, or purchase by it (1) if the amount of such loan, advance of credit, or 
purchase made for the purpose of financing the alteration, repair, or improvement 
of existing structures exceeds [$2,500] $3,000, or for the purpose of financing 
the construction of new structures exceeds $3,000; (2) if such obligation has q 
maturity in excess of three years and thirty-two days, except that such maturity 
limitation shall not apply if such loan, advance of credit, or purchase is for the 
purpose of financing the construction of a new structure for use in whole or in 
= for agricultural purposes; or (3) unless the obligation bears such interest, 
as such maturity, and contains such other terms, conditions, and restrictions as 
the Commissioner shall prescribe, in order to make credit available for the pur- 
oses of this title: Provided, That insurance may be granted to any such financial 
institution with respect to any obligation not in excess of $10,000 and having a 
maturity not in excess of seven years and thirty-two days representing any such 
loan, advance of credit, or purchase made by it if such loan, advance of credit, 
or purchase is made for the purpose of financing the alteration, repair, improve- 
ment, or conversion of an existing structure used or to be used as an apartment 
house or a dwelling for two or more families: Provided further, That any obligation 
with respect to which insurance is granted under this section on or after July 1, 
1939, may be refinanced and extended in accordance with such terms and condi- 
tions as the Commissioner may prescribe, but in no event for an additional 
amount or term in excess of the maximum provided for in this subsection. 


* * * * * * * 
TITLE Il~-MORTGAGE INSURANCE 
* * * * * * * 


Szc. 203, * * * 

(i) Notwithstanding any other provision of this section, the Commissioner is 
authorized to insure any mortgage which involves a principal obligation not in 
excess of $6,650 and not in excess of 95 per centum of the appraised value, as of 
the date the mortgage is accepted for insurance, of a property in an area where 
the Commissioner finds it is not practicable to obtain conformity with many of 
the requirements essential to the insurance of mortgages on housing in built-up 
urban areas, upon which there is located a dwelling designed principally for a 
single family residence, and which is approved for mortgage insurance prior to 
the beginning of construction: Provided, That (1), the mortgagor shall be the 
owner and occupant of the property at the time of insurance and shall have paid 
on account of the property at least 5 per centum of the Commissioner’s estimate 
of the cost of acquisition in cash or its equivalent, or (2) the mortgagor shall be 
the owner and occupant of the property at the time of insurance, regardless of 
his credit standing, with whom a person or corporation having a credit standing 
satisfactory to the Commissioner, shall have entered into a written contract 
(a) to pay on behalf of the prospective owner and occupant all or part of the 
downpayment required by this paragraph agreeing to take as security a note from 
the latter bearing interest at the rate of not more than 4 per centum per annum, 
maturing after the last maturity date of principal due on the insured mortgage, 
with a right in the holder to aceelerate maturity to a date following prepayment 
of the entire mortgage debt, under the terms of which note all rights of such 
person or corporation are subordinated to the rights of the mortgagee or assignees 
of the mortgagee, and (b) to guarantee payment of the insured mortgage by the 
owner and occupant according to the terms of the mortgage, or (3) shall be the 
builder constructing the dwelling; in which case the principal obligation shall not 
exceed 85 per centum of the appraised value of the property or $5,950: Provided 
further, That the Commissioner finds that the project with respect to which the 
mortgage is executed is an acceptable risk, giving consideration to the need for 
providing adequate housing for families of iow and moderate income particularly 
in suburban and outlying areas or small communities: Provided further, That 
under the foregoing provisions of this subsection the Commissioner is authorized 
to insure any mortgage issued with respe¢ to the construction of a farm home on 
a plot of land five or more acres in size adjacent to a public highway[, the total 
amount of insurance outstanding at any one time under this proviso not to 
exceed $100,000,000J. 

* 7 * * * * » 


Szc. 204. * * * 

(f) If the net amount realized from any property conveyed to the Commissioner 
under this section and the claims assigned therewith, after deducting all expenses 
incurred by the Commissioner in handling, dealing with, and disposing of such 
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roperty and in collecting such claims, exceeds the face value of the debentures 
issued and the cash gen in exchange for such property plus all interest paid on 
such debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under the certificate 
of claim issued in connection with such property, the Commissioner shall pay to 
the holder of such certificate the full amount so payable, and any excess remaining 
thereafter shall be paid to the mortgagor of such property if the mortgage was 
insured under section 203 and shall be retained by the Commissioner and credited 
to A as Housing Insurance Fund if the mortgage was insured under section 207; 
an 

(2) If such excess is equal to or less than the total amount payable under such 
certificate of claim, the Commissioner shall pay to the holder of such certificate 
the full amount of such excess. 

Notwithstanding any other provisions of this section, the Commissioner is author- 
ized, with respect to mortgages insured pursuant to commitments for insurance issued 
on or after July 1, 1955, and, with the consent of the mortgagee or morigagor, as the 
case may be, with respect to mortgages insured pursuant to commitments issued prior 
to such date, to effect the settlement of certificates of claim and refunds to mortgagors 
at any lime after the sale or transfer of title to the property conveyed to the Commissioner 
under this section and without awaiting the final liquidation of such property for the 
purpose of determining the net amount to be realized therefrom. 

* * * * * * * 

Sec. 207. (a) As used in this section— 

(1) The term “mortgage” means a first mortgage on real estate in fee simple, 
or on the interest of either the lessor or lessee thereof (A) under a lease for not 
less than ninety-nine years which is renewable or (B) under a lease having a 
period of not less than fifty years to run from the date the mortgage was executed, 
upon which there is located or upon which there is to be constructed a building 
or buildings designed principally for residential use or upon which there is located 
or to be constructed facilities for trailer coach mobile dwellings; and the term “‘first 
mortgage’ means such classes of first liens as are commonly given to secure 
advances (including but not being limited to advances during construction) on, 
or the unpaid purchase price of, real estate under the laws of the State in which 
the real estate is located, together with the credit instrument or instruments, if 
any, secured thereby, and may be in the form of trust mortgages or mortgage 
indentures or deeds of trust securing notes, bonds, or other credit instruments. 

(2) The term ‘‘mortgagee’”’ means the original lender under a mortgage, and 
its successors and assigns, and includes the holders of credit instruments issued 
under a trust mortgage or deed of trust pursuant to which such holders act by 
and through a trustee therein named. 

(3) The term “mortgagor” means the original borrower under a mortgage and 
its successors and assigns. 

(4) The term “‘maturity date’ means the date on which the mortgage indebted- 
ness would be extinguished if paid in accordance with the periodic payments 
provided for in the mortgage. 

(5) The term “slum or blighted area” means any area where dwellings pre- 
dominate which, by reason of dilapidation, overcrowding, faulty arrangement or 
design, lack of ventilation, light or sanitation facilities, or any combination of 
these factors, are detrimental to safety, health, or morals. 

(6) The term “rental housing” means housing, the occupancy of which is 
permitted by the owner thereof in consideration of the payment of agreed charges, 
whether or not, by the terms of the agreement, such payment over a period of 
time will entitle the occupant to the ownership of the premises or space in a trailer 
pte or park properly arranged and equipped to accommodate trailer coach mobile 

wellings. 

(7) The term “State” includes the several States, and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, and the Virgin Islands. 


(c) To be eligible for insurance under this section a mortgage on any property 
or project shall yotpiede ge = obligation in an amount— 

(1) not to exe $5,000,000, or, if executed by a mortgagor coming 
within the provisions of paragraph numbered (b) (1) of this section, not to 
exceed $50,000,000; 

(1) not to exceed $12,500,000 with respect to any one mortgage instrument 
and such that the aggregate amount of any commitment or commitments issued 
and outstanding whe ab this section al any time with respect to a project or projects 
tn the same housing market area and involving the same mortgagor (or mortgagors 
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under substantially the same control, as determined by the Commissioner) shall 
not exceed $12,500,000, or, if the mortgage is executed by a mortgagor comin 
within the provisions of clause (b) (1) of this section, such dollar limit wit 
respect to any one mortgage instrument and with respect to the aggregate amount 
of such commitments shall be $50,000,000; 

(2) not to exceed 80 per centum of the estimated value of the property or 
project (when the proposed improvements are completed): Provided. That 
except with respect to a mortgage executed by a mortgagor coming within the 
provisions of paragraph numbered (b) (1) of this section or a mortgage on a 
tratler court er park, such mortgage shall not exceed the amount which the 
Commissioner estimates will be the cost of the completed physical improve- 
ments on the property or project exclusive of public utilities and streets and 
organization and legal expenses: And provided further, That the above limita- 
tions in this paragraph (2) shall not apply to mortgages on housing in the 
Territory of Alaska, or in Guam, but such a mortgage may involve a principal 
obligation in an amount not to exceed 90 per centum of the amount which 
the Commissioner estimates will be the replacement cost of the property or 
project when the proposed improvements are completed (the value of the 
property or project as such term is used in this paragraph may include the 
land, the proposed physical improvements, utilities within the boundaries of 
the property or project, architect’s fees, taxes, and interest accruing during 
construction, and other miscellaneous charges incident to construction and 
approved by the Commissioner): And provided further, That nothing con- 
tained in this section shall preclude the insurance of mortgages covering 
existing construction located in slum or blighted areas, as defined in paragraph 
numbered (5) of subsection (a) of this section, and the Commissioner may 
require such repair or rehabilitation work to be completed as is, in his dis- 
cretion, necessary to remove conditions detrimental to safety, health, or 
morals; and 

(3) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,000 per room (or $7,200 per family unit if the 
number of rooms in such property or project is less than four per family unit) 
or nol to exceed $1,000 per space or $300,000 per mortgage for trailer courts or 
parks: Provided, That as to projects to consist of elevator type structures, the 
Commissioner may, in his discretion, increase the dollar amount limitation of 
$2,000 per room to not to exceed $2,400 per room and the dollar amount 
limitation of $7,200 per family unit to not to exceed $7,500 per family unit, as 
the case may be, to compensate for the higher costs incident to the construc- 
tion of elevxtor type structures of sound standards of construction and design. 

Notwithstanding any of the limitations contained in paragraphs numbered (2) 
and (3) of this subsection (e), if the number of bedrooms in such property or proj- 
ect is equal to or exceeds two per family unit, and the principal obligation of the 
mortgage does not exceed $7,200 per family unit for such part of such property 
as may be attributable to dwelling use, the mortgage may involve a principal 
obligation not in excess of 90 per centum of the estimated value of the property 
or project (when the proposed improvements are completed). 

The mortgage shall provide for complete amortization by periodic payments 
within such term as the Commissioner shall prescribe, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed 4% per centum 

er annum on the amount of the principal obligation outstanding at any time. 

he Commissioner may consent to the release of a part or parts of the mortgaged 
property from the lien of the mortgage upon such terms and conditions as he may 
prescribe and the mortgage may provide for such release. No mortgage shall 
be accepted for insurance under this section or section 210 unless the Commissioner 
finds that the property or project, with respect to which the mortgage is executed, 
is economically sound. Such property or project may include eight or more family 
units and may include such commercial and community facilities as the Com- 
missioner deems adequate to serve the occupants, 

* * « ~ ® * + 


Szc, 213. * * * 

(b) To be eligible for insurance under this section a mortgage on any property 
or project of a corporation or trust of the character described in paragraph num- 
bered (1) of subsection (a) of this section shall involve a principal obligation in 
an amount— 

{[(1) not to exceed $5,000,000, or not to exceed $25,000,000 if the mort- 
gage is executed by a mortgagor regulated or supervised under Federal or 
State laws or by political subdivisions of States or agencies thereof, as to 
rents, charges, and methods of operations; and] 
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(1) not to exceed $12,500,000 with respect to any one mortgage instrument 
and such that the aggregate amount of any commitment or commitments issued 
and outstanding under this section at any time with respect to a project or projects 
in the same housing market area and involving the same mortgagor (or mort- 
gagors under substantially the same control, as determined by the Commissioner) 
shall not exceed $12,500,000, or, if the mortgage is executed by a mortgagor 
regulated or supervised under Federal or State laws or by political subdivisions 
of States or agencies thereof, as to rents, charges, and methods of operation, 
such dollar limit with respect to any one mortgage instrument and with respect 
to the aggregate amount of such commitments shall be $25,000,000; and 

(2) not to exceed, for such part of such property or projects as may be 
attributable to dwelling use, $2,250 per room (or $8,100 per family unit if 
the number of rooms in such property or project is less than four per family 
unit), and not to exceed 90 per centum of [the estimated value] the amount 
which the Commissioner estimates will be the replacement cost of the property 
or project when the proposed physical improvements are completed: Pro- 
vided, That if at least 65 per centum of the membership of the corporation or 
number of beneficiaries of the trust consists of veterans, the mortgage may 
involve a principal obligation not to exceed $2,375 per room (or $8,550 per 
family unit if the number of rooms in such property or project is less than 
four per family unit), and not to exceed 95 per centum of [the estimated 
value] the amount which the Commissioner estimates will be the replacement 
cost of the property or project when the proposed physical improvements are 
completed: Provided further, That as to projects which consist of elevator 
type structures, and to compensate for the higher costs incident to the con- 
struction of elevator type structures of sound standards of construction and 
design, the Commissioner may, in his discretion, increase the aforesaid dollar 
amount limitations per room or per family unit (as may be applicable to the 
particular case) within the following limits: (i) $2,250 per room to not to 
exceed $2,700; (ii) $2,375 per room to not to exceed $2,850; (iii) $8,100 per 
family unit to not to exceed $8,400; and (iv) $8,550 per family unit to not to 
exceed $8,900: And provided further, That for the purposes of this section 
the word “veteran” shall mean a person who has served in the active military 
or naval service of the United States at any time on or after September 16, 
1940, and prior to July 26, 1947, or on or after June 27, 1950, and prior to 
such date thereafter as shall be determined by the President. 

(c) To be eligible for insurance under this section a mortgage on any property 
or project of a corporation or trust of the character described in paragraph num- 
bered (2) of subsection (a) of this section shall involve a principal obligation in 
an amount not to exceed [$5,000,000] $12,500,000 with respect to any one morigage 
instrument and such that the aggregate amount of any commitment or commitments 
issued and outstanding under this section at any time with respect to a project or 
projects in the same housing market area and involving the same mortgagor (or mort- 
gagors under substantially the same control, as determined by the Commissioner) 
shall not exceed $12,500,000 and not to exceed the greater of the following amounts: 

(1) A sum computed on the basis of a separate mortgage for each single 
family dwelling (irrespective of whether such dwelling has a party wall or is 
otherwise physically connected with another dwelling or dwellings) com- 
prising the property or project, equal to the total of each of the maximum 
principal obligations of such mortgages which would meet the requirements 
of section 203 (b) (2) of this Act if the mortgagor were the owner and occupant 
who had made any required payment on account of the property prescribed 
in such paragraph. 

(2) A sum equal to the maximum amount which does not exceed either of 
the limitations on the amount of the principal obligation of the mortgage 
prescribed by paragraph numbered (2) of subsection (b) of this section. 

(d) Any mortgage insured under this section shall provide for complete amorti- 
zation by periodic payments within such terms as the Commissioner may prescribe 
but not to exceed forty years from the beginning of amortization of the mortgage, 
and shall bear interest (exclusive of premium charges for insurance) at not to 
exceed 434 per centum per annum, except that individual mortgages insured pur- 
suant to this subsection covering the individual dwellings in the project may bear 
interest at not to exceed 5 per centum per annum, on the amount of the principal 
obligation outstanding at any time. The Commissioner may consent to the re- 
lease of a part or parts of the mortgaged property from the lien of the mortgage 
upon such terms and conditions as he may prescribe and the mortgage may pro- 
vide for such release, and a mortgage on any project of a corporation or trust of the 
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character described in paragraph numbered (2) of subsection (a) of this section 
may provide that, at any time after the completion of the construction of the 
project, such mortgage may be replaced, in whole or in part, by individual mort- 
gages covering each individual dwelling in the project in amounts not to exceed the 
unpaid balance of the blanket mortgage allocable to the individual property. 
Each such individual mortgage may be insured under this section. Property 
covered by a mortgage, insured under this section, on a property or project of a 
corporation or trust of the character described in paragraph wots Soak (1) of sub- 
section (a) of this section may include eight or more family units and may include 
such commercial and community facilities as the Commissioner deems adequate 
to serve the occupants. 
* * * * * . * 


Sec. 217. Notwithstanding limitations contained in any other section of this 
Act on the aggregate amount of principal obligations of mortgages or loans which 
may be insured (or insured and outstanding at any one time), the aggregate amount 
of principal obligations of all mortgages which may be insured and outstanding 
at any one time under insurance contracts or commitments to insure pursuant to 
any section or title of this Act (except section 2) shall not exceed the sum of (a) 
the outstanding principal balances, as of [July 1, 1954] July 1, 1955, of all 
insured mortgages (as estimated by the Commissioner based on scheduled amorti- 
zation payments without taking into account prepayments or delinquencies), (b) 
the principal amount of all outstanding commitments to insure on that date, and 
(c) [$3,500.000,000] $4,000,000,000. 

It is the intent and purpose of this section to consolidate and merge all existing 
mortgage insurance authorizations or existing limitations with respect to any 
section or title of this Act (except section 2) into one general insurance authoriza- 
tion to take the place of all existing authorizations or limitations. 

* * * * - * e 


Szc. 220, * *'* 

(d) * * * ‘ 

(3) The mortgage shall involve a principal obligation (including such initial 
service charges, appraisal, inspection and other fees as the Commissioner shall 
approve) in an amount— 

(A) not to exceed $20,000 in the case of property upon which there is 
located a dwelling designed principally for a one- or two-family residence; 
or $27,500 in the case of a three-family residence; or $35,000 in the case of 
a four-family residence; or in the case of a dwelling designed principally for 
residential use for more than four families (but not exceeding such additional 
number of family units as the Commissioner may prescribe) $35,000 plus not 
to exceed $7,000 for each additional family unit in excess of four located on 
such property; and not to exceed an amount equal to the sum of (i) 95 per 
centum (but, in any case where the dwelling is not approved for mortgage 
insurance prior to the beginning of construction, 90 per centum) of $9,000 
of [the appraised value] the amount which the Commissioner estimates will 
be the replacement cost (as of the date the mortgage is accepted for insurance), 
and (ii) 75 per centum of [such value] such cost in excess of $9,000, except 
that the President may increase such dollar amounts up to not to exceed 
$10,000 if, after taking into consideraticn the general effect of such higher 
dollar amounts upon conditions in the building industry and upon the 
national economy, he determines such action to be in the public interest: 
Provided, That if the mortgagor is not the occupant of the property the 
principal obligation of the mortgage shall not exceed an amount equal to 
85 per centum of the amount computed under the foregoing provisions of 
this paragraph (A); or 

(B) [(i) not to exceed $5,000,000, or, if executed by a mortgagor coming 
within the provisions of paragraph (2) (B) of this subsection (d), not to 
exceed $50,000,000; and] (7) not to exceed $50,000,000 with respect to any one 
mortgage instrument and such that the aggregate amount of any commitment or 
commitments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the same 
mortgagor (or mortgagors under substantially the same control, as determined by 
the Commissioner) shall not exceed $50,000,000; and 

(ii) not to exceed 90 per centum of the [estimated value] amount which 
the Commissioner estimates will be the replacement cost of the property or 
project when the proposed improvements are completed (the vitae reploce- 


ment cost of the property or project may include the land, the proposed 
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physical improvements, utilities within the boundaries of the property or 
project, architect’s fees, taxes, and interest during construction, and other 
miscellaneous charges incident to construction and approved by the Com- 
missioner) ; and 
(iii) not to exceed, for such part of such property or project as may be 
attributable to dwelling use, $2,250 per room (or $8,100 per family unit if 
the number of rooms in such property or project is less than four per family 
unit): Provided, That as to projects to consist of elevator-type structures, 
the Commissioner may, in his discretion, increase the dollar amount limita- 
tion of $2,250 per room to not to exceed $2,700 per room and the dollar 
amount limitation of $8,100 per family unit to not to exceed $8,400 per 
family unit, as the case may be, to compensate for the higher costs incident 
to the construction of elevator-type structures of sound standards of con- 
struction and design, except that the Commissioner may, by regulation, 
increase the foregoing limits by not to exceed $1,000 per room in any geo- 
graphical area where he finds that cost levels so require: And provided 
further, That nothing contained in this paragraph (B) shall preclude the 
insurance of mortgages covering existing multifamily dwellings to be re- 
habilitated or reconstructed for the purposes set forth in subsection (a) of 
this section. 
os ok +“ * * © + 
Src. 221. (a) This section is designed to supplement systems of mortgage 
insurance under other provisions of the National Housing Act in order to assist 
in relocating families from urban renewal areas and in relocating families to be 
displaced as the result of governmental action in a community respecting which 
(1) the Housing and Home Finance Administrator has made the certification to 
the Commissioner provided for by subsection 101 (ec) of the Housing Act of 1949, 
as amended, or (2) there is being carried out a project covered by a Federal-aid 
contract executed, or prior approval granted, by the Housing and Home Finance 
Administrator under title | of the Housing Act of 1949, as amended, before the 
effective date of the Housing Act of 1954. Mortgage insurance under this sec- 
tion shall be available only in those localities or communities which shall have 
requested such mortgage insurance to be provided: Provided, That the Commis- 
sioner shall prescribe such procedures as in his judgment are necessary to secure 
to the families [to be so displaced], referred to above, a preference or priority 
of opportunity to purchase or rent such dwelling units: Provided further, That 
the total number of dwelling units in properties covered by mortgage insurance 
under this section in any such community shall not exceed the aggregate number 
of such dwelling units which the Housing and Home Finance Administrator, from 
time to time, certifies to the Commissioner to be needed for the relocation of 
families [to be so displaced and] referred to above who would be eligible to rent 
or purchase dwelling accommodations in properties covered by mortgage insur- 
ance authorized by this section: Provided further, That, with respect to any com- 
munity referred to in clause (1) of this subsection, said Administrator shall not 
certify any dwelling units during any period when, in his opinion, the locality 
fails to carry out the workable program upon which said Administrator based the 
certification to the Commissioner that mortgage insurance under this section may 
be made available in such community: And provided further, That with respect to 
any community referred to in clause (2) of this subsection (but not clause (1) 
thereof), the number of dwelling units certified by said Administrator shall not 
exceed the number which he estimates to be needed for the relocation of such 
displaced families during the period when the project referred to in said clause (2) 
is being carried out. 
* * * * * * * 
(d) * * * 


(3) if executed by a mortgagor which is & private nonprofit corporation or 
association or other acceptable private nonprofit organization, regulated or 
supervised under Federal or State laws or by political subdivisions of States 
or agencies thereof, as to rents, charges, and methods of operation, in such 
form and in such manner as, in the opinion of the Commissioner, will effec- 
tuate the purposes of this section, the mortgage may involve a principal 
obligation not in excess of [$5,000,000] $12,500,000 with respect to any one 
mortgage instrument and such that the aggregate amount of any commitment or 
commitments issued and outstanding under this section at any time with respect 
to a project or projects in the same housing market area and involving the same 
mortgagor (or mortgagors under substantially the same control, as determined by 
the Commissioner) shall not exceed $12,500,000; and not in excess of $7,600 per 
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family unit for such part of such property or project as may be attributable 
to dwelling use, except that the Commissioner ens. é by regulation increase 
this amount to not to exceed $8,600 in any geographical area where he finds 
that cost levels so require, and not in excess of 95 per centum of the Com- 
missioner’s estimate of the value of the property or project when constructed, 
or repaired and rehabilitated, for use as rental accommodations for ten or 
more families eligible for occupancy as provided in this section; and 

* ok a * * OK * 
Sec. 223. (a) Notwithstanding any of the provisions of this title, and without 
regard to limitations upon eligibility contained in section [203 or section 207] 
203, 207, or 213, the Commissioner is authorized, upon application by the 
mortgagee, to insure or make commitments to insure under section [203 or sec- 
tion 207] 203, 207, or 213 of this title any mortgage— 
* * * * * * * 
(6) given to refinance an existing mortgage insured under section 608 of 
title VI prior to the effective date of the Housing Act of 1954 or under sec- 
tion 903 or section 908 of title IX: Provided, That the principal amount of 
any such refinancing mortgage shall not exceed the original principal amount 
or the unexpired term of such existing mortgage and shall bear interest at a 
rate not in excess of the maximum rate applicable to loans insured under 
section [203 or section 207] 203, 207, or 213, as the case may be, ex- 
cept that in any case involving the refinancing of a loan insured under sec- 
tion 608 or 908 in which the Commissioner determines that the insurance of 
a mortgage for an additional term will inure to the benefit of the applicable 
insurance fund, taking into consideration the outstanding insurance liability 
under the existing insured mortgage, such refinancing mortgage may have a 
term not more than twelve years in excess of the unexpired term of such 
existing insured mortgage: Provided, That a mortgage of the character de- 
scribed in paragraph (1), (2), (3), (4), or (5) shall have a maturity satisfac- 
tory to the Commissioner, but not to exceed the maximum term applicable 
to loans insured under section [203 or section'207] 2038, 207, or 213, 
as the case may be, and shall involve a principal obligation (including such 
initial service charges, appraisal, inspection, and other fees as the Commis- 
sioner shall approve) in an amount not exceeding 90 per centum of the 
appraised value of the mortgaged property, as determined by the Commis- 
sioner, and bear interest (exclusive of premium charges and service charges, 
if any) at not to exceed the maximum rate applicable to loans insured under 
section [203 or section 207] 203, 207, or 213, as the case may be, 
except that where a mortgage of a character described in paragraph (1), (2), 
(3), or (5) covers property held by a nonprofit cooperative ownership hous- 
ing corporation or nonprofit cooperative ownership housing trust, the per- 
manent occupancy of the dwellings of which is restricted to members of such 
corporations or to beneficiaries of such trust, if at least 65 per centum of 
such members or beneficiaries are veterans, such principal obligation may be 

in an amount not exceeding 95 per centum of such appraised value. 
* * * * ® * * 


Sec. 227. Notwithstanding any other provisions of this Act, no mortgage 
covering new or rehabilitated multifamily housing shall be insured under this 
Act unless the mortgagor has agreed (a) to certify, upon completion of the physical 
improvements on the mortgaged preperty or project and prior to final endorse- 
ment of the mortgage, either (i) that the approved percentage of actual cost (as 
those terms are hercin defined) equaled or exceeded the proceeds of the mortgage 
loan or (ii) the amount by which the proceeds of the mortgage loan exceeded such 
approved percentage of actual cost, as the case may be, and (b) to pay forthwith 
to the mortgagee, for application to the reduction of the principal obligation of 
such mortgage, the amount, if any, certified to be in excess of such approved 
percentage of actual cost. As used in this section— 

(a) The term “‘new or rehabilitated multifamily housing” means a project or 
property approved for mortgage insurance prior to the construction or the repair 
and rehabilitation involved and covered by a mortgage insured or to be insured 
(i) under section 207, (ii) under section 213 with respect to any property or project 
of a corporation or trust of the character described in paragraph numbered (1) of 
subsection (a) thereof, (iii) under section 220 if the mortgage meets the require- 
ments of paragraph (3) (B) of subsection (d) thereof, (iv) [under section 221] 
under section 221 1f the morigage meets the requirements of paragraph (3) of subsection 
(d) thereof, (v) under section 803, or (vi) under sections 903 and 908; 

* * * * * * e 
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TITLE III—FEDERAL NATIONAL MORTGAGE ASSOCIATION 


Sxc. 303. * * * 

(b) The Association shall accumulate funds for its capital surplus account 
from private sources by requiring each mortgage seller to make payments of non- 
refundable capital contributions equal to not less than [3 per centum] 2 per 
centum of the unpaid principal amount of mortgages therein involved in purchases 
or contracts for purchases between such seller and the Association, or such greater 
percentage as may from time to time be determined by the Association. <n 
addition, the Association may impose charges or fees for its services with the ob- 
jective that all costs and expenses of its operations should be within its income 
derived from such operations and that such operations should be fully self-support- 
ing. All earnings from the operations of the Association shall annually be trans- 
ferred to its general surplus account. At any time, funds of the general! surplus 
account may, in the discretion of the board of directors, be transferred to reserves. 
All dividends shall be charged against the general surplus account. This subsec- 
tion (b) shall be subject to the exceptions set forth in section 307 of this title. 

* * * * *” * 7~ 

Sec. 304. (a) To carry out the purposes set forth in paragraph (a) of section 
301, the operations of the Association under this section shall be confined, so far 
as practicable, to mortgages which are deemed by the Association to be of such 
quality, type, and class as to meet, generally, the purchase standards imposed by 
private institutional mortgage investors and the Association shall not purchase 
any mortgage insured or guaranteed prior to the effective date of the Housing 
Act of 1954. In the interest of assuring sound operation, the prices to be paid by 
the Association for mortgages purchased in its secondary market operations under 
this section, should be established, from time to time, at the market price for the 
particular class of mortgages involved, as determined by the Association on a uni- 
form national basis. The volume of the Association’s purchases and sales, and the 
establishment of the purchase prices, sale prices, and charges or fees, in its secondary 
market operations under this section, should be determined by the Association 
from time to time, and such determinations should be consistent with the objec- 
tives that such purchases and sales should be effected only at such prices and on 
euch terms as will reasonably prevent excessive use of the Association’s facilities, 
and that the operations of the Association under this section should be within its 
income derived from such operations and that such operations should be fully 
self-supporting. 

* * * * * * * 

Sec. 305. * * * 

(e) Notwithstanding any other provision of this Act, the Association is authorized 
to enter into advance commitment contracts which do not exceed $50,000,000 outstand- 
ing at any one time, tf such commitments relate to mortgages with respect to which the 
Federal Housing Commissioner shall have issued pursuant to section 213 either a 
commitment to insure or a statement of eligibility; but not more than $5,000,000 of 
such authorization shall be available for such commitments in any one State. 

(f) Notwithstanding any other provision of this Act, the Association ts authorized 
to make commitments to purchase and to purchase, service, or sell, any mortgage (or 
participation therein) which is insured under title VIII of this Act, as amended by 
the Housing Amendments of 1956. 

e * * aa a * . 


TITLE IV—INSURANCE OF SAVINGS AND LOAN ACCOUNTS 


* * * * * * . 

Src. 402. * * * 

[(b) The Corporation shall have a capital stock of $100,000,000, which shall 
be divided into shares of $100 each. The total amount of such capital stock shall 
be subscribed for by the Home Owners’ Loan Corporation which is hereby author- 
ized and directed to subscribe for such stock and make payment therefor in bonds 
of the Home Owners’ Loan Corporation. The Corporation shall issue to the 
Home Owners’ Loan Corporation receipts for payment for or on account of such 
stock, which shall serve as evidence of the ownership thereof, and the Home 
Owners’ Loan Corporation shall be entitled to the payment of dividends on such 
stock out of net earnings at a rate equal to the interest rate on such bonds, which 
dividends shall be cumulative.] 

(b) (1) Promptly after the effective date of the Housing Amendments of 1955, the 
Corporation shall issue to the Federal Home Loan Banks, and said banks shall pur- 
chase at par, debentures of the Corporation in a face amount equal to the par value of 
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the capital stock of the Corporation outstanding on the effective date of the Housing 
Amendments of 1955 plus the amount of any adjustments under the last sentence of 
this paragraph. Such debentures shall be in such form and denominations and shall 
have such other characteristics as shall be determined by the Corporation, but shall be 
subject to retirement only as provided in paragraph (2) of this subsection. The deben- 
tures aforesaid shall be purchased by the respective Federal Home Loan Banks in 
proportion to the capital stock of the respective Federal Home Loan Banks outstand- 
ang on the effective date of the Housing Amendments of 1955. The Corporation shall 
pay to each Federal Home Loan Bank, promptly after the end of each fiscal year, a 
return on the average amount, at par, of such debentures held by such bank during 
such fiscal year at a rate determined by the Corporation, after consultation with the 
Secretary of the Treasury, taking into consideration the current average rate as of the 
last day of the sixth month of such fiscal year on outstanding marketable obligations 
of the United States having a maturity from date of issue of not less than thirty months 
and not more than forty-two months. If the amount of such debentures to be issued 
to and purchased by any Federal Home Loan Bank, calculated under the foregoing 
provisions of this subsection, would not be a multiple of $100, such amount shall be 
the next higher multiple of $100. 

(2) The Corporation is authorized and directed to pay off and retire annually at 
par an amount of its debentures issued under this subsection equal to 50 per centum of 
ils net income for the fiscal year. Such payments shall be made prompily after the 
end of each fiscal year (beginning with the first fiscal year which ends after the issuance 
of such debentures) until the entire amount of such debentures is retired. 

” * x * * ” * 


[(h) After the effective date of this subsection the Corporation is authorized 
and directed to pay off and retire annually at par an amount of its capital stock 
equal to 50 per centum of its net income for the fiseal year. Such payments shall 
be made promptly after the end of each fiscal year (beginning with the first fiscal 
year which begins after the date of enactment of this subsection) until the entire 
capital stock of $100,000,000 is retired. In lieu of any and all unpaid dividends, 
whether for any present, past, or poe amen on its capital stock, the Corpora- 
tion shall pay to the Secretary of the Treasury, promptly after the end of each 
fiscal year, beginning with the fiscal year 1951, a return on the average amount, 
at par, of its capital stock outstanding during such fiscal year at a rate determined 
by the Secretary of the Treasury, taking into consideration the current average 
rate on outstanding marketable obligations of the United States as of the last day 
of the sixth month of such fiscal year, and the Corporation shall also pay to the 
Secretary of the Treasury an amount equal to 2 per centum simple interest per 
annum on its capital stock of $100,000,000 from June 27, 1934, to June 30, 1950, 
less any amount heretofore paid by the Corporation as dividends on such capital 
stock. The retirement of such capital stock shall not affect the applicability to 
said Corporation of the Government Corporation Control Act, as amended.J 

(hk) The Federal Savings and Loan Insurance Corporation shall, on or before sixty 
days after the effective date of the Housing Amendments of 1955, retire at par all out- 
standing stock held by the Secretary of the Treasury and shall pay to the Secretary of 
the Treasury a return on the average amount, at par, of capital stock outstanding 
during the fiscal years 1955 and 1956 at a rate determined by the Secretary of the 
Treasury, taking into consideration the current average rate on outstanding marketable 
obligations of the United States as of the last day of the sixth month of the fiscal year 
1955. An amount of funds of the Corporation equal to the proceeds of the debentures 
issued under subsection (b) of section 402 of this Act shall be available, to the extent 
necessary, for the retirement of such stock. The retirement of such stock shall not 
affect the applicability to said Corporation of the Government Corporation Control 
Act, as amended. 

* * * * * x * 

Sec. 403. * * * 

[(d) Any applicant which applies for insurance under this title after the first 
year of the operation of the Corporation shall pay an admission fee based upon 
the reserve fund of the Corporation, which, in the judgment of the Corporation, 
is an equitable contribution.] 

(d) Any institution which applies after the mee date of the Housing Amend- 
ments of 1955 for insurance under this title shall pay, in the event its application is 


approved, an admission fee in such amount as the Corporation shall determine, taking 
into consideration the total cost of processing all insurance applications. 

Sec. 404, * * * 

(c) If an insured institution has paid a premium (other than any premium 
which may be paid under subsection (d) or assessed under subsection (b) of this 
section) at a rate in excess of one-twelfth of 1 per centum of the total amount 
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of the accounts of its insured members and its creditor obligations for any period 
of time after June 30, 1949, it shall receive a credit upon its future premiums in 
an amount equal to the excess premium so paid for the period beyond such date. 

(d) Effective for the premium year of each insured institution beginning next after 
the effective date of the Housing Amendments of 1955 and continuing through the 
first premium year of each insured institution beginning next before that anniversary 
date of the effective date of the Housing Amendments of 1955 which occurs neat after 
the date on which all debentures issued by the Corporation under subsection (b) of 
section 402 of this Act shall have been retired, the rate of the premium provided for 
in subsection (a) of section 404 shall be one-eighth of 1 per centum in lieu of one- 
twelfth of 1 per centum 

* * « * * * * 

Sec. 406. * * * 

(e) The Corporation shall make an annual report to the [Housing and Home 
Finance Administrator] Congress of the operation by it of insured institutions in 
default, and shall keep a complete record of the administration by it of the assets 
of such insured institutions which shall be subject to inspection by any officer 
of any such insured institution or by any other interested party, and, if any such 
insured institution is operated under the laws of any State, Territory, or possession 
of the United States, or of the District of Columbia, such annual report shall 
also be filed with the public authority which has jurisdiction over the insured 
institution, 


* * * © * * * 
TITLE VI—WAR HOUSING INSURANCE 
* * * * * * z 


Sec. 604. * * * 

(f) If the net amount realized from any property conveyed to the Commissioner 
under this section and the claim assigned therewith, after deducting all expenses 
incurred by the Commissioner in handling, dealing with, and disposing of such 
property and in collecting such claims, exceeds the face value of the debentures 
issued and the cash paid in exchange for such property plus all interest paid on 
such debentures, such excess shall be divided as follows: 

(1) If such excess is greater than the total amount payable under the certificate 
of claim issued in connection with such property, the Commissioner shall pay to 
the holder of such certificate the full amount so payable, and any excess remaining 
thereafter shall be paid to the mortgagor of such property; and 

(2) If such excess is equal to or less than the total amount payable under such 
certificate of claim, the Commissioner shall pay to the holder of such certificate 
the full amount of such excess. 

Notwithstanding any other provisions of this section, the Commissioner is author- 
ized, with the consent of the mortgagee or mortgagor, as the case may be, to effect the 
settlement of certificates of claim and refunds at any time after the sale or transfer of 
title to the property conveyed to the Commissioner under this section and without 
awaiting the final liquidation of such property for the purpose of delermining the net 
amount to be realized therefrom. 

. * * * x * s 


CTITLE VIIS—-MILITARY HOUSING INSURANCE 


Sec. 801. As used in this title— 

(a) The term ‘‘mortgage’’ means a first mortgage on real estate, in fee simple, 
or on a leasehold (1) under a lease for not less than ninety-nine years which is 
renewable; or (2) under a lease for a period of not less than fifty years to run 
from the date the mortgage was executed; and the term “‘first mortgage’”’ means 
such classes of first liens as are commonly given to secure advances on, or the 
unpaid purchase price of, real estate, under the laws of the State in which the 
real estate is located, together with the credit instruments, if any, secured thereby. 

[(b) The term ‘‘mortgagee’”’ includes the original lender under a mortgage, and 
his successors and assigns approved by the Commissioner; and the term ‘“‘mort- 
gagor”’ includes the original borrower under a mortgage, his successors and assigns. 

(c) The term ‘“‘maturity date” means the date on which the mortgage indebted- 
ness would be extinguished if paid in accordance with periodic payments pro- 
vided for in the mortgage. 

{(d) The term “rental housing” means housing, the occupancy of which is 
permitted by the owner thereof in consideration of the payment of agreed charges 
whether or not by the termination of the agreement, such payment over a peri 
of time will entitle the occupant to the ownership of the premises. 
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(e) The term “military” includes Army, Navy, Marine Corps, and Air Force. 
(f) The term “State” includes the several States and Alaska, Hawaii, Puerto 
Rico, the District of Columbia, Guam, and the Virgin Islands. 

(Sec. 802. There is hereby created a Military Housing Insurance Fund which 
shall be used by the Commissioner as a revolving fund for carrying out the pro- 
visions of this title, and mortgages insured under this title shall be known and 
referred to as ‘‘military housing insured mortgages’. For the purposes of this 
fund there is hereby authorized to be appropriated the sum of $10,000,000. For 
immediate needs pending such appropriation, the Commissioner is directed to 
transfer the sum of $1,000,000 to such fund from the War Housing Insurance 
Fund created by section 602 of this Act, such amount to be reimbursed to the 
War Housing Insurance Fund upon the availability of the appropriations author- 
ized by this section. General expenses of operation of the Federal Housing 
oy gp retest under this title may be charged to the Military Housing Insurance 

und. 

(Sec. 803. (a) In order to assist in relieving the acute shortage of housing 
which now exists at or in areas adjacent to military installations because of 
uncertainty as to the permanency of such installations and to increase the supply 
of rental housing accommodations available to military and civilian personnel at 
such installations, the Commissioner is authorized, upon application of the mort- 
gagee, to insure mortgages (including advances on such mortgages during con- 
struction) which are eligible for insurance as hereinafter provided, and, upon such 
terms as the Commissioner may prescribe, to make commitments for so insuring 
such mortgages prior to the date of their execution or disbursement thereon: 
Provided, That the aggregate amount of principal obligations of all mortgages 
insured under this title shall not exceed $500,000,000 except that with the approval 
of the President such aggregate amount may be increased to not to exceed 
$1,000,000,000: And provided further, That no mortgage shall be insured under 
this title after June 30, 1955, except.(A) pursuant to a commitment to insure 
issued on or before such date, or (B) a mortgage given to refinance an existing 
mortgage insured under this title and which does not exceed the original principal 
amount and unexpired term of such existing mortgage. 

{(b) To be eligible for insurance under this title a mortgage shall meet the 
following conditions: 

£(1) The mortgaged property shall be held by a mortgagor approved by the 
Commissioner. The Commissioner may, in his discretion, require such mortgagor 
to be regulated or restricted as to rents or sales, charges, capital structure, rate of 
return, and methods of operations. The Commissioner may make such contracts 
with, and acquire for not to exceed $100 stock or interest in, any such mortgagor, 
as the Commissioner may deem necessary to render effective such restriction or 
regulation. Such stock or interest shall be paid for out of the Military Housing 
Insurance Fund, and shall be redeemed by the mortgagor at par upon the termina- 
tion of all obligations of the Commissioner under the insurance. 

{(2) The mortgaged property shall be designed for rent for residential use by 
civilian or military personnel of the Army, Navy, Marine Corps, or Air Force 
(including Government contractors’ employees) assigned to duty at the military 
installation at or in the area of which such property is constructed. Notwith- 
standing the provisions of any other law, preference or priority of opportunity in 
the occupancy of the mortgaged property for such personnel and their immediate 
families shall be provided under such regulations and procedures as may be pre- 
scribed by the Commissioner. No mortgage shall be insured under this title 
unless the Secretary of Defense or his designee shall have certified to the Com- 
missioner that the housing with respect to which the mortgage is made is necessary 
to provide adequate housing for such personnel, that such installation is deemed 
to be a permanent part of the Military Establishment, and that there is no present 
intention to substantially curtail activities at such installation. 

[(3) The mortgage shall involve a principal obligation in an amount— 

(A) not to exceed $5,000,000; and 

(B) not to exceed 90 per centum of the amount which the Commissioner 
estimates will be the replacement cost of the property or project when the 
proposed improvements are completed; and 

[(C) not to exceed an average of $8,100 per family unit for such part of 

such property or project as may be attributable to dwelling use, except that 
where the Secretary of Defense or his designee in exceptional cases certifies 
and the Commissioner concurs in such certification that the needs would 
be better served by single-family detached dwelling units the mortgage ma 
involve a principal obligation not to exceed $9,000 per family unit for su 





sior 
scri 
mol 
oth 
inst 
(4) 
cas] 
mat 
red 
doe 
Upc 
pay 
sion 
sect 
val 
the 
acec 
to t 
unp: 
(A 
mor 
pieti 








ree, 
rto 


ich 
ro- 
and 
this 
For 
l to 
in¢e 
the 
hor- 
sing 
ance 


sing 
e of 
pply 
el at 
10rt- 
con- 
such 
iring 
eon: 
rages 
roval 
cceed 
inder 
nsure 
sting 
cipal 


t the 


y the 
gagor 
ate of 
tracts 
Ago", 
ion or 
using 
mina- 


ise by 
Force 
ilitary 
twith- 
lity in 
ediate 
ye pre- 
s title 
Com- 
essary 
leemed 
yresent 


ssioner 
en the 


rt of 
rt that 
sertifies 
would 
ge ma 
or su 





HOUSING AMENDMENTS OF 1955 53 


part of such property as may be attributable to such dwelling units: Provided, 

hat the Commissioner may by Pa oer gore increase the $8,100 limitation by 
not exceeding $900 in any geographical area where he finds that cost levels 
so require. 

{The mortgagor shall enter into the agreement required by section 227 of this 
Act, as amended. 

{The mortgage shall provide for complete amortization by periodic payment 
within such terms as the Commissioner shall prescribe, and shall bear interest 
(exclusive of premium charges for insurance) at not to exceed 4% per centum per 
annum of the amount of the principal obligation outstanding at any time. The 
Commissioner may consent to the release of a part or parts of the mortgaged prop- 
erty from the lien of the mortgage upon such terms and conditions as he may pre- 
scribe and the mortgage may provide for such release. 

{(c) The Commissioner is authorized to fix a premium charge for the insurance 
of mortgages under this title but in the case of any mortgage such charge shall not 
be less than an amount equivalent to one-half of 1 per centum per annum nor more 
than an amount equivalent to 1% per centum per annum of the amount of the 
principal obligation of the mortgage outstafiding at any time, without taking 
into account delinquent payments or prepayments. Such premium charges shall 
be payable by the mortgagee, either in cash, or in debentures issued by the Com- 
missioner under this title at par plus accrued interest, in such manner as may be 
prescribed by the Commissioner: Provided, That the Commissioner may require 
the payment of one or more such premium charges at the time the mortgage is 
insured, at such discount rate as he may prescribe not in excess of the interest 
rate specified in the mortgage. If the Commissioner finds, upon the presentation 
of a mortgage for insurance and the tender of the initial premium charge and such 
other charges as the Commissioner may require that the mortgage complies with 
the provisions of this title, such mortgage may be accepted for insurance by indorse- 
ment or otherwise as the Commissioner may prescribe. In the event that the 
principal obligation of any mortgage accepted for insurance under this title is paid 
in full prior to the maturity date, the Commissioner is further authorized in his 
discretion to require the payment by the mortgagee of an adjusted premium 
charge in such amount as the Commissioner determines to be equitable but not in 
excess of the aggregate amount of the premium charges that the mortgagee would 
otherwise have been required to pay if the mortgage had continued to be insured 
under this title until such maturity date; and in the event that the principal obli- 
gation is paid in full as herein set forth, the Commissioner is authorized to refund 
to the mortgagee for the account of the mortgagor all, or such portion as he shall 
a to be equitable, of the current unearned premium charges theretofore 
paid. 

{(d) The failure of the mortgagor to make any payment due under or provided 
to be paid by the terms of a mortgage insured under this title shall be considered 
a default under such mortgage, and, if such default continues for a period of 
thirty days, the mortgagee shall be entitled to receive the benefits of the insurance 
as hereinafter provided, upon assignment, transfer, and delivery to the Commis- 
sioner, within a period and in accordance with rules and regulations to be pre- 
scribed by the Ccuarkiesionet of (1) all rights and interest arising under the 
mortgage so in default; (2) all claims of the mortgagee against the mortgagors or 
others, arising out of the mortgage transactions; (3‘ all policies of title or other 
insurance or surety bonds or other guaranties and any and all claims thereunder; 
(4) any balance of the mortgage loan not advanced to the mortgagor; (5) any 
cash or property held by the mortgagee, or to which it is entitled, as deposits 
made for the account of the mortgagor and which have not been applied in 
reduction of the principal of the mortgage indebtedness; and (6) all records, 
documents, books, papers, and accounts relating to the mortgage transaction. 
Upon such assignment, transfer, and delivery, the obligation of the mortgagee to 
pay the premium charges for mortgage insurance shall cease, and the Commis- 
sioner shall, subject to the cash adjustment provided for in subsection (e) of this 
section, issue to the mortgagee debentures having a total face value equal to the 
value of the mortgage, and a certificate of claim as hereinafter provided. For 
the purposes of this subsection, the value of the mortgage shall be determined in 
accordance with rules and regulations prescribed by the Commissioner, by adding 
to the amount of the original principal obligation of the mortgage which was 
unpaid on the date of default, the amount the mortgagee may have paid for 
(Ay taxes, special assessments, and water rates, which are liens prior to the 
mortgage; (B) insurance on the property; and (C) reasonable expenses for the com- 
pletion and preservation of the property and any mortgage insurance premiums 
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paid after default; less the sum of (i) an amount equivalent to 1 per centum of 
the unpaid amount of such principal obligation on the date of default; (ii) any 
amount received on account of the mortgage after such date; and (iii) any net 
income received by the mortgagee from the property after such date: Provided, 
That the mortgagee in the event of a default under the mortgage may, at its 
option and in accordance with regulations of. and in a period to be determined 
by the Commissioner, proceed to foreclose on and obtain possession of or otherwise 
acquire such property from the mortgagor after default, and receive the benefits 
of the insurance as hereinafter provided, upon (1) the prompt conveyance to the 
Commissioner of title to the property which meets the requirements of the rules 
and regulations of the Commissioner in force at the time the mortgage was 
insured, and which is evidenced in the manner prescribed by such rules and 
regulations; and (2) the assignment to him of all claims of the mortgagee against 
the mortgagor or others, arising out of the mortgage transaction or foreclosure 
proceedings, except such claims that may have been released with the consent of 
the Commissioner. Upon such conveyance and assignment, the obligation of 
the mortgagee to pay the premium charges for insurance shail cease and the 
mortgagee shall be entitled to recaive the benefits of the insurance as provided 
in this subsection, except that in such event the 1 per centum deduction, set out 
in (i) hereof, shall not apply. If, during the time the mortgage is insured and 
before the mortgagee has received the benefits of the insurance, the United 
States acquires, or commences eminent domain pre ne to acquire, all or a 
substantial part (as defined by the Commissioner) of the mortgaged property for 
the use of the National Military Establishment or the Atomic Energy Commission, 
the mortgagee may, at its election, within such time and in accordance with such 
regulations as the Commissioner may prescribe, receive the benefits of the 
insurance as provided in this subsection, notwithstanding the fact that the 
mortgage may not be in default. 

{(e) Debentures issued under this title shall be in such form and denominations 
in multiples of $50, shall be subject to such terms and conditions, and shall include 
such provisions for redemption, if any, as may be prescribed by the Commissioner 
with the approval of the Secretary of the Treasury, and may be in coupon or 
registered form. Any difference between the value of the mortgage determined 
as herein provided and the aggregate face value of the debentures issued, not to 
exceed $50, shall be adjusted by the payment of cash by the Commissioner to the 
mortgagee from the Military Housing Insurance Fund. 

{(f) Debentures issued under this title shall be executed in the name of the 
Military Housing Insurance Fund as obligor, shall be signed by the Commissioner, 
by either his written or engraved signature, and shall be negotiable. All such 
debentures shall be dated as of the date of default as determined in accordance 
with subsection (d) of this section, and shall bear interest from such date at a 
rate determined by the Commissioner with the approval of the Secretary of the 
Treasury, at the time the mortgage was accepted for insurance, but not to exceed 
3 per centum per annum, payable semiannually on the Ist day of January and the 
ist day of July of each year, and shall mature twenty years after the date thereof. 
Such debentures shall be exempt, both as to principal and interest, from all taxa- 
tion (except surtaxes, estate, inheritance, and gift taxes) now or hereafter imposed 
by any Territory, dependency, or possession of the United States or by the Dis- 
trict of Columbia, or by any State, county, municipality, or local taxing authority. 
They shall be paid out of the Military Housing nsurance Fund, which shall be 
primarily liable therefor, and they shall be fully and unconditionally guaranteed 
as to principal and interest by the United States, and such guaranty shall be 
expressed on the face of the debentures. In the event the Military Housing 
Insurance Fund fails to pay upon demand, when due, the principal of or interest 
on any debentures so guaranteed, the Secretary of the Treasury shall pay to the 
holders the amount thereof which is hereby authorized to be appropriated, and 
thereupon to the extent of the amount so paid the Secretary of the Treasury shall 
succeed to all the rights of the holders of such debentures. 

[(g) The certificate of claim issued by the Commissioner to any mortgagee in 
connection with the insurance of mortgages under this title shall be for an amount 
determined in accordance with subsections (e) and (f) of section 604 of this Act, 
except that any amount remaining after the payment of the full amount under 
the certificate of claim shall be retained by the Commissioner and credited to the 
Military Housing Insurance Fund. 

[(h) The provisions of section 207 (k) and section 207 (1) of this Act shall be 
applicable to mortgages insured under this title and to property acquired by the 

ommissioner hereunder, except that as applied to such mortgages and property 











of 

ny 

ret 

ed, 

its 

red 

rise 

fits 

the 

iles 
was 
and 
inst 
sure 
t of 
n of 
the 
ided 
out 
and 
ited 
ora 
y for 
sion, 
such 
’ the 
> the 


tions 
clude 
jioner 
on or 
nined 
10t to 
to the 


of the 
sioner, 
1 such 
“dance 


ranteed 
hall be 
Lousing 
interest 
y to the 
ed, and 
ry shall 


pagee in 
amount 
his Act, 
at under 
1d to the 


shall be 
d by the 
property 





HOUSING AMENDMENTS OF 1955 55 


(1) all references in such sections to the “Housing Fund” shall be construed to 
refer to the ‘‘Military Housing Insurance Fund”, and (2) the reference in section 
207 (k) to “subsection (g)”’ shall be construed to refer to “subsection (d)” of this 
section 803. 

{(i) The Commissioner shall also have power to insure under this title or titles 
II or VI any mortgage executed in connection with the sale by him of any prop- 
erty acquired under this title without regard to any limit as to eligibility, time 
or aggregate amount contained in this title or titles II or VI. 

C(j) Any contract of insurance executed by the Commissioner under this title 
shall be conclusive evidence of the eligibility of the mortgage for insurance, and 
the validity of any contract of insurance so executed shall be incontestable in the 
hands of an approved mortgagee from the date of the execution of such contract, 
except for fraud or misrepresentation on the part of such approved mortgagee. 

C(k) In order to assure an adequate market for mortgages insured under this 
title, the powers of the Federal National Mortgage Association and of any other 
Federal corporation or other Federal agency hereafter established, to purchase, 
service, or sell any mortgages, or partial interests therein, may be utilized in con- 
nection with mortgages insured under this title. 

{Sec. 804. (a) Moneys in the Military Housing Insurance Fund not needed 
for current operations under this title shall be depcsited with the Treasurer of 
the United States to the credit of the Military Housing Insurance Fund, or 
invested in bonds or other obligations of, or in bends or other obligations guar- 
anteed as to principal and interest by, the United States. The Commissioner 
may, with the approval of the Secretary of the Treasury, purchase in the open 
market debentures issued under the provisions of this title. Such purchases 
shall be made at a price which will provide an investment yield of not less than 
the yield obtainable from other investments authorized by this section. Deben- 
tures so purchased shall be cancelled and not reissued. 

{(b) Premium charges, adjusted premium charges, and appraisal and other 
fees, received on account of the insurance of any mortgage insured under this 
title, the receipts derived from any such mortgage or claim assigned to the Com- 
missioner and from any property acquired by the Commissioner, and all earnings 
on the essets of the Military Housing Insurance Fund, shall be credited to the 
Military Housing Insurance Fund. The principal of and interest paid and to 
be paid on debentures issued in exchange for any mortgage or property insured 
under this title, cash adjustments, and expenses incurred in the handling of such 
mortgages or property and in the foreclosure and collection of mortgages and 
claims assigned to the Commissioner under this title, shall be charged to the 
Military Housing Insurance Fund. 

[Sec. 805. Whenever the Secretary of the Army, Navy, or Air Force deter- 
mines that it is desirable to lease real property within the meaning of the Act 
of August 5, 1947 (61 Stat. 774), to effectuate the purposes of this title, the 
Secretary concerned is authorized to lease such property under the authority 
of said Act upon such terms and conditions as in his opinion will best serve the 
national interest without regard to the limitations imposed by said Act in respect 
to the term or duration of the lease, and the power vested in the Secretary or the 
Department concerned to revoke any lease made pursuant to said Act in the 
event of a national emergency declared by the President shall not apply. When- 
ever the Secretary of the Army, Navy, or Air Force determines it to be in the 
interest of national defense, he is hereby authorized to sell, transfer, and convey 
at fair value (as determined by him), for use under this title, all or any right, 
title, and interest in any real property under his jurisdiction, notwithstanding 
any limitations or requirements of law with respect to the use or disposition of 
such property. The authority conferred by this section shall be in addition to 
and not in derogation of any other power or authority of the Secretary of the 
Army, Navy, or Air Force. 

(Sec. 806. The second sentence of section 214 of the Nationa! Housing Act, as 
amended, relating to housing in the Territory of Alaska, shall not apply to mort- 
gages insured under this title on property in said Territory. 

[Sec. 807. Nothing in this title shall be construed to exempt any real property 
acquired and held by the Commissioner under this title from taxation by any 

tate or political subdivision thereof, to the same extent, according to its value, 
as other real property is taxed. 

[Sec. 808. The Commissioner is authorized and directed to make such rules 
and regulations as may be necessary to carry out the provisions of this title. 

[Sxc. 809. Whenever the Secretary of the Army, Navy, or Air Force, or his 
duly designated representative, determines that it is desirable in order to effectuate 
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the purposes of this title, the Secretary is authorized, without regard to the civil 
service and classification laws, to procure, by negotiation or otherwise, the sery- 
ices of architects and engineers, or organizations thereof, under such arrangements 
as he deems desirable, but at an expense not in excess of that permissible under 
the schedule of fees allowed from time to time by the Public Housing Adminis- 
tration in connection with projects assisted under the Uniced States Housing Act 
of 1937, as amended. Such services may include the development of plans, draw- 
ings, and specifications for rental housing under this title and other services in 
connection therewith: Provided, That such plans, drawings, and specifications 
may include the use on any project to be constructed under this title of alternate 
materials or alternate types of construction, including prefabrication, that pro- 
vida substantially equal value and conform to standards established by the Fed- 
eral Housing Administration: Provided further, That the Secretary may designate 
certain sites or parts thereof for rental housing to be furnished from prefabricated 
houses or housing components. Such arrangements may include provision for 
advance or progress payments, for payment by third parties, for payment by the 
Government of any such compensation as is not paid for by third parties, and 
shall include provision for reimbursement by third parties to the Government of 
any compensation or other expenses paid by the Government pursuant to this 
section, and may include other provisions for compensation. he Secretary is 
further authorized to advance or pay to the Federal Housing Administration its 
“Appraisal and Eligibility Statement” fees in connection with such rental hous- 
ing. The Secretary is further authorized to procure options from private parties 
for the acquisition by third parties of off-installation sites intended for such rental 
housing. The Secretary is further authorized to enter into arrangements by con- 
tract or otherwise for eventual acquisition by the Government, without cost to 
the Government, of all right, title, and interest in sites on which housing is con- 
structed pursuant to this title and improvements thereon. Any public-works 
appropriations now or hereafter available to the Departments of the Army, Navy, 
or Air Force may be obligated by the respective departments for these purposes. 
Reimbursements to the Government on account of payments made pursuant to 
section shall be made to appropriations against which such payments were 
charged. 

(Sec. 810. A mortgage which meets all of the eligibility requirements of this 
title except those specified in section 803 (b) (2) and which is secured by property 
designed for rent for residential use by personnel of the Atomic Energy Commis- 
sion (including military personnel and Government contractors’ employees) em- 
ployed or assigned to duty at the Atomic EKnergy Commission installation at or 
in the area in which such property is constructed shall be eligible for insurance 
under this title if the Atomie Energy Commission or its designee shall have certified 
to the Commissioner that the housing with respect to which the mortgage is made 
is necessary to provide adequate housing for such personnel, that such installation 
is deemed to be a permanent part of the Atomic Energy Commission establish- 
ment, and that there is no present intention to substantially curtail activities at 
such installation. Notwithstanding the provisions of any other law, preference 
or priority of opportunity in the occupancy of the mortgaged property for such 
personnel and their immediate families shall be provided under such regulations 
and procedures as may be prescribed by the Commissioner. To effectuate the 
purpose of this title the Atomic Energy Commission or its designee is authorized 
to exercise all the authority granted to the Secretary of Defense or the Secretary 
of the Army, Navy, or Air Force pursuant to this title. Nothing herein contained 
shall impair the powers vested in the Atomic Energy Commission by the Atomic 
Energy Act of 1946.] 


TITLE VIII—ARMED SERVICES HOUSING MORTGAGE INSURANCE 


Src. 801. As used in this title— 

(a) The term ‘‘mortgage’’ means a first mortgage on real estate, in fee simple, or 
on a leasehold (1) under a lease for not less than ninety-nine years which is renewable; 
or (2) under a lease for a period of not less than fifty years to run from the date the 
mortgage was executed; and the term “‘first mortgage” means such classes of first liens 
as are commonly given to secure advances on, or the unpaid purchase price of, real 
estate, under the laws of the State in which the real estate is located, together with the 
credit instruments, if any, secured thereby. 

(b) The term “mortgagee” includes the original lender under a mortgage, and his 
successors and assigns approved by the Commissioner; and the term “mortgagor” 
includes the original borrower under a mortgage, his successors and assigns (including 
the a States acting through the Secretary of Defense or his designee, and his 
assigns). 





-—. ~~ ~~ -«- 


_ ~-> 


80 
tie 
er 
cli 


A 
th 


col 








vil 
rv- 
nts 
jer 
\is- 
Act 
\W- 
in 
ons 
ate 
TO- 
ed- 
ate 
ted 
for 
the 
and 
t of 
this 
y is 
| its 
yUS- 
ties 
ntal 
on- 
t to 
con- 
orks 
AVY, 
ses, 
t to 
were 


this 
erty 
mis- 
em- 
at or 
ance 
ified 
nade 
ation 
ylish- 
es at 
rence 
such 
tions 
e the 
rized 
etary 
ained 
pomic 


NCE 


yle, or 
wahle; 


f, real 
ith the 


nd his 
gagor” 
luding 
nd his 





HOUSING AMENDMENTS OF 1955 57 


© The term “maturity date’’ means the date on which the mortgage indebtedness 
gen d be extinguished if paid in accordance with periodic payments provided for in 
mortgage. 

(d) The term “housing accommodations” means housing designed for occupancy 
by military personnel and their dependents, assigned to duty at or near the military 
installation where such housing units are constructed. 

(e) The term “personnel” shall include personnel of the military and civilian 
personnel approved by the Secretary of Defense, or his designee, and the dependents of 
all such personnel. 

(f) The term “military” includes Army, Navy, Marine Corps, Air Force, and 
Coast Guard. 

(g) The term “State” includes the several States and Alaska, Hawaii, Puerto Rico, 
the District of Columbia, Guam, and the Virgin Isiands. 

Sec. 802. The Military Housing Insurance Fund created by this section prior to 
amendment thereto shall hereafter be known as the Armed Services Housing Mortgage 
Insurance Fund. Generat expenses of operation of the Federal Housing Adminis- 
tration under this title (including operations with respect to mortgages insured or to 
be insured pursuant to this title prior to enactment of the Housing Amendments of 
1955) may be charged to the Armed Services Housing Mortgage Insurance Fund. 

Sec. 803. (a) In order to assist in relieving the acute shortage and urgent need for 
family housing which now erists at or in areas adjacent to military installations because 
of uncertainty as to the permanency of such installations and to increase the supply of 
necessary family housing accommodations for personnel at such installations, the 
Commissioner is authorized, upon application of the mortgagee, to insure mortgages 
(including advances on such mortgages during construction) which are eligible for 
insurance as hereinafter provided, and, upon such terms as the Commissioner may 
prescribe, to make commitments for so insuring such mortgages prior to the date of their 
execution or disbursement thereon: Provided, That the aggregate amount of principal 
obligations of all mortgages insured under this title shall not exceed $1,485,000,000: 
And provided further, That the limitation in section 217 of this Act shall not apply to 
this title: And provided further, That no mortgage shall be insured under this title after 
June 30, 1958, except pursuant to a commitment to insure issued before such date. 

(b) To be eligible for insurance under this title a mortgage shall meet the following 
conditions: 

(1) The mortgaged property shall be held by a mortgagor approved by the Com- 
missioner. The Commissioner may, in his discretion, require such mortgagor to be 
regulated or restricted as to capital structure, and methods of operation. The Com- 
misstoner may make such contracts with, and acquire for not to exceed $100 stock or 
interest in, any such mortgagor, as the Commissioner may deem necessary to render 
effective such restriction or regulation. Such stock or interest shall be paid for out 
of the Armed Services Housing Mortgage Insurance Fund, and shall be redeemed 
by the mortgagor at par upon the termination of all obligations of the Commissioner 
under the insurance. 

(2) The mortgaged property shall be designed for use for residential purposes by 
personnel of the armed services and situated at or near a military installation, and 
the Secretary shall have certified that there is no intention, so far as can reasonably 
be foreseen, to curtat! the personnel assigned or to be assigned to such installation, 
and (i) shall have determined that for reasons of safety, security, or other essential 
military requirements, tt is necessary that the personnel involved reside in public 
quarters, or (ii) after consultation with the Housing and Home Finance Adminis- 
trator, shall have determined that adequate housing ts not available for such personnel 
(and cannot otherwise be acquired or provided when needed from public or private 
sources) at reasonable rentals within reasonable commuting distance of the installa- 
tion. The housing accommodations shall comply with such standards and condi- 
tions as the Commissioner may prescribe to establish the acceptability of such prop- 
erty for mortgage insurance, except that the certification of the Secretary of Defense, 
or his designee, shall (for purposes of mortgage insurance under this title) be con- 
clusive evidence to the Commissioner of the existence of the need for such housing. 
However, if the Commissioner does not concur in the housing necds as certified by 
the Secretary, the Commissioner may require the Secretaru to quarantee the Armed 
Services Housing Mortgage Insurance Fund from loss with respect to the mortgage 
coverina such housing. 

(8) The mortgage shall involve a principal obligation in an amount— 

(A) not to exceed the amount which the Commissioner estimates will be the 
replacement cost of the property or project when the proposed improvements are 
completed (the cost of the property or project as such term is used in this para- 
graph may include the cost of the land, the physical improvements, and ulilities 
within the boundaries of the property or project) ; 
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(B) not to exceed an average of $13,500 per family unit for such part of such 
property or project as may be attributable to dwelling use: Provided, That the 
replacement cost of the property or project as determined by the Commissioner, 
including the estimated value of the utilities within the boundaries of the property 
or project where owned by the United States and not provided for out of the pro- 
ceeds of the mortgage, shall not exceed an average of $18,500 per family unit; and 

(C) not to exceed the bid of the eligible builder of the property or project under 
section 403 of the Housing Amendments of 1956. 

The mortgage shall provide for complete amortization by periodic payments within 
such terms as the Commissioner shall prescribe, have a maturity not to exceed thirty 
years, and shall bear interest (exclusive of premium charges for insurance) at not to 
exceed 4 per centum per annum of the amount of the principal obligation oulstanding 
at any time. The Commissioner may consent to the release of a part or parts of the 
mortgaged property from the lien of the mortgage upon such terms and conditions as 
he may prescribe and the mortgage may provide for such release. 

(c) The Commissioner is authorized to fix a premium charge fot; the insurance of 
morigages under this title but in the case of any mortgage such charge shall not be less 
than an amount equivalent to one-half of 1 per centum per annum nor more than an 
amount equivalent to 144 per centum per annum of the amount of the principal obli- 
gation of the mortgage outstanding at any time, without taking into account delin- 
quent payments or prepayments. Such premium charges shall be payable by the 
mortgagee, either in cash, or in debentures issued by the Commissioner under this 
title at par plus accrued interest, in such manner as may be prescribed by the Com- 
missioner: Provided, That the Commissioner may require the payment of one or more 
such premium charges at the time the mortgage is insured, at such discount rate as he 
may prescribe not in excess of the interest rate specified in the mortgage. If the Com- 
missioner finds, upon the presentation of a mortgage for insurance and the tender of 
the initial premium charge and such other charges as the Commissioner may require, 
that the mortgage complies with the provisions of this title, such mortgage may be 
accepted for insurance by endorsement or otherwise as the Commissioner may pre- 
scribe. In the event that the principal obligation of any mortgage accepted for insur- 
ance under this title is paid in full prior to the maturity date, the Commissioner is 
authorized to refund to the mortgagee for the account of the mortgagor all, or such 
portion as he shall determine to be equitable, of the current unearned premium charges 
theretofore paid. 

(d) The failure of the mortgagor to make any payment due under or provided to be 
paid by the terms of a mortgage insured under this title shall be considered a default 
under such mortgage, and, if such default continues for a period of thirty days, the 
mortgagee shall be entitled to receive the benefits of the insurance as hereinafter provided, 
upon assignment, transfer, and delivery to the Commissioner, within a period and in 
accordance with rules and regulations to be prescribed by the Commissioner of (1) all 
rights and interest arising under the mortgage so in default; (2) all claims of the mort- 
gagee against the mortgagor or others, arising out of the mortgage transactions; (3) all 
policies of title or other insurance or surety bonds or other guaranties and any and all 
claims thereunder; (4) any oalance of the mortgage loan not advanced to the mortgagor; 
(5) any cash or property held by the mortgagee, or to which it is entitled, as deposits 
made for the account of the mortgagor and which have not been applied in reduction of 
the principal of the mortgage indebtedness; and (6) all records, documents, books, 
papers, and accounts relating to the mortgage transaction. Upon such assignment, 
transfer, and delivery, the obligation of the mortgagee to pay the premium charges for 
mortgage insurance shall cease, and the Commissioner shall, subject to the cash adjust- 
ment provided for in subsection (e) of this section, issue to the mortgagee debentures 
having a total face value equal to the value of the mortgage, and a certificate of claim as 
hereinafter provided. For the purposes of this subsection, the value of the mortgage 
shall be determined in accordance with rules and requlations prescribed by the Commis- 
sioner, by adding to the amount of the original principal obligation of the mortgage 
which was unpaid on the date of default, the amount the mortgagee may have paid for 
(A) taxes, special assessments, and water rates, which are liens prior to the mortgage; 

(B) insurance on the property; and (C) reasonable expenses for the completion and 
oo of the property and any mortgage insurance premiums paid after default; 

ess the sum of (i) any amount received on account of the mortgage after such date; 
and (ii) any net income received by the mortgagee from the property after such date. 
Upon assignment, the obligation of the mortgagee to pay the premium charges for 
insurance shall cease and the mortgagee shall be entitled to receive the benefits of the 
insurance as provided in this subsection. 

(e) Debentures issued under this title shall be in such form and denominations in 
multiples of $50, shall be subject to such terms and conditions, and shall include such 
provisions for redemption, if any, as may be prescribed by the Commissioner with 
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the approval of the Secretary of the Treasury, and may be in coupon or registered 
form. Any difference between the value of the mortgage determined as herein pro- 
vided and the aggregate face value of the debentures issued, not to exceed $50, shall be 
adjusted by the payment of cash by the Commissioner to the mortgagee from the 
Armed Services Housing Mortgage Insurance Fund. 

(f) Debentures issued under this title shall be executed in the name of the Armed 
Services Housing Mortgage Insurance Fund as obligor, shall be signed by the Com- 
missioner, by either his written or engraved signature, and shall be negotiable. All 
such debentures shall be dated as of the date of default as determined in accordance 
with subsection (d) of this section, and shall bear interest from such date at a rate 
determined by the Commissioner with the approval of the Secretary of the Treasury, 
at the time the mortgage was accepted for insurance, but not to exceed 3 per centum 
per annum, payable semiannually on the 1st day of January and the Ist day of July 
of each year, and shall mature twenty years afler the date thereof. Such debentures 
shall be exempt, both as to principal and interest, from all taxation (except surtazes, 
estate, inheritance, and gift taxes) now or hereafter imposed by any Territory, depend- 
ency, or possession of the United States or by the District of Columbia, or by any 
State, county, municipality, or local taxing authority. They shall be paid out of the 
Armed Services Housing Mortgage Insurance Fund, which shall be primarily liable 
therefor, and they shall be fully and unconditionally guaranteed as to principal and 
interest by the United States, and such quaranty shall be expressed on the face of the 
debentures. In the event the Armed Services Housing Mortgage Insurance Fund 
fails to pay upon demand, when due, the principal of or interest on any debentures 
so guaranteed, the Secretary of the Treasury shall pay to the holders the amount 
thereof which is hereby authorized to be appropriated, and thereupon to the extent of 
the amount so paid the Secretary of the Treasury shall succeed to all the rights of the 
holders of such debentures. 

(9) The certificate of claim issued by the Commissioner to any mortgagee in connec- 
tion with the insurance of mortgages under this litle shall be for an amount determined 
in accordance with subsections (e) and (f) of section 604 of this Act. except that any 
amount remaining afler the payment of the full amount under the certificate of claim 
shall be retained by the Commissioner and credited to the Armed Services Housing 
Mortgane Insurance Fund. 

(h) The provisions of section 207 (k) and section 207 (I) of this Act shall be appli- 
cable to mortgages insured under this title and to property acquired by the Commis- 
stoner hereunder, except that as applied to such mortgages and property (1) all refer- 
ences in such sections to the “Housing Fund” shall be construed to refer to the “Armed 
Services Housing Mortgage Insurance Fund’’, and (2) the reference in section 207 (k) 
to “‘suhsection (@)” shall be construed to refer to ‘‘subsection (d)” of this section. 

(i) The Commissioner shall also have power to insure under this title or title II any 
mortgage executed in connection with the sale by him of any property acquired under 
this title without regard to any limit as to eligibility, time or aggregate amount con- 
tained in this title or title II 

(7) Any contract of insurance executed by the Commissioner under this litle shall be 
conclusive evidence of the eligibility of the mortgage for insurance and the validity of 
any contract of insuranc: so executed shall be incontestable in the hands of an approved 
mortgagee from the date of the execution of such contract, except for fraud or misrepre- 
sentation on the part of such approved mortgagee. 

Sec. 804. (a) Moneys in the Armed Services Housing Mortgage Insurance Fund 
not needed for current operations under this title shall be deposited with the Treasurer 
of the United States to the credit of the Armed Services Housing Mortgege Insurance 
Fund, or invested in bonds or other obligations of, or in bonds or other obligations 
guaranteed as to principal and interest by, the United States. The Commissioner 
may, with the approval of the Secretary of the Treasury, purchase in the open market 
debentures issued under the provisions of this title. Such purchases shall be made at 
& price which will provide an investment yie'd of not less than the yield obtainable from 
other investments authorized by this section. Debentures so purchased shall be 
canceled and not reissued. 

(b) Premium charges, adjusted premium charges, and appraisal and other fees, 
received on account of the insurance of any mortgage insured under this title, the re- 
ceipts derived from any such mortgage or claim assigned to the Commissioner and from 
any property accuired by the Commissioner, and all earnings on the assets of the 
Armed Services Housing Mortgage Insurance Fund, shall be credited to the Armed 
Services Housing Mortgage Insurance Fund. The principal of and interest paid 
and to be paid on debentures issued in exchange for any mortgage or property insured 
under this title, cash adjustments, and expenses incurred in the handling of such 
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morigages or properly and in the foreclosure and collection of mortgages and claims 
assigned to the Commissioner under this litle, shall be charged to the Armed Services 
Housing Morigage Insurance Fund. 

Sec. 805. Whenever the Secretary of the Army, Navy, or Air Force determines 
that it is necessary to lease any land held by the United States on or near a military 
installation to effectuate the purposes of this litle, he may lease such land upon such 
terms and conditions as will, in his opinion, best serve the national interest. When- 
ever the Secretary ef the Army, Navy, or Air Force determines it to be in the interest 
of national defense, he is hereby authorized to sell, transfer, and convey at fair value 
(as determined by him), for use under this title, all or any right, title, and interest 
in any real property under his jurisd‘ction, notwithstanding any limitations or 
requirements of law with respect to the use or disposition of such property. The 
authority conferred by this section shall be in addition to and not in derogation of any 
other power or authority of the Secretary of the Army, Navy, or Air Force. 

Sec. 806. The second sentence of section 214 of the National Housing Act, as 
amended, relating to hvusing in the Territory ef Alaska, shall not apply to mortgages 
insured under this ttle on property in sa*d Territory. 

Sec. 807. Nothing in this title shall be construed to exempt any real property 
after being acquired and held by the Commissicner under section 803 (d) of this title 
from tazation by any State or political subdivision thereof, to the same extent, according 
to its value, as other real property 7s tazed. 

Sec. 808. The Commissioner is authorized and directed to make such rules and 
regulations as may be necessary to carry out the provisions of this title In the per- 
formance of, and with respect to, the functions, powers, and duties vested in him by 
this title, the Commissioner notwithstanding the provistons of any other law, shall 
appoint a Special Assistant for Armed Services Housing for Mortgage Insurance, and 
provide the Special Assistant with adequate staff, whose whole responsibility will be to 
expedite operations under this title and to eliminate administrative obstacles to the full 
utilization of this title under the direction and supervision of the Commissioner. 

Sec. 809. The cost certification required under section 227 of this Act shall not be 
required with respect to mortgages insured under the provisions of this title as amended 
by the Housing Amendments of 1955. 

* * * * * * * 


TITLE X—SMOKE ELIMINATION AND AIR POLLUTION 
PREVENTION 


Sec. 1001. The Congress hereby declares that smoke elimination and air pollution 
revention are important factors in the prevention and rehabilitation of slums and 
lighted areas and in the conservation of the health and property of the people of the 

United States. Jt is the objective of this tille to asstst in smoke elimination and air 
pollution prevention by providing for research and loans. 

Sec. 1002. (a) The Secreiary of Health, Education, and Welfare (hereinafter re- 
ferred to in this irtle as the Secretary) shall undertake and conduct a program of tech- 
nical research and studies concerned with (a) causes, hazards, and effects of air pollu- 
tion and excessive smoke, (b) devices, structures, machinery. equipment, and methods 
(including methods of selecting and using fuels) for the prevention or elimination of 
excessive smoke and air pollution or the collection of atmospheric contaminants, and 
(c) guidance and assistance to States and local communities in smoke abatement and 
air pollution prevention and control. 

(b) Contracts may be made by the Secretary for technical research and studies 
authorized by this section for work to continue not more than four years from the 
date of any such contract. Any unexpended balances of appropriations properly 
obligated by such contracting may remain upon the books of the Treasury for not 
more than five fiscal years before being carried to the surplus fund and covered into 
the Treasury. All contracts made by the Secretary for technical research and studies 
authorized by this or any other Act shall contain requirements making the results 
of such research or studies available to the public through dedication, assignment to 
the Government, or such other means as the Secretary shall determine. The Secretary 
shall disseminate, and without regard to the provisions of section 306 of the Penalty 
Mail Act of 1948, the results of such research and studies in such form as may be 
most useful to industry and to the general public. 

(c) In carrying out research and studies under this litle, the Secretary shall utilize, 
to the fullest extent feasible, the available facilities of existing bureaus and offices 
within the Department of Health, Education, and hy. feeb other departments, inde- 
pendent establishments, and agencies of the Federal Government, and shall consult 


with, and make recommendations to, such other departments, independent establish- 
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ments, and agencies with res to such action as may be necessary and desirable 
to overcome existing gaps and deficiencies in available data with respect to excessive 
smoke and air pollution causes, prevention, and control or in the facilities available 
for the collection of such data. For the purposes of this title, the Secretary is further 
authorized to undertake research and studies cooperatively with agencies of State 
or local governments, and educational institutions, and other nonprofi! organizations, 
and may, in addition to and not in derogation of any powers and authoriltes conferred 
under any other Act— 

(1) with the consent of the agency or organization concerned, accept and utilize 
equipment, facilities, or the services of employees of any State or local public 
agency or instrumentality, educational institution, or nonprofit agency or 
organization and, in connection with the utilization of such services, may make 
payments for transportation while away from their homes or regular places of 
business and per diem in lieu of subsistence en route and at place of oak service, 
in accordance with the provisions of section 5 of Public Law 600, approved 
August 2, 1946; 

(2) utilize, contract with, and act through, without regard to section 3709 of 
the Revised Statutes, any Federal, State, or local public agency or instrumentality, 
educational institution, or nonprofit agency or organization with its consent, 
and any funds available to the Secretary for carrying out his functions, powers, 
and duties under this section shall be available to reimburse or pay any such 
agency, instrumentality, institution, or organization; and, whenever necessary 
in the judgment of the Secretary, he may make advance, progress, or other pay- 
ments with respect to such contracts without regard to the provisions of section 
3648 of the Revised Statutes; and 

(3) make expenditures for all necessary expenses, including preparation, 
mounting, shipping, and installation of exhibits; purchase and exchange of 
technical apparatus; and such other expenses as may, from time to time, be found 
necessary wn carrying out the Secretary's functions, powers, and duties under this 
title. 

(d) In addition to the foregoing, the Secretary is further authorized, for the purposes 
of this title, to make arrangements for cooperative studies with industry and other 
private organizations, and to make grants to public and private agencies and institu- 
tions for research, training, and demonstration projects. 

(e) There is hereby authorized to be appropriated to carry out the purposes of this 
section, such sums as may be necessary therefor. 

Sec. 1008. (a) The Housing and Home Finance Administrator (hereinafter 
referred to in this title as the Administrator) within the limits hereinafter provided, is 
authorized to purchase the obligations of, and to make loans to, any business enter- 
prise to aid in financing the purchase, installation, construction, reconstruction, or 
remodeling of any device, structure, machinery, or equipment used or to be used in 
connection with the enterprise’s business activities where the purchase, installation, 
construction, reconstruction, or remodeling would (1) substantially reduce the amount 
of smoke or air pollution or contamination in the community in which the device, 
structure, machinery, or equipment is located or to be located, or (2) in conjunction 
with other proposed action in the community, substantially reduce the amount of 
such smoke, pollution, cr contaminatzon. 

(b) No financial assistance shall be extended pursuant to this section unless (1) the 
financial assistance applied for is not otherwise available on reasonable terms, and 
(2) the Administrator finds that in the community in which the financial assistance 
is to be used there exists a workable program for effectively dealing with the problem of 
smoke or air pollution or contamination. All securities and obligations purchased 
and all loans made shall be of such sound value or so secured as reasonably to assure 
retirement or repayment and such loans shall be made in cooperation with banks or 
other lending institutions through agreements to participate or by the purchase of 
participations, or otherwise. 

(c) Loans made pursuant to this section may be made subject to the condition that, 
if at any time or times or for any period or periods during the life of the loan contract 
the business enterprise can obtain loan funds from sources other than the Federal 

vernment at interest rates as low as or lower than provided in the loan contract, it 
may do so with the consent of the Administrator at such times and for such periods 
without waiving or surrendering any rights to loan funds under the contract for the 
remainder of the life of such contract, and, in any such case, the Administrator ts 
authorized to consent to a pledge by the business enterprise of the loan contract, and 
any or all of its rights Patho: «ay as security for the repayment of the loan funds so 
obtained from other sources. 
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a The loans shall be repaid within such period, not exceeding twenty years, as 
may be determined by the Administrator, and shall bear interest at a rate determined 
by the Administrator which shall be not less than 1 per centum plus the base annual 
rate which the Secretary of the Treasury shall specify as applicable to the six-month 
period (beginning with the six-month period ending July 31, 1955) during which 
the contract for the loans is made: Provided, That such base annual rate for each 
siz-month period shall be determined by the Secretary of the Treasury by estimating 
the average yield to maturity, on the basis of daily closing market bid quotations or 
prices during the month of May or the month of November, as the case may be, nert 

receding such six-month period, on all outstanding marketable obligations of the 

nited States having a maturity date of fifieen or more years from the first day of 
such month of May or November, and by adjusting such estimated average annual 
yield to the nearest one-eighth of 1 per centum. 

(e) The total amount of investments, loans, purchases, and commitments made 
pursuant to this section shall not exceed $50,000,000 outstanding at any one time. 

(f) There are hereby authorized to be appropriated such sums as may be necessary 
to carry out the purposes of this section. Funds made available to the Administrator 
pursuant to the vrovisions of this section shall be deposited in a checking account or 
accounts with the Treasurer of the United States. Receipts and assets obtained or 
held by the Administrator in connection with the verformance of his functions under 
this section, and all funds available for carrying out the functions of the Administrator 
under this section, shall be available for any of the purposes of this section, including 
administrative expenses of the Administrator in connection with the performance of 
such functions. 

(g) Not more than 10 per centum of the funds provided for in this section in the 
form of loans shall be made available within any one State. 

(h) In the performance of, and with respect to, the functions, powers, and duties 
vested in him by this section the Administrator shall (in addition to any authority 
otherwise vested in him) have the functions, powers, and duties set forth in section 402 
(c), except subsection (2), of the Housing Act of 1950. 

Sec. 1004. Nothing in this title shail be construed to affect in any way the avail- 
ability of amounts otherwise appropriated for work in the field of smoke elimination 
and air pollution prevention; nor to interfere with or diminish any programs now 
being carried on by or through any Federal agency for, such purposes. 


THE DEFENSE HOUSING AND COMMUNITY FACILITIES AND SERVICES 
ACT OF 1951, AS AMENDED 
= *. o e * s J 


Sec. 104. After June 30, 1953, no construction of permanent housing may be 
begun under title III of this Act. After June 30, 1954, (a) no mortgage may be 
insured under title IX of the National Housing Act, as amended (except (i) 
pursuant to a commitment to insure issued on or before such date or (ii) after 
July 31, 1954, and until July 1, [1955] 1956, during na, J bias or for such project 
or projects, as the President may [designate hereunder] designate hereunder or (iti) 
pursuant to a commitment to insure issued pursuant to the preceding clause (ii)), 
(b) no agreement may be made to extend assistance for the provision of community 
facilities or services under title III of this Act, and no construction of temporary 
housing or community facilities by the United States may be begun under such 
title, except after July 31, 1954, and until July 1, [1955] 1946, during such period, 
or for such project or projects, as the President may [designate hereunder] desig- 
nate hereunder or thereafter pursuant to a commitment to extend assistance for such 
community facilities or services or to construct such temporary housing or community 
facilities, issued before the close of July 1, 1956: Provided, That, to the extent 
necessary to assure the adequate completion of any facilities for which prior agree- 
ments have been made under title III, the Housing and Home Finance Adminis- 
trator may, at any time after July 31, 1954, enter into amendatory agreements 
under such title involving the expenditure of additional Federal funds within the 
balance available therefor on or before such date and (c) no loan may be made or 
obligations purchased by the Housing and Home Finance Administrator under 
section 102a of the Housing Act of 1948, as amended (except pursuant to a com- 
mitment issued on or before June 30, 1953, or to refinance an existing loan or 
toaa obligation held under such section by said Administrator on June 30, 
1953). 
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THE HOUSING ACT OF 1949, AS AMENDED 


TITLE I—SLUM CLEARANCE AND URBAN RENEWAL 


Src. 101. * * * 

(c) No contract shall be entered into for any ‘oan or capital grant under this 
title, [or for annual contributions or capital grants pursuant to the United States 
Housing Act of 1937, as amended, for any project or projects not constructed or 
covered by a contract for annual contributions prior to the effective date of the 
Housing Act of 1954,] and no mortgage shall be insured, and no commitment to 
insure a mortgage shall be issued, under section 220 or 221 of the National Housing 
Act, as amended, unless (1) there is presented to the Administrator by the locality 
a workable program (which shall inelude an official plan of action, as it exists from 
time to time, for effectively dealing with the problem of urban slums and blight 
within the community and for the establishment and preservation of a well- 

lanned community with well-organized residential neighborhoods of decent 
| secre and suitable living environment for adequate family life) for utilizing 
appropriate private and public resourees to eliminate, and prevent the develop- 
ment or spread of, slums and urban blight, to encourage needed urban rehabilita- 
tion, to provide for the redevelopment of blighted, deteriorated, or slum areas, or 
to undertake such of the atoresaid activities or other feasible community activities 
as may be suitably employed to achieve the objectives of such a program, and 
(2) on the basis of his review of such program, the Administrator determines that 
such program meets the requirements of this subsection and certifies to the con- 
stituent agencies affected that the Federal assistance may be made available in 
such community: Provided, That this sentence shall not applv to the insurance of, 
or commitment to insure, a mortgage under section 220 of the National Housing 
Act, as amended, if the mortgaged property is in an area referred to in clause (A) (i) 
of paragraph (1) of section 220 (d), or under section 221 of the National Housing 
Act, as amended, if the mortgaged property is in a community referred to in 
clause (2) of section 221 (a) of said Act: And provided further, That, notwith- 
standing any other provisions of !aw which would authorize such delegation or 
transfer, there shall not be delegated or transferred to any other official (except 
an officer or employee of the Housing and Home Finanee Agenev serving as 
Acting Administrator during the absence or disability of the Administrator or in 
the event of a vacancy in that office) the fina! authority vested in the Adminis- 
trator (i) to determine whether any such workable program meets the require- 
ments of this subsection, (ii) to make the certification that Federal assistance of 
the types enumerated in this subsection may be made available in such com- 
munity, (iii) to make the certifications as to the maximum number of dwelling 
units needed for the relocation of families to be displaced as a result of govern- 
mental action in a community and who would be eligible to rent or purchase 
dwelling accommodations in properties covered by mortgage insurance under 
section 221 of the National Housing Act, as amended, or (iv) to determine that 
the relocation requirements of section 105 (c) of this title have been met. 

* * * * * * * 
Src. 103. * * * 

(b) The Administrator, on and after Juiy 1, 1949, may, with the approval of 
the President, contract to make capital grants, with respect to projects assisted 
under this title, aggregating not to exceed [$100,000,000, which limit shall be 
increased by further amounts of $100,000,000 on July 1 in each of the years 1950, 
1951, 1952, and 1953, respectively: Provided, That (subject to the total authori- 
zation of not to exceed $500,000,000) J $500,000,000, which limit shall be increased 
by further amounts of $212,500,000 on July 1 in each of the years 1955 and 1956, 
respectively: Provided, That such limit, and any such authorized increase therein, 
may be increased, at any time or times, by additional amounts aggregating not 
more than $100,000,000 upon a determination by the President, after receiving 
advice from the Council of Economic Advisers as to the general effect of such 
increase upon the conditions in the building industry and upon the national 
economy, that such action is in the public interest. The faith of the United States 
is solemnly pledged to the payment of all capital grants contracted for under 
this title, and there are hereby authorized to be appropriated, out of any money 
in the Treasury not otherwise appropriated, the amounts necessary to provide 
for such payments, 

* * * * * * * 
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So, 106. * * * 

(e) Not more than 10 per centum of the funds provided for in this title, either 
in the form of loans or grants, shall be expended in any one State: Provided, That 
the Administrator, without regard to such limitation, may enter into contracts 
for capital grants aggregating not to exceed [$35,000,000] $70,000,000 (subject 
to the total authorization provided in section 103 (b) of this title) with local 
public agencies in States where more than two-thirds of the maximum capital 
grants permitted in the respective State under this subsection has been obligated, 

* * * * * * * 


Sec. 110. * * * 

(c) ‘Urban renewal project” or “project” may include undertakings and activi- 
ties of a local public agency in an urban renewal area for the elimination and for 
the prevention of the development or spread of slums and blight, and may involve 
slum clearance and redevelopment in an urban renewal area, or rehabilitation or 
conservation in an urban renewal area, or any combination or part thereof, in 
accordance with such urban renewal plan. For the purposes of this subsection, 
“slum clearance and redevelopment” may include (1) acquisition of (i) a slum 
area or a deteriorated or deteriorating area, or (ii) land which is predominantly 
open and which because of obsolete platting, diversity of ownership, deterioration 
of structures or of site improvements, or otherwise, substantially impairs or 
arrests the sound growth of the community, or (iii) open land necessary for sound 
community growth which is to be developed for predominantly residential uses: 
Provided, That the requirement in paragraph (a) of this section that the area be 
a slum area or a blighted, deteriorated, or deteriorating area shall not be applicable 
in the case of an open land project: And provided further, That financial assist- 
ance shall not be extended under this title for any project involving slum clear- 
ance and redevelopment of an area which is not clearly predominantly residential 
in character unless such area is to be redeveloped for predominantly residential 
uses, except that, where such an area which is not predominantly residential in 
character contains a substantial number of slum, blighted, deteriorated, or 
deteriorating dwellings or other living accommodations, the elimination of which 
would tend to promote the public health, safety and welfare in the locality in- 
volved and such area is not appropriate for redevelopment for predominantly 
residential uses, the Administrator may extend financial assistance for such a 
project, but the aggregate of the capital grants made pursuant to this title with 
respect to such projects shall not exceed 10 per centum of the total amount of 
capital grants authorized by this title; (2) demolition and removal of buildings 
and improvements; (3) installation, construction, or reconstruction of streets, 
utilities, parks, playgrounds, and other improvements necessary for carrying out 
in the area the urban renewal objectives of this title in accordance with the urban 
renewal plan; and (4) making the land available for development or redevelop- 
ment by private enterprise or public agencies (including sale, initial leasing, or 
retention by the local public agency itself) at its fair value for uses in accordance 
with the urban renewal plan. Where land within the purview of subparagraph 
(1) (ii) or (1) (iti) hereof (whether it be predominantly residential or nonresi- 
dential in character) is to be redeveloped for predominantly nonresidential uses, 
financial assistance under this title (ineluding the making of capital grants) may be 
extended therefor if the governing body of the local public agency determines that such 
redevelopment for predominantly nonresidential uses is necessary and appropriate 
to facilitate the proper growth and development of the community in accordance with 
sound planning standards and local community objectives and to afford marimum 
opportunity for the redevelopment of the project area by private enterprise: Provided, 
That standard housing is made available to the families displaced by such projects 
and that such families shall be otherwise assisted as necessary in connection with 
their relocation: And provided further, That not more than 5 per cenlum of the funds 
allocated to the municipality under authorization of this title shall be expended under 


this sentence. 
TITLE V—FARM HOUSING 
FINANCIAL ASSISTANCE BY THE SECRETARY OF AGRICULTURE 


Sec. 501. (a) The angen & of Agriculture (hereinafter referred to as the 
*“Secretary’’) is authorized, subject to the terms and conditions of this title, to 
extend financial assistance, through the Farmers’ Home Administration, and to 
tnsure loans, to owners of farms in the United States and in the Territories of 
Alaska and Hawaii and in Puerto Rico and the Virgin Islands, to enable them to 
construct, improve, alter, repair, or replace dwellings and other farm buildings 
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on their farms, to provide them, their tenants, lessees, sharecroppers, and laborers 
with decent, safe, and sanitary living conditions and adequate farm buildings as 
specified in this title. 

* * * * * * * 

Sec. 602, * * * 

(ce) (1) The Secretary is authorized to insure and make commitments to insure 
loans made to eligible applicants for the purposes specified in this title and to take 
as security for the obligations entered into in connection with such loans first or 
second mortgages on the farms with respect to which such loans are made and such 
other security as may be required by the bier! Such mortgages shall create a 
lien running to the United States for the benefit of the insurance fund, notwithstanding 
the fact that the note may be held by the lender or his assignee. Loans insured under 
this section shall bear interest at the rate of not exceeding 44 per centum per annum 
and shall be on such other terms and conditions as the Secretary may prescribe, 
including agreement by the Secretary to repurchase such loans whether or not in 
default — such terms and conditions as the Secretary shall prescribe. The Secre- 
tary shall require the borrower to pay such insurance charges as he deems proper 
taking into account the amount of the loan and any prior liens: Provided, however, 
That the charge shall be payable in advance at intervals of one year or less and shall be 
at a rate equal to at least 1 per centum of the principal outstanding on the loan on any 
due date of the aye. One-half of all insurance charges shail become a part of the 
fund and one-half shall be deposited in the Treasury of the United States and shall be 
available for administrative expenses in connection with the insurance of loans. 

(2) The Secretary shall utilize the insurance fund created by section 11 of the Bank- 
head-Jones Farm Tenant Act, as amended, and the provisions of section 13 (b) and 
(c) of said Act in connection with loans insured under this section. The notes and 
security therefor acquired by the Secretary shall become a part of the fund. The notes 
may be held in the fund and collected according to their terms or may be sold and, if 
necessary, reinsured. All proceeds from such collections, including the liquidation of 
security and the sale of notes, shall become a part of the fund. 

(3) The Secretary may utilize the fund for the payment of taxes, insurance, prior 
liens, foreclosure expenses, and any other expenses incident to actions authorized by 
section 510 (d) and (e) of this title. 

(4) Any loan insured under this section shall be an obligation guaranteed by the 
United States as to principal and interest and the insurance agreement shall be incon- 
testable, except for fraud or misrepresentation of which the holder has actual knowledge. 

(5) The aggregate amount of principal obligations on loans insured under this 
section shall not exceed $25,000,000 in any one fiscal year. 

. fal * * * ~ * 

Sec. 511. The Secretary may issue notes and other obligations for purchase by 
the Secretary of the Treasury in such sums as the Congress may from time to 
time determine to make loans under this title (other than loans under section 
504 (b)) not in excess of $25,000,000 on and after July 1, 1949, an additional 
$50,000,000 on and after July 1, 1950, an additional $75,000,000 on and after 
July 1, 1951, an additional $100,000,000 on and after July 1, 1952, an additional 
$100,000,000 on and after July 1, 1953, [and] an additional $100,000,000 on and 
after July 1, 1954, and an additional $100,000,000 on and after July 1,1955. The 
notes and obligations issued by the Secretary shall be secured by the obligations 
of borrowers and the Secretary’s commitments to make contributions under this 
title and shall be repaid from the payment of principal and interest on the obli- 
gations of the borrowers and from funds appropriated hereunder. The notes and 
other obligations issued by the Secretary shall be in such forms and denomina- 
tions, shall have such maturities, and shall be subject to such terms and condi- 
tions as may be prescribed by the Secretary with the approval of the Secretary 
of the Treasury. Such notes or obligations shall bear interest at a rate deter- 
mined by the Secretary of the Treasury, taking into consideration the current 
average rate on outstanding marketable obligations of the United States as of the 
last day of the month preceding the issuance of the notes or obligations by the 
Secretary. The Secretary of the Treasury is authorized and directed to purchase 
any notes and other obligations of the Secretary issued hereuncer and for such 
purpose is authorized to use as a public debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under such Act are extended to 
include any purchases of such obligations. The Secretary of the Treasury may 
at any time sell any of the notes or obligations acquired by him under this sec- 
tion. All redemptions, purchases, and sales by the Secretary of the Treasury of 
— or obligations shall be treated as public debt transactions of the United 
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_ Sue. 512. .In connection with loans made pursuant to section 503, the Secretary 
is authorized, on and after July 1, 1949, to make commitments for contributions 
aggregating not to exceed $500,000 per annum and to make additional commit- 
ments, on and after July 1 of each of the years 1950, 1951, 1952, 1953 [and 
1954] 1954, and 1955 respectively, which shall require additional contributions 
aggregating not more than $1,000,000, $1,500,000, $2,000,000, $2,000,000 [and 
$2,000,000] $2,000,000 and $2,000,000 per annum, seen eres 

Sec. 513. There is hereby authorized to be appropriated to the Secretary 
fa) such sums as may be necessary to meet payments on notes or other obliga- 
tions issued by the Secretary under section 511 equal to (i) the aggregate of the 
contributions made by the Secretary in the form of credits on principal due on 
loans made pursuant to section 503, and (ii) the interest due on a similar sum 
represented by notes or other obligations issued by the Secretary; (b) an addi- 
tional $2,000,000 for grants pursuant to section 504 (a) and loans pursuant to 
section 504 (b) on and after July 1, 1949, which amount shall be increased by 
further amounts of $5,000,000, $8,000,000, $10,000,000, $10,000,000 [and $10,- 
000,000 on July 1 of each of the years 1950, 1951, 1952, 1953, and 1954] $10,000,- 
000, and $10,000,000 on July 1 of each of the years 1950, 1951, 1952, 1953, 1954, and 
1955, respectively; and (c) such further sums as may be necessary to enable the 
Secretary to carry out the provisions of this title. 


THE TERRITORIAL ENABLING ACT OF 1950 


AN ACT 


To enable the governments of Alaska, of Hawali, of Puerto Rico, and the Virgin Islands to authorize public 
bodies or agencies to undertake slum clearance, urban redevelopment, urban renewal, and low-rent housing 
activities including the issuance of bonds and other obligations, to amend the low-rent housing enabling 
statutes for Alaska and Hawaii, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘Territorial 
Enabling Act of 1950’. 


TITLE I—SLUM CLEARANCE AND URBAN REDEVELOPMENT AND 
URBAN RENEWAL IN ALASKA, HAWAII, AND PUERTO RICO 


Sec, 101. The governments of Alaska, of Hawaii, and of Puerto Rico, each 
acting through its legislature, may create a public corporate authority or authori- 
ties and may authorize such authority or authorities or any other public corporate 
authority or any municipal corporation or political subdivision, acting directly 
or through any officer or agency thereof or through a public corporate authority, 
to undertake slum clearance and urban redevelopment projects and urban renewal 
projects and to do all things, exercise any and all powers, and to assume and fulfill 
any and all obligations, duties, responsibilities, and requirements, including but 
not limited to those relating to planning and zoning, necessary or desirable for 
receiving Federal assistance under title I of the Housing Act of 1949 (Public Law 
171, Eighty-first Congress), as amended, or any other law, except that public 
corporate authorities (as distinct from municipalities or political subdivisions) 
created or authorized to operate in accordance with this Act, as amended, shall 
not be given any power of taxation or any power to pledge the full faith and credit 
of the people of the Territory, or municipality, or political subdivision, as the 
case may be, for any loan whatever. The Legislatures of Alaska, of Hawaii, and 
of Puerto Rico may, with respect to any public corporate authority or authorities 
empowered or which may be empowered to undertake slum clearance and urban 
redevelopment projects, and urban renewal projects provide for the appointment 
and terms of office of the members thereof, and for the powers of such authorities, 
including authority to accept whatever benefits the Federal Government may 
make available for slum clearance and urban redevelopment projects, and urban 
renewal projects and authority, notwithstanding any mt Federal law, to borrow 
money and to issue notes, bonds, and other obligations of such character and 
maturity, with such security, and in such manner as the respective legislatures 
may provide. Such notes, bonds, and other obligations shall not be a debt of the 
United States, or of any Territory or municipal corporation or other political 
subdivision or agency thereof other than the public corporate authority which 
issued such notes, bonds, or obligations, nor constitute a debt, indebtedness, or 
the borrowing of money within the meaning of any limitation or restriction on 
the issuance of notes, bonds, or other obligations contained in any laws of the 
United States eo teeter to Alaska, Hawaii, or Puerto Rico, or to any municipal 
corporation or other political subdivision or agency thereof. 
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Sec. 102. The governments of Alaska, of Hawaii, and of Puerto Rico may 
assist slum clearance and urban redevelopment projects and urban renewal 
projects through cash donations, loans, conveyances of real and personal property, 
facilities, and services, and otherwise, and may authorize municipalities or other 
political subdivisions to make cash donations, loans, conveyances of real and 
personal property to public corporate authorities and to take other action, includ- 
ing but not limited to the making available or the furnishing of facilities and 
services, in aid of slum clearance and urban redevelopment projects and urban 
renewal projects. 

Sec. 103. All legislation heretofore enacted by the Legislature of the Territory 
of Alaska, of Hawaii, and of Puerto Rico dealing with the subject matter of this 
Act and not inconsistent herewith is hereby ratified and confirmed. 


* * * * * * * 


TITLE III—SLUM CLEARANCE, URBAN REDEVELOPMENT, URBAN 
RENEWAL, AND LOW-RENT HOUSING IN THE VIRGIN ISLANDS 


Sec. 301. The government of the Virgin Islands, through its legislative assembly, 
may grant to a public corporate authority existing or to be created through said 
assembly, exclusive authority to undertake slum clearance, urban redevelopment, 
urban renewal, and low-rent housing activities within the municipalities of the 
Virgin Islands. The legislative assembly may provide for the appointment and 
terns of office of the members of such authority and for the powers of such author- 
ity, including authority to accept whatever benefits the Federal Government may 
make available under the Housing Act of 1949 (Public Law 171, Eighty-first 
Congress), as amended, or any other law, for projects contemplated by this Act, 
as amended, and to do all things, to exercise any and all powers, and to assume 
and fulfill any and all obligations, duties, responsibilities, and requirements, 
including but not limited to those relating to planning or zoning, necessary or 
desirable for receiving such Federal assistance, except that such authority shall 
not fe given any power of taxation, nor any power to pledge the faith and credit 
of the people of the Virgin Islands for anv loan whatever. 

Src. 302. The legislative assembly may authorize such authority, any pro- 
vision of the Virgin Islands Organie Act or any other Act of Congress to the con- 
trary notwithstanding, to borrow money and to issue notes, bonds, and other 
obligations of such character and maturity, with such security, and in such manner 
as the legislative assembly may provide. Such notes, bonds, and other obligations 
shall not be a debt of the United States, or of the Virgin Islands or of any munici- 
pality or subdivision thereof, other than such authority, nor constitute ‘‘bonds 
and other obligations” within the meaning of the Act approved October 27, 1949 
(Public Law 418, Eighty-first Congress), entitled ‘‘An Act to authorize the govern- 
ment of the Virgin Island or any municipality thereof to issue bonds and other 
obligations”, or a debt. indebtedness, or the borrowing of money within the mean- 
ing of any limitation or restriction on the issuance of notes, bonds, or other 
obligations contained in any laws of the United States applicable to the Virgin 
a or to any municipal corporation or other political subdivision or agency 
thereof. 

Sec. 303. The government of the Virgin Islands, through its legislative assem- 
bly, may assist such authority with cash donations, loans, conveyances of real 
and personal property, facilities, and services, and otherwise, and may authorize 
municipalities and other subdivisions to make cash donations, loans, convevances 
of real and personal property to such authority, and to take other action, including 
but not limited to, the making available or the furnishing of facilities and services, 
in aid of slum clearance, urban redevelopment, urban renewal, or low-rent 
housing projects. 

Sec. 304. Notwithstanding the limitation contained in the last sentence of 
section 110 (d) or in any other provision of title I of the Housing Act of 1949 
(Public Law 171, Eighty-first Congress), as amended, the Housing and Home 
Finance Administrator is hereby authorized to allow and credit to such authority 
as may be created for the Virgin Islands under this Act, as amended, (1) such local 
grants-in-aid as are otherwise approvable pursuant to the first sentence of said 
section 110 (d) with respect to any slum clearance and urban redevelopment, 
or urban renewal project or projects undertaken by such authority with Federal 
assistance made available under title I of the Housing Act of 1949, as amended, 
and (2) such grants-in-aid made or assistance given to the local community by any 

ederal department or agency pursuant to authority of law other than the Housing 
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Act of 1949 which would, if made or given by a State or local community, be 
ap”roval pursuant to said first sentence of section 110 (d) with respect to any such 
project or projects so undertaken. 


THE UNITED STATES HOUSING ACT OF 1937, AS AMENDED 


* * * * * * * 

Sec, 2. When used in this Act— 

(1) The term “low-rent housing” means decent, safe, and sanitary dwellings 
within the financial reach of families of low income, and developed and admin- 
istered to promote serviceability, efficiency, economy, and stability, and embraces 
all necessary appurtenances thereto. The dwellings in low-rent housing as defined 
in this Act shall be available solely for families whose net annual income at the 
time of admission, less an exemption of $100 for each minor member of the family 
other than the head of the family and his spouse, does not exceed five times the 
annual rental (including the value or cost to them of water, electricity, gas, other 
heating and cooking fuels, and other utilities) of the dwellings to be furnished such 
families. For the sole purpose of determining eligibility for continued occupancy, 
a public housing agency may allow, from the net income of any family, an exemp- 
tion for each minor member of the family (other than the head of the family and 
his spouse) of either (a) $100, or (b) all or any part of the annual income of such 
minor. For the purposes of this subsection, a minor shall mean a person less than 
21 vears of age. 

(2) The term ‘families of low income” means families who are in the lowest 
income group and who cannot afford to pay enough to cause private enterprise in 
their locality or metropolitan area to build an adequate supply of decent, safe, 
and sanitary dwellings for their use. The term “families” means families consisting 
of two or more persons or consisting of a single person sixty-five years of age or over 
or the residuum of a tenant family. The term ‘‘elderly families’ means families the 
head of which, or his spouse, is sizty-five years of age or over. 

* 7 + * * a . 

Szc. 10. * * * 

(g) Every contract made pursuant to this Act for annual contributions for any 
low-rent housing project shall require that the public housing agency, as among 
low-income families which are eligible applicants for occupancy in dwellings of 
given sizes and at specified rents, shall extend the following preferences in the 
selection of tenants: 

First, to families which are to be displaced by any low-rent housing project or 
by any public slum-clearance, redevelopment or urban renewal project, or through 
action of a public body or court, either through the enforcement of housing stand- 
ards or through the demolition, closing, or improvement of dwelling units, or 
which were so displaced within three years prior to making application to such 
public housing agency for admission to any low-rent housing: Provided, That as 
among such projects or actions the public housing agency may from time to time 
extend a prior preference or preferences: And provided further, That, as among 
families within any such preference group first preference shall be given to families 
of disabled veterans whose disability has been determined by the Veterans’ 
Administration to be service-connected, and second preference shall be given to 
families of deceased veterans and servicemen whose death has been determined 
by the Veterans’ Administration to be service-connected, and third preference 
shall be given to families of other veterans and servicemen; 

Second, to elderly families, and as among such families first preference shall be 
given to families of disabled veterans whose disability has been determined by the 
Veterans’ Administration to be service-connected, and second preference shall be given 
to families of deceased veterans and servicemen whose death has been determined by 
the Veterans’ Administration to be service-connected, and third preference shall be 
given to families of other veterans and servicemen: Provided, That in respect to dwell- 
ing units owned or operated by any public housing agency as low-rent housing within 
the meaning of this Act, such preference for elderly families shall be extended in any 
year to not more than 10 per centum of the estimated number of all families to be 
admitted to such dwelling units in such year. 

[Second] Third, to families of other veterans and servicemen and as among 
such families first preference shall be given to families of disabled veterans whose 
disability has been determined by the Veterans’ Administration to be service- 
connected, and second preference shall be given to families of deceased veterans 
and servicemen whose death has been determined by the Veterans’ Administration 
to be service-connected. 

* « * * 6 ® * 
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C(i) Notwithstanding the provisions of any other law, the Public Housing 
Administration may, with respect to low-rent housing projects initiated after 
March 1, 1949, enter into new contracts, agreements, or other arrangements 
during the fiscal year 1955 for loans and annual contributions pursuant to the 
United States Housing Act of 1937, as amended, with respect to not exceeding 
thirty-five thousand additional units: Provided, That no such new contract, agree- 
ment, or other arrangement shall be made except with respect to low-rent 
housing projects to be undertaken in a community in which there is being carried 
out a slum-clearance and urban-redevelopment project, or a slum-clearance and 
urban-renewal project, assisted under title I of the Housing Act of 1949, as 
amended, and the local governing body of the community undertaking such slum- 
clearance and urban-redevelopment project, or slum-clearanée and urban-renewal 
project, certifies that such low-rent housing project is necessary to assist in meeting 
the relocation requirements of section 105 (c) of title I of the Housing Act of 
1949, as amended: And provided further, That the total number of dwelling units 
in low-rent housing projects covered by such new contracts, agreements, or other 
arrangements shall not exceed the total number of such dwelling units which 
the Administrator determines to be needed for the relocation of families to be 
displaced as a result of Federal, State, or local governmental action in such 
community.J; 

(t) Notwithstanding any other provisions of law, the Authority shall not enter 
into any new contracts for loans or annual contributions for more than one hundred 
and thirty-five thousand additional dwelling units during any fiscal year: Provided, 
That in respect to the fiscal year 1956 such number shall be increased by the difference 
belween thirty-five thousand and the number of uniis for which new annual con- 
tribution contracts for additional units were entered into during the fiscal year 1955: 
Provided further, That (subject to the authorization of not to exceed eight hundred 
and ten thousand dwelling units) the number of additional dwelling units which may 
be commenced under this subsection during any fiscal year may be increased at any 
time or times by additional amounts aggregating not more than sixty-five thousand 
dwelling units, or may be decreased at any time or times by amounts aggregating not 
more than eighty-five thousand dwelling units, upon a determination by the President, 
after receiving advice from the Council of Economic Advisers as to the general effect 
of such increase or decrease upon conditions in the building indusiry and upon the 
naltonal economy, that such action is in the public interest. 

* * * * * * * 

Sec. 15. * * * 

(8) Every contract made pursuant to this Act for annual contributions for any 
low-rent housing project initiated after March 1, 1949, shall provide that— 

(a) the public housing agency shall fix maximum income limits for the 
admission and for the continued oceupany of families in such housing, that 
such maximum income limits and all revisions thereof shall be subject to the 
prior approval of the Authority, and that the Authority may require the 
public housing ageney to review and to revise such maximum income limits 
if the Authority determines that changed conditions in the locality make 
such revisions necessary in achieving the purposes of this Act; 

(b) a duly authorized official of the public housing agency involved shall 
make periodic written statements to the Authority that an investigetion has 
been made of each family admitted to the low-rent housing project involved 
during the period covered thereby, and that, on the basis of the report of 
said investigation, he has found that each such family at the time of its 
admission (i) had a net family income not exceeding the maximum ineome 
limits theretofore fixed by the public housing agency (and approved by the 
Authority) for admission of families of low income to such housing; and 
(ii) lived in an unsafe, insanitary, or overcrowded dwelling, or was to be 
displaced by any low-rent housing project or by any public slum-clearance, 
redevelopment or urban renewal project, or through action of a public body 
or court, either through the enforcement of housing standards or through the 
demolition, closing, or improvement of a dwelling unit or units, or actually 
was without housing, or was about to be without housing as a result of a 
court order of eviction, due to causes other than the fault of the tenant: 
Provided, That the requirement in (ii) shall not be applicable in the case of 
the family of any veteran or serviceman (or of any deceased veteran or 
serviceman) where application for admission to such housing is made not 
later than March 1, 1959: Provided further, That the Public Housing Commis- 
sioner may, under regulations prescribed by him, waive the requirements of 
clause (ii) in the case of elderly families; 

* * * * * 6 * 
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Sec. 21. * * ® 
(d) Not more than [10] 145 per centum of the total annual amount of $336,- 
000,000 provided in this Act for annual contributions, nor more than [10] 15 per 
centum of the amounts provided for in this Act for grants, shall be expended 
within any one State. 
* *~ * * * * * 


Sec. 30. (a) For the purpose of increasing the supply of decent, safe, and sanitary 
housing for elderly fa aad available at rents which they can afford to pay, the Public 
Housing Commissioner may— 

(1) make loans to public housing agencies to assist the development, acquisi- 
tion, or administration of low-rent housing reserved in whole or in part for occu- 
pancy by such families; and 

(2) make annual contributions to public housing agencies to assist in achieving 
and maintaining the low-rent character of housing whitch is reserved in whole or 
in part for occupancy by such families. 

(b) The provisions of this Act relating to low-rent housing generally shall apply 
with respect to low-rent housing reserved in whole or in part for elderly families, 
assisted under subsection (a) of this section, except that with respect to projects con- 
taining such housing— 

(1) the Public Housing Commissioner is authorized, with the approval of 
the President, to enter into contracts for annual contributions including not 
more than $3,000,000 per annum in respect to such housing (which shall be in 
addition to the annual contributions authorized by section 10 (e) of this Act 
or by any other provision of law) in the fiscal year 1956 and in each of the four 
succeeding fiscal years; 

(2) the Public Housing Commissioner may authorize the commencement of 
construction of not to exceed ten thousand such dwelling units (which shall be 
in addition to the number of dwelling units authorized by section 10 (e) of this 
Act or by any other provision of law) tn the fiscal year 1956 and in each of the 
four succeeding fiscal years; 

(3) section 10 (g) of this Act (relating to veterans’ preferences) shall not be 
applicable; 

(4) preference for admission to dwelling units in such housing shall be given 
to elderly families of low income (as determined under regulations prescribed 
by the Public Housing Commissioner). 

(c) Low-rent housing assisted under subsection (a) of this section shall, notwith- 
standing the provisions of the first sentence of subsection 15 (5) of this Act, be designed 
specifically for occupancy by elderly families and shall be conveniently located, so as 
to provide to the maximum extent practicable for their comfort and welfare. 

(d) Whenever the Public Housing Commissioner determines that there is an acute 
shortage of adequate housing for elderly families of low income in an area in which 
there are locaied dwelling units owned or operated by any public housing agency as 
low-rent housing wilhin the meaning of this Act, he may, under regulations prescribed 
by him, authorize public housing agencies, notwithstanding the provisions of the first 
sentence of subsection 15 (5) of this Act, to reconstruct or remodel such housing (or 
any part thereof) to provide dwelling uniis reserved in whole or in part for occupancy 
by such families: and such housing (or part thereof) shall thereafter be deemed, for 
purposes of subsection (b) of this section, to be low-rent housing assisted under sub- 
section (a) of this section. 

(e) The Public Housing Commissioner is authorized to include such provisions tn 
contracis made pursuant to section 10 of this Act after the date of the enactment of this 
seciton, and to negotiate with the public housing agencies involved such modifications 
of previously existing contracts made under section 10 of this Act, as may be necessary 
(1) to permit elderly families of low income (as determined under regulations pre- 
scribed by the Public Housing Commissioner) to be admitted to any low-rent housing 
assisted under such section 10 and (2) to provide, for families so admitted, condilions 
for continued occupancy similar to those applicable with respect to other tenants. 

[Sec. 30] Sec. 31. Notwithstanding any other evidences of the intention of 
Congress, it is hereby declared to be the controlling intent of Congress that if any 
provision of this Act, or the application thereof to any person or circumstance, 
is held invalid, the remainder of this Act, or the application of such provision to 
persons or circumsiances other than those as to which it is held invalid, shall not 
be affected thereby. 

A 31] Sec. 32. This Act may be cited as the ‘“‘United States Housing Act 
of 1937”’. 
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THE HOUSING ACT OF 1950, AS AMENDED 


TITLE IV—HOUSING FOR EDUCATIONAL INSTITUTIONS 
FEDERAL LOANS 


[Sec. 401. (a) To assist educational institutions in providing housing for their 
students and faculties the Administrator may make loans of funds to such insti- 
tutions for the construction of such housing: Provided, That no such loan shall 
be made unless the educational institution shows that it is unable to secure the 
necessary funds for such housing from other sources upon terms and conditions 
generally comparable to the terms and conditions applicable to loans under this 
title: And provided further, That no such loan shall be made unless the Adminis- 
trator finds that the housing will be undertaken in such a manner that economy 
will be promoted in its construction, and that it will not be of elaborate or extrava- 
gant design or materials) Any educational institution which, prior to the date of 
enactment of this Act, has contracted for housing may, in connection therewith, 
receive loans authorized under this title, as the Administrator may determine: 
Provided further, That no such loan shall be made for any housing, the construc- 
tion of which was begun prior to the effective date of this Act. A loan to an 
educational institution may be in an amount not exceeding the total development 
cost of the housing, as determined by the Administrator; shall be secured in such 
manner and be repaid within such period, not exceeding forty years, as may be 
determined by him; and, with respect to loan contracts entered into after the first 
minimum annual rate has been specified as provided herein, shall bear interest at 
a rate determined by the Administrator which shall be not less than the minimum 
annual rate which the Secretary of the Treasury shall specify as applicable to the 
six-month period (beginning with the six-month period ending December 31, 1953) 
during which the contract for the loan is approved by the Administrator: Pro- 
vided, That such minimum annual rate for each six-month period shall be deter- 
mined by the Secretary of the Treasury by estimating the average vield to matu- 
rity, on the basis of daily closing market bid quotations or prices during the month 
of May or the month of November, as the case may be, next preceding such six- 
month period, on all outstanding marketable obligations of the United States 
having a maturity date of fifteen or more years from the first day of such month 
of May or November, and by adjusting such estimated average annual yield to 
the nearest one-eighth of 1 per centum. 

[(b) To obtain funds for loans under this title, the Administrator may issue 
and have outstanding at any one time notes and obligations for purchase by the 
Secretary of the Treasury in an amount not to exceed $300,000,000. 

{(c) Notes or other obligations issued by the Administrator under this title 
shall be in such forms and denominations, have such maturities, and be subject 
to such terms and conditions as may be prescribed by the Administrator, with 
the approval of the Secretary of the Treasury. Such notes or other obligations 
shall bear interest at. a rate determined by the Secretary of the Treasury, taking 
into consideration the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding the issuance of such 
notes or other obligations. The Secretary of the Treasury is authorized and 
directed to purchase any notes and other obligations of the Administrator issued 
under this title and for such purpose is authorized to use as a public debt trans- 
action the proceeds from the sale of any securities issued under the Second Liberty 
Bond Act, as amended, and the purposes for which securities may be issued under 
such Act, as amended, are extended to include any purchases of such notes and 
other obligations. The Secretary of the Treasury may at any time sell any of the 
notes or other obligations acquired by him under this section. All redemptions, 
purchases, and sales by the Secretary of the Treasury of such notes or other obli- 
gations shall be treated as public debt transactions of the United States. 

{(d) There are hereby authorized to be appropriated to the Administrator such 
sums as may be necessary, together with loan principal and interest payments 
made by educational institutions assisted hereunder, for payments on notes or 
other obligations issued by the Administrator under this section.] 

Sec. 401. (a) To assist educational institutions in providing housing and other 
educational facilities for students and faculties, the Administrator may make loans of 
funds to such institutions for the construction of such facilities: Provided, That (1) no 
such loan shall be made unless the educational institution shows that it is unable to 
secure the necessary funds for such construction from other sources upon terms and 
conditions equally as favorable as the terms and conditions applicable to loans under 
this title, and (2) no such loan shall be made unless the Administrator finds that the 
construction will be undertaken in an economical manner, and that it will not be of 
elaborate or extravagant design or materials. 





Te 


UNIVERSITY OF MICHIGAN LIBRARIES 


72 HOUSING AMENDMENTS OF 1955 


(b) Any educational institution which, prior to the date of enactment of this Act, 
has contracted for housing or other educational facilities may, in connection therewith, 
receive loans authorized under this title, as the Administrator may determine: Provided, 
That no such loan shall be made for any housing or other educational facilities, the 
construction of which was begun prior to the effective date of this Act, or completed 
prior to the filing of an application under this title. 

(c) A loan to an educational institution may be in an amount not exceeding the 
toial development cost of the facility, as determined by the Administrator; shail be 
secured in such manner and be repaid within such period, not exceeding fifty years, 
as may be determined by him; and with respect to loan contracts under which loan 
funds have not been fully disbursed prior to the date of enactment of the College 
Housing Amendments of 1955 shall bear interest at a rate determined by the Admin- 
istrator which shall be not more than the higher of (1) 2% per centum per annum, or 
(2) the total of one-quarter of 1 per centum per annum added to the rate of interest 
paid by the Administrator on funds obtained from the Secretary of the Treasury as 
provided in subsection (e) of this section. 

(d) T'0 obtain funds for loans under this title, the Administrator may issue and 
have outstanding at any one time notes and obligations for purchase by the Secretary 
of the Treasury in an amount not to exceed $500,000,000: Provided, That the amount 
outstanding for other educational facilities, as defined herein, shall not exceed 
$100,000,000. 

(e) Notes or other obligations issued by the Administrator under this title shali be 
in such forms and denominations, have such maturities, and be subject to such terms 
and conditions as may be prescribed by the Administrator, with the approval of the 
Secretary of the Treasury. Such notes or other obligations issued to obtain funds 
for loan contracts entered into after the effective date of the College Housing Amend- 
ments of 1955 shall bear interest at a rate determined by the Secretary of the Treasury 
which shall be not more than the higher of (1) 2% per centum per annum, or (2) the 
average annual interest rate on all interest-bearing obligations of the United States 
then forming a part of the public debt as computed at the end of the fiscal year next 
preceding the issuance by the Administrator and adjusted to the nearest one-eighth 
of 1 per centum. The Secretary of the Treasury is authorized and directed to purchase 
any notes and other obligations of the Admintstrator issued under this title and for 
such purpose is authorized to use as a public-debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under such Act, as amended, are 
extended to include any purchases of such notes and other obligations. The Secretary 
of the Treasury may at any time sell any of the notes or other obligations acquired 
by him under this section. All redemptions, purchases, and sales by the Secretary 
of the Treasury of such notes or other obligations shall be treated as public-debt trans- 
actions of the United States. 

(f) There are hereby authorized to be appropriated to the Administrator such 
sums as may be necessary, together with loan principal and interest payments made 
by educational institutions assisted hereunder, for payments on notes or other obliga- 
tions issued by the Administrator under this section. 

* * * * * * * 


Src. 404. For the purposes of this title, the following terms shall have the 
meanings, respectively, ascribed to them below: 

* * 4 * * * * 

[(b) “Educational institution” means educational institutions of higher 
learning, including (a) any public educational institution or (b) any private edu- 
cational institution, no part of the net earnings of which shall inure to the benefit 
of any private shareholder or individual.] 

(b) “Educational institution” means (1) any educational institution offering at 
least a two-year program acceptable for full credit toward a baccalaureaie degree, 
including any public educational institution, or any private educational institution 
no part of the net earnings of which inures to the benefit of any private shareholder or 
individual, and (2) any educational or philanthropic corporation (no part of the 
net earnings of which inures to the benefit of any private shareholder or individual) 
(A) established by any institution included in clause (1) of this subsection for the 
sole purpose of providing housing or other educational facilities for students or 
students and faculty of such institution without regard to their membership in or 
affiliation with any social, fraternal, or honorary society or organization, and (B) 
upon dissolution of which alt title to any property purchased or built from the proceeds 
Y any loan secured under this title will pass to such institution. 

[(c) “Development cost” means costs of the construction of the housing and 
the land on which it is located, including necessary site improvements to permit 
its use for housing purposes.] 
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(ce) “Development cost” means costs of the construction of the housing or other 
educational facilities and the land on which it is located, including necessary site 
improvements to permit its use for housing or other educational facilities. 

* * * * * * * 

(hk) “Other educational facilities” means (1) new structures suitable for use as 
cafeterias or dining halls, student centers or student unions, infirmaries or other 
inpatient or outpatient health facilities, and for other essential service facilities, and 
(2) structures suttable for the above uses provided by rehabilitation, alteration, con- 
oe or improvement of existing structures which are otherwise inadequate for 
such uses. 


“AN ACT TO EXPEDITE THE PROVISION OF HOUSING IN CONNEC- 
TION WITH NATIONAL DEFENSE, AND FOR OTHER PURPOSES,” 
APPROVED OCTOBER 14, 1940, AS AMENDED 


* * * + * + * 


Sec. 605. (a) The Administrator may continue by lease or condemnation any 
interest less than a fee simple in lands heretofore acquired by the Administrator 
for national defense or war housing or for veterans’ housing (whether of perma- 
nent or temporary character), or held by any Federal agency in connection there- 
with, and may acquire, by purchase or condemnation, a fee simple title to or 
lesser interest in any such lands if the Administrator determines that the acquisi- 
tion of such fee simple or lesser interest is necessary to protect the Government’s 
investment or to maintain the improvements constructed thereon, or that the cost 
of fulfilling the Government’s obligation to restore the property to its original 
condition would equal or exceed the cost of acquiring the title thereto. 

[In any city in which, on March 1, 1953, there were more than ten thousand 
temporary housing units held by the United States of America, or in any two 
contiguous cities in one of which there were on such date more than ten thousand 
temporary housing units so held, the Administrator may acquire, by purchase or 
condemnation, a fee simple title to any lands in which the Administrator holds a 
leasehold interest, or other interest less than a fee simple, acquired by the Federal 
Government for national defense or war housing or for veterans’ housing where 
(1) the Administrator finds that the acquisition by him of a fee simple title in the 
land will expedite the disposal or removal of temporary housing under his jurisdic- 
tion by facilitating the availability of improved sites for privately owned housing 
needed to replace such temporary housing, (2) the city or a local public agency 
has, in accordance with authority under State law, entered into a firm agreement 
to purchase the land so acquired at a price determined by the Administrator to be 
fair, but in no event less than the estimated cost to the Federal Government of 
acquiring the fee simple title (including an estimated amount to cover legal and 
overhead expenses of such acquisition) as determined by the Administrator, (3) 
the city or local public agency has furnished evidence satisfactory to the Adminis- 
trator that it has or will have funds available to make all agreed-upon payments 
to the Federal Government and to protect the Federal Government against any 
loss resulting from the acquisition of fee simple title, (4) the city or local public 
agency has furnished assurances satisfactory to the Administrator that the land 
will be made available to private enterprise for development, in accordance with 
local zoning and other laws, for predominantly residential uses, and (5) the city 
or local public agency has furnished assurances satisfactory to the Administrator 
that no individual who is employed by, or is an official of, the government of the 
city in which the land is located, or any agency thereof, shall be permitted, di- 
rectly or indirectly, to have any financial interest in the purchase or redevelopment 
of such land: Provided, That such acquisitions by the Administrator pursuant to 
this sentence shall be limited to not exceeding four hundred and twenty-five acres 
of land in the general area in which approximately one thousand five hundred 
units of temporary housing held by the United States of America were unoccupied 
on said date.J 

In any city in which, on March 1, 1958, there were more than ten thousand tem- 
porary housing units held by the United States of America, or any two contiguous 
cities in one of which there were on such date more than ten thousand temporary 
housing units so held, the Administrator may acquire, by purchase or condemnation, 
a fee simple title to any or all lands in which the Administrator holds a leasehold 
interest, or other interest less than a fee simple, acquired by the Federal Government 
for national defense or war housing or for veteran’s housing where (1) the Adminis- 
trator finds that the acquisition by him of a fee simple title in the land will tend to 
expedite the orderly disposal or removal of temporary housing under his zurisdiction 
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by facilitating the availability of improved sites for privately owned housing needed 
to replace such temporary housing, and will tend to expedite the transition of the city 
from a war-affected community containing, as of said date, a large number of tem- 
porary houses to a community having additional permanent, well-planned, residential 
neighborhoods, (2) the local governing body of the city makes a like finding and 
requests the Administrator to acquire such title to the land, and (3) the city has fur- 
nished assurances satisfactory to the Administrator that no individual who is employed 
by, or is an official of, the government of the city in which the land is located, or any 
agency thereof, shall be permitted, directly or indirectly, to have any financial interest 
in the purchase or redevelopment of such land: Provided, That such acquisitions by 
the Administrator pursuant to this sentence shall be limited to not exceeding four 
hundred and twenty-five acres of land in the general area in which approrimately 
one thousand five hundred units of temporary housing held by the United States of 
America were unoccupied on said date: And provided further, That funds for such 
acquisition by the Administrator, which are authorized, pursuant to subsection (c) 
of this section and title 11 of the Independent Offices Appropriation Act, 1955, to 
be expended from the revolving fund established by that title under the heading “‘Housing 
and Home Finance Agency Office of the Administrator, revolving fund’’, shall be 
taken into consideration, to the extent that they are neeaed, in making any determina- 
tion pursuant to the second proviso under that heading. All or any part of any land 
so acquired by the Administrator may, during the five year period following the date 
of its acquisition, be sold by the Administrator, through negotiated sale, to such city 
or any local public agency where (1) the city or local public agency has represented 
to the Administrator that it is duly authorized under State law to purchase and resell 
such land, that such land will be made available to private enterprise for devclopment 
in accordance with local zoning and other laws, and that the aggregate of such land 
and any other land in the same city previously sold under the authority of this para- 
graph to the city or a local public agency will be developed for predominantly resi- 
dential use, and (2) the city or local public agency has agreed to pay the fair market 
value of the land as determined by the Administrator, after giving consideration, 
among other relevant information, to the cost to the Federal Government of acquiring 
the fee simple litle and of holding the land pending sale (including estimated amounts 
to cover legal and overhead expenses of such acquisition and to cover interest costs to 
the Federal Government of monies invested in the land pending sale), Any such 
negotiated sale of land to the city or a local public agency shall be made upon terms 
which require (1) that the city or public agency shall pay in cash at least one third of 
the price of the land upon its conveyance and the entire price within one year ofter 
tts conveyance and (2) that any portion of the entire price not paid upon such con- 
veyance shall be represented by an indebledness which shall bear interest on out- 
standing balances at a rate of 4 per centum per annum and which shall be secured 
by a first mortgage lien upon the land or such portion of the land as the Administrator 
deems adequate to protect the financial interest of the Federal Government. The 
Administrator may, at any time that he deems it to be in the public interest to do so, 
dispose, under authority of other provisions of this Act, of any land acquired by him 
pursuant to this paragraph. Any land acquired by the Administrator pursuant to 
this paragraph which has not been disposed of within five years after its acquisition 
shall be disposed of by him as expeditiously as possible in the public interest in 
accordance with other authority contained in this Act. 
aa * * * » * 7 

Sec. 607. * * * 

(b) Preference in the purchase of any dwelling structure designed for occupancy 
by not more than four families and offered for separate sale shall be granted to 
occupants and to veterans over other prospective purchasers for such period as the 
Administrator may determine and in the following order: 

(1) a veteran who occupies a unit in the dwelling structure to be sold and 
who intends to continue to occupy such unit; 

(2) a nonveteran who occupies a unit in the dwelling structure to be sold 
and who intends to continue to occupy such unit; 

(3) a veteran who intends to oceupy a unit in the dwelling structure to be 
sold. 

Subject to the above order of preference, the Administrator may establish 
subordinate preferences for any such dwelling structure. Jn the disposition of any 
lands under this section which were acquired by the United States, the Administrator 
may, notwithstanding the order of preference provided in this section, grant a first 
preference to the former owners of such lands in the purchase thereof for such period and 
under such conditions as he may determine to be appropriate and in the public interest. 
In the disposition of any dwellings under this section which were acquired by 
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eeded the United States from persons occupying the dwellings at the time of such acqui- 
e city sition, the Administrator may, notwithstanding the order of preference provided 
f tem- in this section, grant a first preference to such persons in the purchase of any of 
ential these dwellings for such period and under such conditions as he may determine 
y and to be appropriate and in the public interest. As used in this section 607 (b), 
8 fur- the term “veteran” shall include a veteran, a serviceman, or the family of a 
ployed veteran or a serviceman, or the family of a deceased veteran or serviceman whose 
rw any death has been determined by the Veterans’ Administration to be service- 
aterest connected. 

ys by * * * * * * * 

9 four 


(f) Sales pursuant to this section shall be upon such terms as the Administrator 


mately shall determine: Provided, That full payment to the Government for the property 
ules of sold shall be required within a period not exceeding twenty-five years with interest 
r such on unpaid balances at not less than 4 per centum per annum, except that in the 
ve, (c) case of projects initially programmed as mutual housing communities under the 
vo Po defense housing program, the terms of sale shall not require a downpayment and 


hall | shall provide for full payment to the United States over a period of forty-five 
are years with interest on unpaid balances at not more than 3 per centum per annum: 


rmina- Provided, That, in the case of Project Indiana—12021 (Southmore Heights), the 
y _ terms of sale to any preference purchaser shall not require a downpayment. 
pubes FIRST INDEPENDENT OFFICES APPROPRIATION ACT, 1954 
d resell PUBLIC HOUSING ADMINISTRATION 
opment 
h land - ° ’ . . 4 * 
$ para- Annual contributions: For the payment of annual contributions to public 
ly resi- housing agencies in accordance with section 10 of the United States Housing 
market Act of 1937, as amended (42 U. S. C. 1410), $32,500,000: Provided, That except 
ration. for payments required on contracts entered into prior to April 18, 1940, no part 
quiring of this appropriation shall be available for payment to any public housing agency 
mounts for expenditure in connection with any low-rent housing project, unless the public 
costs to housing ageneyv shall have adopted regulations prohibiting es a tenant of any 
1y such such project by rental or occupancy any person other than a citizen of the United 
n terms States, but such prohibition shall not be applicable in the case of a family of any 
third of serviceman or the family of any veteran who has been discharged (other than 
ar ofter dishonorably) from, or the family of any serviceman who died in, the Armed 
ich con- Forces of the United States within four years prior to the date of application for 
on out- admission to such housing: Provided further, That all expenditures of this appro- 
secured priation shall be subject to audit and final settlement by the Comptroller General 
ristrator of the United States under the provisions of the Budget and Accounting Act of 
t. The 1921, as amended: Provided further, That unless the governing body of the locality 
0 do 80, agrees to its completion, no housing shall be authorized by the Publie Housing 
by him Administration, or, if under construction continue to be constructed, in any 
suant to community where the people of that community, by their duly elected representa- 
uisition tives, or by referendum, have indicated they do not want it, and such community 
eres in shall negotiate with the Federal Government for the completion of such housing, 
or its abandonment, in whole or in part, and shall agree to repay to the Govern- 
* ment the moneys expended prior to the vote or other formal action whereby the 
community rejected such housing project for any such projects not to be completed 
supancy plus such amount as may be required to pay all costs and liquidate all obligations 
nted to lawfully incurred by the local housing authority prior to such rejection in connec- 
d as the tion with any project not to be completed: Provided further, That, in any case 
; where the Public Housing Administration (after the approvals on the part of the 
sold and governing body of the locality required by law) has entered into a financial 
assistance contract with a local housing authority covering any low-rent housing 
ba eold projects to be constructed in such locality and, (a) thereafter but prior to the 
effective date of this Act, a majority of the members of the governing body of the 
ire to be locality, and the people of the locality have voted against any such low-rent 
housing projects, and (b) the local housing authority and the governing body of the 
establish locality agree to a modification of the agreement providing the required local 
yn of any cooperation in connection with such low-rent housing projects, the preceding 
nistrator proviso shall not be applicable and: (1) the Public Housing Administration shall 
nt a first not, unless the governing body of the locality shall, by resolution, request such 
sriod and action, (a) authorize the award of any contract for the construction of any such 
> dnlereat, low-rent housing project, or (b) make any further advance of funds on account 
uired by of any such project for which the main construction contract has not heretofore 


been awarded, excepting only such funds as may be required by the local housing 
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authority (i) to pay all costs and liquidate all obligations heretofore properly 
incurred by it in connection with any such project which pursuant to such modi- 
fication is to be terminated and (ii) to pay costs in connection with the liquidation 
(including the sale of land or other assets) of any such terminated project; (2) in 
the liquidation of any such terminated project no claim shall be made by the local 
housing authority or the Public Housing Administration against the locality or 
its governing body on account of such termination; (3) the Public Housing 
Administration shall absorb as a loss, and shall release the local housing authority 
from, all claims, if any, of said Administration in connection with such terminated 
project in excess of the net amount realized from the sale by the local housing 
authority of all land (which if sold to other than a public agency shall be after 
public advertisement to the highest responsible bidder but if sold to a public agency 
may be at a price equal to the purchase price of the land, exclusive of improve- 
ments, as approved by the Public Housing Commissioner) and other assets 
acquired and held in connection with such terminated project; and (4) the Secre- 
tary of the Treasury shall credit as a payment upon the note or notes of the Public 
Housing Administration executed and delivered in connection with funds obtained 
pursuant to section 20 of the United States Housing Act of 1937, as amended, an 
amount equal to such loss as certified by the Public Housing Commissioner: 
Provided further, That the record of expenditure of the Public Housing Adminis- 
tration and of the local housing authority on any public housing project shall be 
open to examination by the responsible authorities of any community in which 
such project is located, or by the local public housing authority, or by any firm of 
public accountants retained by either of the foregoing: Provided further, That 
no housing unit constructed under the United States Housing Act of 1937, as 
amended, shall be occupied by & person who is a member of an organization 
designated as subversive by the Attorney General: Provided further, That the 
foregoing prohibition shall be enforced by the local housing authority, and that 
such prohibition shall not impair or affect the powers or obligations of the Public 
Housing Administration with respect to the making of loans and annual contri- 
butions under the United States Housing Act of 1937, as amended: Provided 
further, That notwithstanding the provisions of the United States Housing Act 
of 1937, as amended, the Public Housing Administration shall not, with respect to 
projects initiated after March 1, 1949, (1) authorize during the fiscal year 1954 
the commencement of construction of in excess of twenty thousand dwelling units 
for (2) after the date of approval of this Act, enter into any new agreements, 
contracts, or other arrangements, preliminary or otherwise, which will ultimately 
bind the Public Housing Administration during fiscal year 1954 or for any future 
years with respect to loans or annual contributions for any additional dwelling 
units or projects unless hereafter authorized by the Congress to do so, and during 
the fiscal year 1954 the Housing and Home Finance Administrator shall make a 
complete analysis and study of the low-rent public housing program and, on or 
before February 1, 1954, shall transmit to the Appropriations Committees of the 
House and Senate his recommendations with respect to such low-rent public 
housing program]. 


INDEPENDENT OFFICES APPROPRIATION ACT, 1953 


PUBLIC HOUSING ADMINISTRATION 


Annual contributions: For the payment of annual contributions to public 
housing agencies in accordance with section 10 of the United States Housing Act 
of 1937, as amended (42 U. 8. C. 1410), $29,880,000: Provided, That except for 
payments required on contracts entered into prior to April 18, 1940, no part of 
this appropriation shall be available for payment to any public housing agency for 
expenditure in connection with any low-rent housing project, unless the public 
housing agency shall have adopted regulations prohibiting as a tenant of any 
such project by rental or occupancy any person other than a citizen of the United 
States, but such prohibition shall not be applicable in the case of a family of any 
serviceman or the family of any veteran who has been discharged (other than 
dishonorably) from, or the family of any serviceman who died in, the Armed 
Forces of the United States within four years prior to the date of application for 
admission to such housing: Provided further, That all expenditures of this appro- 
priation shall be subject to audit and final settlement by the Comptroller General 
of the United States under the provisions of the Budget and Accounting Act of 
1921, as amended: Provided further, That notwithstanding the provisions of the 
United States Housing Act of 1937, as amended, the Public Housing Administra- 
tion shall not, with respect to projects initiated after March 1, 1949, (1) authorize 
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during the fiscal year 1953 the commencement of construction of in excess of 
thirty-five thousand dwelling units or [, (2) after the date of approval of this Act, 
enter into any agreement, contract, or other arrangement which will bind the 
Public Housing Administration with respect to loans, annual contributions, or 
authorizations for commencement of construction, for dwelling units aggregating 
in excess of thirty-five thousand to be authorized for commencement of construc- 
tion during any one fiscal year subsequent to the fiscal year 1953, unless a greater 
number of units is hereafter authorized by the Congress]: Provided further, That 
the Public Housing Administration shall not, after the date of approval of this 
Act, authorize the construction of any projects initiated before or after March 1 
1949, in any locality in which such projects have been or may hereafter be rejected 
by the governing body of the locality or by public vote, unless such projects have 
been subsequently approved by the same procedure through which such rejection 
was expressed: Provided further, That no housing unit constructed under the United 
States Housing Act of 1937, as amended, shall be occupied by a person who is a 
member of an organization designated as subversive by the Attorney General: 
Provided further, That the foregoing prohibition shall be enforced by the local 
housing authority, and that such prohibition shall not impair or affect the powers 
or obligations of the Public Housing Administration with respect to the making of 
loans and annual contributions under the United States Housing Act of 1937, 
as amended. 


* * 7 . * . . 
FEDERAL HOME LOAN BANK ACT, AS AMENDED 
* * * * * * . 


Seo, 6. ° *. 9. 

{(c) The original stock subscription for each institution eligible to become a 
member under section 4 shall be an amount equal to 1 per centum of the aggregate 
of the unpaid principal of the subscriber’s home mortgage loans, but not less than 
$500. The board shall from time to time adjust the amount of stock held by 
each member so that, as nearly as possible, such member shall at all times have 
invested in the stock of the Federal Home Loan Bank at least an amount caleu- 
lated in the manner provided in the preceding sentence (but not less than $500). 
If the board finds that the investment of any member in stock is greater than that 
required under this section, upon application of such member, the bank shall pay 
such member for each share of stock in excess of the amount so required an amount 
equal to the value of such stock, or, at the election of the bank, the whole or any 
part of the payments which would be so made shall be credited upon the indebted- 
ness of the member to the bank. In either such event, stock equal in value to 
the amount of the payment or credit, or both, as the case may be, shall be sur- 
rendered and canceled. No share of stock shall be surrendered and canceled if 
the effect of such surrender and cancellation would be to violate the provisions 
of section 10 (c) requiring the amount of stock held by such member to equal at 
least one-twelfth of the outstanding advances to such member.] 

(ce) The original stock subscription for each institution eligible to become a member 
under section 4 shall be an amount equal to 1 per centum of the aggregate of the unpaid 
principal of the subscriber's home mortgage loans, or such higher per centum not 
exceeding 2 per centum as the board shali by regulation prescribe, but not less than 
$500: Provided, That nothing herein shall permit a member to reduce the amount of 
stock hela by it to below 2 per centum of the aggregate of the unpaid principal of its 
home mortgage loans as of the effective date of the Housing Amendments of 1955, but 
no such member shall be required to subscribe for additional stock until such time as 
the amount of stock held by it does nat equal that required by such regulation. The 
board shall from time to time adjust the amount of stork held by each member so that, 
as nearly as possible, such member shall at all times have invested in the stock of the 
Federal Home Loan Bank at least an amount calculated in the manner provided in the 
preceding sentence (but not less than $500), If the board finds that the investment of 
any member in stock 1s greater than that required under this section or under regulation 
of the board, upon application of such member, the bank shall pay such member for 
each share of stock in excess of the amount so required an amount equal to the par value 
of such stock, or, at the election of the bank, the whole or any part of the paymen's 
which would be so made shall be credited upon any indebtedness of the member to the 
bank. In either such event, stock equal in par va!ue to the amount of the payment or 
credit, or both, as the case may be, shall be surrendered and canceled. No share of 
stock shall be surrendered and canceled if the effect of such surrender and cancellation 
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would be to violate the provisions of section 10 (¢) requiring the amount of stock held 
by such member to equal at least one-twelfth of the outstanding advances to such member, 


s * * td x s > 


(i) [Any member may withdraw from membership in a Federal Home Loan 
Bank six months after filing with the board written notice of intention so to do, 
and the board may, after hearing, remove any member from membership, or 
deprive any nonmember borrower of the privilege of obtaining further advances, 
if, in the opinion of the board, such member or nonmember borrower has failed 
to comply with any provision of this Act or the regulations of the board made 
pursuant thereto or if, in the opinion of the board, such member or nonmember 
borrower is insolvent.J] Any member other than a Federal savings and loan associa- 
tion may withdraw from membership in a Federal Home Loan Bank six months after 
filing with the board writien notice of intention so to do, and the board may, after hear- 
ing, remove any member from membersisp, or deprive any nonmember borrower of 
the privilege of obtaining further advances, if, in the opinion of the board, such member 
or nonmember borrower (1) has failed to comply with any provision of this Act or 
regulation of the board made pursuant thereto; (ti) is insolvent: Provided, That any 
member of a bank which is a building and loan association, savings and loan associa- 
tion, cooperative bank, or homestead association shall be deemed insolvent if the assets 
of such member are less than its obligations to its creditors and others, including the 
holders of its withdrawable aecounts; or (iii) has a management or home-financing 
policy of a character inconsistent with sound and economical home financing or with 
the purposes of this Act. In any such case, the indebtedness of such member or 
nonmember borrower to the Federal Home Loan Bank shall be liquidated, and 
the capital stock in the Federal Home Loan Bank owned by such member shall 
be surrendered and canceled. Upon the liquidation of such indebtedness such 
member or nonmember borrower shall be entitled to the return of its collateral, 
and upon surrender and cancellation of such capital stock, the member shall 
receive & sum equal to its cash paid subscriptions for the capital stock surrendered, 
except that if at any time the board finds that the paid-in capital of a Federal 
Home Loan Bank is or is likely to be impaired as a result of losses in or deprecia- 
tion of the assets held, the Federal Home Loan Bank shall on the order of the 
board withhold from the amount to be paid in retirement of the stock a pro rata 
share of the amount of such impairment as determined by the board. 

a 4 . * * * * 

{(1) Within one year after the enactment of this subsection, each member of 
each Federal Home Loan Bank shall acquire and hold and thereafter maintain 
its stock holding in an amount equal to at least 2 per centum of the aggregate of 
the unpaid principal of such member’s home mortgage loans, home-purchase 
contracts, and similar obligations, but not less than $500. Such stock in excess 
of the amount hereby required may be purchased from time to time by members 
and may be retired from time to time as heretofore. One year after the enact- 
ment of this subsection, each Federal Home Loan Bank shall retire and pay off 
at par an amount of its stock held by the Secretary of the Treasury equivalent 
to the amount of its stock held by its members in excess of the amount required 
to be held by them by the first two sentences of subsection (c) of this section 
immediately prior to the enactment of this subsection and annually thereafter 
each Federal} Home Loan Bank shall retire an amount of such Government stock 
equivalent to 50 per centum of the net increase of its stock held by members since 
the last previous retirement: Provided, That none of such Government capital 
shall at any time be retired so as to reduce the aggregate capital stock, reserves, 
surplus, and undivided profits of the Federal Home Loan Banks to less than 
$200,000,000: Provided further, That notwithstanding any provision of this sub- 
section, nothing in this subsection shall limit or affect the operation of subsection 
(g) of this section.] 

Src. 7. (a) The management of each Federal Home Loan Bank shall be vested 
in a board of twelve directors, all of whom shall be citizens of the United States 
and bona fide residents of the district in which such bank is located: Provided, 
That the board may by regulation increase the number of elective directors of any 
Federal home loan bank having a district which includes five or more States to a num- 
ber not exceeding twice the number of States comprising such district, but such addi- 
tional elective directors shall be apportioned as nearly as may be practicable in the 
same manner and order as is provided for the apportionment of elective directors 
under subsections (c) and (d) hereof. The term “States” as used in the preceding 
proviso shall mean the States of the Union and the District of Columbia. 

- * * 


* * * * 
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Sec. 17. (a) For the purposes of this Act there shall be a board, to be known 
as the ‘Federal Home is zoan Bank Board’’, which shall consist of five citizens of 
the United States appointed by the President of the United States, by and with 
the advice and consent of the Senate. Not more than three members of the 
board shall be members of the same political party. Each member shall devote 
his entire time to the business of the board. Before entering upon his duties 
each of the members shall take an oath faithfully to discharge the duties of his 
office. The President of the United States shall designate one of the members 
of the board to serve for a term of two years, one for three years, one for four 
years, one for five years, and one for six years from the date of the enactment 
hereof, and thereafter the term of each member shall be six years from the date 
of the expiration of the term for which his predecessor was appointed. When- 
ever a vacancy shall occur among the members the person appointed to fill such 
vacancy shall hold office for the unexpired portion of the term of the member 
whose place he is selected to fill. Each of the members of the board shall receive 
a salary at the rate of $10,000 per annum: Provided, That during the fiscal year 
1933 the salary shall be $9,000 per annum. The President shall designate one 
of the members as chairman of the board. The chairman shall be the chief 
executive officer of the board and in his absence or disability the duties of his 
office shall be performed by some one of the other members to be designated as 
acting chairman by the chairman in such order as he may determine. The 
board shall supervise the Federal Home Loan Banks created by this Act, shall 
perform the other duties specifically prescribed by this Act, and shall have power 
to adopt, amend, and require the observance of such rules, regulations, and 
orders as shall be necessary from time to time for carrying out the purposes of 
the provisions of this Act. The board shall have power to suspend or remove 
any director, officer, employee, or agent of any Federal Home Loan Bank, the 
cause of such suspension or removal to be communicated in writing forthwith 
to such director, officer, employee, or agent and to such Federal Home Loan Bank. 

(b) The Home Loan Bank Board which was, pursuant to Reorganization Plan 
Numbered 8 of 1947, established and made a constituent agency of the Housing and 
Home Finance Agency shail, from the effective date of the Housing Amendments of 
1955, cease to be such a constituent agency and shall be an independent agency (in- 
cluding the Federal Savings and Loan Insurance Corporation) in the executive branch 
of the Government: Provided, That the functions vested in the Chairman of sard board 
under clause (2) of the last sentence of subsection (b) of section 2 of said reorganization 
plan are hereby transferred to said board. Notwithstanding any other provision of 
law, said board, the Chairman thereof except as herein otherwise provided, and the 
Federal Savings and Loan Insurance Corporation, respectively, shall have and may 
exercise all functions which they respectively had or could exercise, immediately prior 
to the effective date of the Housing Amendments of 1955 or immediately prior io the 
effective date of the Independent Offices Appropriation Act, 1955. Sard board shall 
annually make a report of its operations (including those of the Federal Savings and 
Loan Insurance Corporation) to the Congress as soon as practicable after the first day 
of January in each year. The name of the Home Loan Bank Board is hereby changed 
to “Federal Home Loan Bank Board.” 


THE HOME OWNERS’ LOAN ACT OF 1933, AS AMENDED 


* * * * * * * 

Sec. 5. * * * 

(c) Such associations shall lend their funds only on the security of their shares 
or on the security of first liens upon homes or combination of homes and business 
property within fifty miles of their home office: Provided, That not more than 
$35,000 shall be loaned on the security of a first lien upon any one such property; 
except that not exceeding 15 per centum of the assets of such association may be 
loaned on other improved real estate without regard to said $35,000 limitation, 
and without regard to said fifty-mile limit, but secured by first lien thereon: 
And provided further, That any portion of the assets of such associations may be 
invested in obligations of the United States or the stock or bonds of a Federal 
Home Loan Bank or in the obligations of the Federal National Mortgage Associa- 
tion: And provided further, That any such association which is converted from a 
State-chartered institution may continue to make loans in the territory in which 
it made loans while operating under State charter. In addition to the loans 
and investments otherwise authorized, such associations may purchase, subject 
to all provisions of this paragraph excevt the area restriction, loans secured by, 
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first liens on improved real estate which are insured under the provisions of the 
National Housing Act, as amended, or insured as provided in the Servicemen’s 
Readjustment Act of 1944, as amended. 
Without regard to any other provision of this subsection except the area re- 
quirement such associations are authorized to invest a sum not in excess of 15 
er centum of the assets of such association in loans insured under title I of the 
Vational Housing Act, as amended, in unsecured loans insured or guaranteed 
under the provisions of the Servicemen’s Readjustment Act of 1944, as amended, 
and in other loans for property alteration, repair, or improvement: [Provided, 
That no such loan shall be made in excess of $2,500.] Provided, That no such 
loan, unless so insured or quaranteed, shall be made in excess of $2,500. 


THE HOUSING ACT OF 1954 
a * 7 * * ? * 


(Sec. 702. (a) In order (1) to encourage municipalities and other public 
agencies to maintain a continuing and adequate reserve of planned public works 
the construction of which can rapidly be commenced whenever the economic 
situation may make such action desirable, and (2) to attain maximum economy 
and efficiency in the planning and construction of local, State, and Federal pub- 
lic works, the Administrator is hereby authorized, during the period of three years 
commencing on July 1, 1954, to make advances to public agencies from funds 
available under this section (notwithstanding the provisions of section 3648 of 
the Revised Statutes, as amended) to aid in financing the cost of engineering 
and architectural surveys, designs, plans, working drawings, specifications, or 
other action preliminary to and in preparation for the construction of public 
works: Provided, That the making of advances hereunder shall not in any way 
commit the Congress to appropriate funds to assist in financing the construction 
of any public works so planned. 

{(b) No advance shal! be made hereunder with respect to any individual 
roject unless it conforms to an overall State, local, or regional plan approved 
y a competent State, local, or regional authority, and unless the public agency 

formally contracts with the Federal Government to complete the plan prepara- 
tion promptly and to repay such advance when due. Subsequent to approval 
and prior to disbursement cf anv Federal funds for the purpose of advance plan- 
ning, the applicant shall establish a separate planning account into which all 
Federal _ applicant funds estimated to be required for plan preparation shall 
be placed. 

(c) Advances under this section to any public agency shall be repaid without 
interest by such ageney when the construction of the public works is undertaken 
or started: Previded, That in the event repayment is not made promptly such 
unpaid sum shall bear interest at the rate of 4 per centum per annum froin the 
date of the Government's demand for repayment to the date of payment thereof 
by the public agency. All sums so repaid shall be covered into the ‘Treasury 
as miscellaneous receipts. 

{(d) The Administrator is authorized to prescribe rules and regulations to 
carry out the purposes of this section. 

{[(e) There is hereby authorized to be appropriated not exceeding $10,000,000 
to carry out the purposes of this sertion, and any amounts so appropriated shall 
remain availabie until expended: Provided, That not to exceed 1 per centum 
of the funds appropriated under this section may be used for the purpose of 
surveying the status and current volume of advanced public works planning 
among the several States and their subdivisions, such surveys to be carried out 
by the Administrator in cooperation with the Council of Economie Advisers in 
the Executive Office of the President. Not more than 5 per centum of the funds 
so appropriated shall he expended in any one State.J 

Sec. 702. (a) In order (1) to encourage municipalities and other public agencies 
to maintain at all times a current and adequate reserve of planned public works the 
construction of which can rapidly be commenced, particularly when the nationai or 
local economic situation makes such action desirable, and (2) to help atiain maximum 
economy and efficiency in the planning and construction of public works, the Ad- 
ministrator is hereby authorized to make advances to public agencies (notwithstanding 
the provisions of section 3648 of the Revised Statutes, as amended) to aid in financing 
the cost of engineering and architectural surveys, designs, plans, working drawings, 
specifications, or other action preliminary to and in preparation for the construction 
of public works: Provided, That the making of advances hereunder shall not in any 
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way commit the Congress to appropriate funds to assist in financing the construction 
of any public works so planned: And provided further, That advances outstanding to 

ublie agencies in any one State shall at no time exceed 10 per centum of the aggregate 
then authorized to be appropriated to the revolving fund established pursuant to 
subsection (e) of this section. 

(b) No advance shail be made hereunder with respect to any individual project 
unless it is planned to be constructed within a reasonable period of time, unless it 
conforms to an overall State, local, or regional plan approved by a competent Stale, 
local, or regional authority, and unless the public agency formally contracts with the 
Federal Government to complete the plan preparation promptly and to repay such 
advance or part thereof when due. Subsequent to approval and prior to disbursement 
of any Federal funds for the purpose of advance planning, the applicant shall establish 
a separate planning account into which all Federal and pn |p funds estimated 
to be required for plan preparation shall be placed. 

(c) Advances under this section to any public agency shall be repaid without 
interest by such agency when the construction of the public works is undertaken or 
started: Provided, That if the public agency undertakes to construct only a portion of 
a planned public work it shall repay such proportionate amount of the advances 
relating to the public work as the Administrator determines to be equitable: And 
provided further, That in the event repayment is not made promptly such unpaid 
sum shall bear interest at the rate of 4 per centum per annum from the date of the 
Government's demand for repayment to the date of payment thereof by the public 
agency. 

(d) The Administrator is authorized to prescribe rules and regulations to carry 
out the purpose of this section. 

(e) In order to provide moneys for advances in accordance with this section, the 
Administrator is hereby authorized to establish a revolving fund which shall comprise 
all moneys heretofore or hereafter appropriated pursuant to this section, together with 
all repayments and other receipts in connection with advances made under this section. 
There are hereby authorized to be appropriated to such revolving fund, in addition 
to the amount authorized by this section as originally enacted, the further amounts 
of $12,000,000 which may be made available to the revolving fund on or after July 1, 
1956; $12,000,000 which may be made available to such fund on or after July 1, 1957; 
$14,000,000 which may be made available to such fund on or after July 1, 1958; and 
such additional sums which may be made available from year to year thereafter as 
may be estimated to be necessary to maintain not to exceed a total of $48,000,000 in 
undisbursed balances in the revolving fund and in advances outstanding for plans in 
yong ee or for completed plans with respect to projects which, in the determination 
of the Administrator, can be expected to be undertaken within a reasonable period of 


time. 
FEDERAL RESERVE ACT 
e - * * » ° 


SECTION 24. LOANS ON FARM LANDS 


Sec. 24. Any national banking association may make real-estate loans secured 
by first liens upon improved real estate, including improved farm land and im- 
proved business and residential properties. A loan secured by real estate within 
the meaning of this section shall be in the form of an obligation or obligations se- 
cured by a mortgage, trust deed, or other instrument upon real estate, which shall 
constitute a first lien on real estate in fee simple or, under such rules and regulations 
as may be prescribed by the Comptroller of the Currency, on a leasehold (1) under 
a lease for not less than ninety-nine years which is renewable or (2) under a lease 
having a period of not less than fifty years to run from the date the loan is made or 
acquired by the national banking association, and any national banking associa- 
tion may purchase any obligation so secured when the entire amount of such obliga- 
tion is sold to the association. The amount of any such loan hereafter made shall 
not exceed 50 per centum of the appraised value of the real estate offered as secu- 
rity and no such loan shall be made for a longer term than five years; except that 
(1) any such loan may be made in an amount not to exceed 60 per centum of the 
appraised value of the real estate offered as security and for a term not longer than 
ten years if the loan is secured by an amortized mortgage, deed of trust, or other 
such instrument under the terms of which the installment payments are sufficient 
to amortize 40 per centum or more of the principal of the loan within a period of 
not more than ten years, and (2) the foregoing limitations and restrictions shall 
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to real-estate loans which are insured under the provisions of title II, title 
title VIII, section 8 of title I, or title IX of the National Housing Act or which are 
insured by the Secretary of Agriculture pursuant to title I of the Bankhead-Jones 
Farm Tenant Act, or the Act of August 28, 1937, as amended or title V of the 
Housing Act of 1949, as amended. No such association shall make such loans in 
an aggregate sum in excess of the amount of the capital stock of such association 
paid in and unimpaired plus the amount of its unimpaired surplus fund, or in excess 
of 60 per centum of the amount of its time and savings deposits, whichever is the 
greater. Any such association may continue hereafter as heretofore to receive 
time and savings deposits and to pay interest on the same, but the rate of interest 
which such association may pay upon such time deposits or upon savings or other 
deposits shall not exceed the maximum rate authorized by law to be paid upon 
such deposits by State banks or trust companies organized under the laws of the 
State in which such association is located. 
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EXTENDING FOR 1 YEAR THE EXISTING TEMPORARY 
INCREASE IN THE PUBLIC DEBT LIMIT 





June 27, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cooper, from the Committee on Ways and Means, submitted 
the following 


REPORT 


{To accompany H. R. 6992] 


The Committee on Ways and Means, to whom was referred the bill 
(H. R. 6992) to extend for 1 year the existing temporary increase in 
the public debt limit, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


GENERAL STATEMENT 


Section 21 of the Second Liberty Bond Act, as amended, provides 
for a limit of $275 billion on the amount of the public debt securities 
which may be outstanding at any one time. In an act approved 
August 28, 1954 (Public Law 686, 83d Cong., 2d sess.), the public 
debt limit was increased from $275 billion to $281 billion, or by $6 
billion, for the period beginning on the date of enactment of that 
act and ending on June 30, 1955. 

The Secretary of the Treasury has again requested the same 
increase of the debt limit, that is, from $275 billion to $281 billion for 
the period ending June 30, 1956. H. R. 6992 carries out the request 
of the Secretary. It provides that the $281 billion limit shall continue 
during the period ending June 30, 1956. 

In his appearance before our committee, the Secretary made the 
following statement: 


I am here today to ask your approval for a year’s extension of the $6 billion 
temporary increase in the public debt limit. Last August the Congress authorized 
a temporary increase in the limit from $275 billion to $281 billion in order to 
give the Treasury needed elasticity in handling its seasonal borrowing problems 
during the year. It provided, however, that the limit would go back to $275 
billion on June 30, 1955. 
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We have lived within those limits. The $281 billion temporary limit permitted 
us to do the necessary borrowing to meet the Government’s bills during seasonally 
low tax-collection periods, Moreover, we expect to end up on June 30 with the 
debt around $273}: billion. 

We have lived within the limits, but the basic problems are still with us. They 
are, in fact, even more acute this year than iast. The debt stood at $270.8 billion 
on June 30, 1954. On June 30 this year, it is expected to be almost $3 billion 
higher. Thus, the Treasury will have even less elbowroom to handle its seasonal 
borrowing needs in the months ahead under a $281 billion temporary limit than 
it did last year. Even more crucial will be the problem of getting the debt back 
to $275 billion by the close of the 1956 fisal vear. 


The Secretary assured the committee: 

These, then, are our goals. It is our firm intention to attempt to live under the 
where debt limit with this temporary extension. It is also our firm intention to 

ave any temporary increase in debt back to the present limit of $275 billion by 
the end of the year on June 30, 1956. 

Your committee is concerned about the necessity of increasing the 
debt limit over the present statutory limit of $275 billion. However, 
in view of the Secretary’s statement that this limit will be reached in 
the first part of the fiscal year 1956, it is deemed necessary to provide 
for the continuance of the temporary increase of $6 billion in the debt 
limit for another year. In providing for such increase, your com- 
mittee placed great reliance upon the Secretary’s assurance that it was 
the firm intention of the administration to get back to the present 
limit of $275 billion by the end of the year on June 30, 1956. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Pusiic Law 686, 8838p ConGREss 
(Approved August 28, 1954) 
AN ACT To provide for a temporary increase in the public debt limit. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That during the period beginning on the date of 
enactment of this Act and ending on [June 30, 1955] June $0, 1956, the public 
debt limit set forth in the first sentence of section 21 of the Second Liberty Bond 
Act, as amended, shall be temporarily increased by $6,000,000,000. 
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Mr. Cootey, from the Committee on Agriculture, submitted the 
following 


REPORT 


(To accompany S. 1755] 


The Committee on Agriculture, to whom was referred the bill 
(S. 1755), to amend the act of April 6, 1949, as amended, and the 
act of August 31, 1954, so as to provide that the rate of interest on 
certain loans made under such acts shall not exceed 3 per centum per 
annum, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 

This matter was considered by a subcommittee at the time the 
increase in interest rates was announced by the Department of Agri- 
culture. On the basis of a favorable report from the subcommittee 


on the matter generally, the Senate bill was acted upon by the full 
committee. 


Following is the text of the Senate report: 


The Committee on Agriculture and Forestry, to whom was referred the bill 
(S. 1755) to amend the act of April 6, 1949, as amended, and the act of August 31, 
1954, so as to provide that the rate of interest on certain loans made under such 
acts shall not exceed 3 percent per annum, having considered the same, report 
thereon with a recommendation that it do pass without amendment. 

This bill would reduce to a maximum of 3 percent the interest rate now estab- 
lished administratively at 5 percent on production disaster loans under section 
2 (a) of the act of April 6, 1949 (12 U. S, C. 1148a-2), economic disaster loans 
under section 2 (b) of that act, and emergency loans under Public Law 727, 83d 
Congress. The interest rate on these loans was increased from 3 percent to 5 
percent on January 3, in part, because of evidence that some borrowers, attracted 
by the low interest rate, were succeeding in obtaining these loans even though 
they could obtain credit elsewhere, and that consequently these loans were 
becoming competitive with commercial loans. 

These loans were never intended to be available to borrowers who could reason- 
ably obtain credit elsewhere. Section 2 (a) of the act of April 6, 1949, is expressly 
designed to take care of a “‘need for agricultural credit not readily available from 
commercial banks, cooperative lending agencies, or other_responsible sources.” 
Section 2 (b) of that act and the first section of Public Law 727 contain even more 
positive language. These loans should not be available for expansion, and the 
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county committees should exercise the utmost diligence in seeing that these loans 
are not made to farmers or stockmen able to obtain credit elsewhere. That may 
be difficult in many cases, but the fact that some incligible borrowers may be able 
to obtain these loans does not warrant increasing the interest rate to the detriment 
of all borrowers. 

The bill and the reasons for its enactment are more fully described in the attached 
subcommittee report. 


REPORT OF THE SUBCOMMITTEE ON 8. 1755 anv 8. 1764 Provipinc THAT THE 
Rate oF INTEREST ON Emercency Loans Mabe BY THE FARMERS’ Home 
ADMINISTRATION SHatL Not Exceep 3 PerRceNT PER ANNUM 


The subcommittee, with the authority and at the direction of the chairman of 
the Committee on Agriculture, held hearings on Friday, May 6, on 8. 1755 and 
on 8. 1764, both of which provide that interest rates on emergency loans made by 
the Farmers’ Home Administration shall net exeeed 3 percent per annum. . This 
legislation was prompted by action taken by the Department of Agriculture, 
effective January 3, 1955. which raised the interest rate on emergency loans made 
by the Farmers’ Home Administration pursuant to sections 2 (a) and (b) of Public 
Law 38, 8Ist Congress, as amended by Public Law 115, 83d Congress, and on those 
made pursuant to Public Law 727, 83d Congress, from 3 to 5 percent per annum. 

We have concluded as a result of our hearings, that the prevailing opinion. is 
that the interest rate was increased at an inappropriate time and, also, that it is in 
the best interests of a sound agriculture to establish future loans for emergency pur- 
poses at a rate of interest not to exceed 3 percent per annum. The subcommittee, 
therefore, reports 8S. 1755 with the recommendation that the full committee take 
favorable action thereon. 

It is significant that the representatives of the Department of Agriculture, 
Mr. Kenneth L. Scott, Director of Agricultural Credit Services, Mr. Robert B 
McLeaish, Administrator, Farmers’ Home Administration, Mr Henry C Smith, 
Deputy Administrator Farmers’ Home Administration, and Mr. Frank Pollard, 
did not oppose the legislation. even though they were of the opinion that their 
origina! reasons for increasing the interest rate were justified and still valid. To 
the conirary, the Department’s representatives stated that they wanted guidance 
from the Congress and, although it might be somewhat more difficult administra- 
tively, they were prepared to go along with the provisions of 8. 1755 and 8S. 1764. 

tepresentatives of the major farm organizations were unanimously in favor of 
the legislation. Mr. John C. Lynn, legislative director, represented the American 
Farm Bureau Federation; Mr. Lail Schmidt appeared on behalf of the National 
Farmers Union: and Mr. Lloyd C. Halvorson economist, presented the view of 
the National Grange 

The hearings revealed that the Department of Agriculture had considered this 
particular increase in interest rates for nearly 2 vears and finally decided that the 
action should be taken on Januarv 3, 1955, for 2 principal! reasons: 

First there was evidence that the 3 percent rate had resulted in a competitive 
situation which was believed to be contrary to the intent of Congress, i. e., some 
borrowers resorted to various means to convince the courty committees of the 
Farmers’ Home Administration that they were eligible for this emergency credit. 
The result was that the emergency loan was becoming competitive with local 
banks and cooperative lending institutions from which these particular farmers 
should be obtaining their required credit. 

Second, the Department was mindful of actions taken by the Congress in 
setting the rate of interest on other types of Farmers’ Home Administration loans 
Public Law 731 of the 79th Congress, approved on August 14, 1946, authorized 
the making of production and subsistence loans at a rate of 5 percent. Public 
Law 115 of the 83d Congress, approved July 14, 1953, authorized the making of 
special livestock loans as an emergency measure and established the rate of 5 
percent. Therefore, the increase in rate from 3 percent to 5 percent on production 
and economic loans resulted in a uniform rate on all emergency-type loans as well 
as the regular loans for operating funds made by the Farmers’ Home Administra- 
tion. 

The subcommittee, while appreciating the validity of these reasons as stated by 
the Department’s representatives, is of the opinion that the interest rate on these 
emergency loans was increased at a time when the farmers of this country could 
least afford it. The rate was increased at a time when thousands of our farmers 
were suffering severe economic sethacks—-crop losses due to the drought and other 
climatic conditions, high costs of farming, including high prices of fertilizer, farm 
tools and equipment, labor, fuel, seed, and so forth. Many of these farmers, 
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moreover, have experienced these adverse conditions over a period of several years. 
The subcommittee does not want to say that an increase in this interest rate will 
never be justified, but it does feel that if an increase could be justified at some 
other time, under some other conditions, it certainly does not seem to have been 
justified under the conditions existing in January of 1955. 

We believe that it is the intention of Congress that emergency loans should be 
used to bridge emergency or disaster periods and that, when so used, the interest 
rate should be as favorable to the borrowers as is economically possible. To 
state the view negatively, the subcommittee does not believe that a farmer in 
distress, who must go to the Farmers’ Home Administration for the specific 
reason that he is ineligible for a loan from a private commercial banking institu- 
tion, should be forced to pay a higher rate of interest than 3 percent per annum. 
This view is obviously consistent with the whole rationale employed by Congress 
in providing for emergency type loans. 

Oun D. Jounston, Chairman. 
Cuinton P. ANDERSON. 

W. Kerr Scorr. 

Kari E. Munpr. 

ANDREW F. ScHOEPPEL. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Representa- 
tives, changes in existing law made by the bill are shown as follows 
(new matter is in italics; existing law in which no change is proposed 
is shown in roman): 


Act or Apri. 6, 1949, As AMENDED 


Src. 2. (a) The Secretary is hereby authorized to make loans to farmers and 
stockmen for any agricultural purpose in any area or region where he finds that 
a production disaster has caused a need for agricultural credit not readily available 
from commercial banks, cooperative lending agencies, or other responsible sources. 
Such loans shall be made at such [rates of interest] rate of interest, not to exceed 
3 per rentum per annum, and on such general terms and conditions as the Secretary 
shall prescribe for such area or region. 


ECONOMIC DISASTER LOANS 


(b) The Secretary is authorized in connection with any maior disaster deter- 
mined by the President to warrant assistance by the Federal Government under 
Publie Law 875, Eighty-first Congress (42 U. S. C. 1855), as amended, to make 
loans to established farmers and stockmen for any agricultural purpose in the 
area covered by the determination of the President, if the Secretary finds that 
an economic disaster has also caused a need for agricultural credit that cannot 
be met for a temporary period from commercial banks, cooperative lending 
agencies, the Farmers’ Home Administration under its regular loan programs, 
or other responsible sources. [The] Such loans shall be made at such [rates of 
interest] rate of interest, not to exceed 3 per centum per annum, and on such general 
terms as the Secretary shall prescribe for such area. 





Act or Auacust 31, 1954 


Sec. 2. Loans under this Act shall (1) be made only to individuals or partner- 
ships who are actively engaged in the operation of farms or ranches; (2) not 
exceed $15,000 in the case of any one loan; (3) not be made to any one borrower 
80 as to increase the total indebtedness of such borrower under this Act to an 
amount in excess of $20,000 (including principal and accrued interest); (4) be 
made at such [rates of interest] rate of interest, not to exceed 3 per centum per 
annum, and on such terms and conditions as the Secretary shall prescribe for 
such area or areas; and (5) be secured by the personal obligation and available 
security of the producer or producers. 
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Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 6871] 


The Committee on the Judiciary to whom was referred the bill 
(H. R. 6871) to continue the effectiveness of the act of December 2, 
1942, as amended, and the act of July 28, 1945, as amended, relating 
to war-risk hazard and detention benefits until July 1, 1956, havin 
considered the same, report favorably thereon without amendment an 
recommend that the bill do pass. 


PURPOSE 


The purpose of this bill is to extend for a period of 1 year, to July 1, 
1956, the provisions contained in two temporary statutes presently 
in force. The first of these is Public Law 784, 77th Congress (56 Stat. 
1028, 42 U. S. C. 1701-1706, 1711-1717 (1952 ed.)), which provides 
for compensation benefits for certain employees of the United States 
or of contractors with the United States for injury or death proxi- 
mately resulting from a war-risk hazard as defined therein. The 
second statute is section 5 (b) of Public Law 161, 79th Congress 
(59 Stat. 505, 5 U.S. C. 801 (1952 ed.)), which extends the Federal 
Employees’ Compensation Act, as amended (39 Stat. 742 (1916), 63 
Stat. 854 (1949), 5 U.S. C. 751 ff. (1952 ed.)), to provide workmen’s 
compensation benefits to Federal civilian employees who suffer injury 
er death during a period of detention by an enemy force. As the 
appended executive communication from the Department of the Air 
Force representing the Department of Defense indicates, legislation 
of this type has been in effect since World War II and is essential to 
effective recruitment of competent civilian personnel for vital overseas 
employment. 
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DESCRIPTION OF PUBLIC LAW 784, 77TH CONGRESS, AS AMENDED 


This statute provides compensation for injury, death, or capture of 
certain persons employed outside the country by the United States 
directly or by contractors of the United States when the injury is 
caused by a war-risk hazard. The types of military and enemy action 
constituting war-risk hazards are specified in detail in section 201 
(42 U.S. C. see. 1711 (1952 ed.)), of the act. The significance of this 
legislation is that such employees who are victimized by a war-risk 
hazard are eligible for compensation even though at the time of their 
injury they were not actually engaged in the course of their employ- 
ment. Also, if such employees are captured by enemy forces, these 
laws provide compensation payments to dependents during enemy 
detention. This legislation was enacted in 1942 to compensate 
retroactively for the many cases of personal injury and death of 
employees of Government contractors, particularly at Pearl Harbor, 
Guam, Wake Island, and the Philippines, and to provide for future 
similar tragedies. As wartime legislation, it was effective until 1952 
and has been extended from year to year since then. Pending 
development of permanent legislation, H. R. 6871 extends this 
temporery legislation to July 1, 1956. 


DESCRIPTION OF SECTION 5 (B) OF PUBLIC LAW 161, 79TH CONGRESS, 
AS AMENDED (59 STAT. 505, 6 U. S. C., SEC. 801 (1952 ED.)) 


This legislation applies to employees of the United States whose 
employment requires that they work and temporarily live great 
distances from their permanent residences. It extends the benefits 
of the Federal Employees’ Compensation Act to such employees if 
they are captured by the enemy and are injured or killed while under 
enemy detention, whether or not at the time of capture they were 
engaged in the course of their employment. This provision was first 
enacted in 1945, continued as wartime legislation until 1952, has 
been extended from year to year since then and is extended to July 1, 
1956, by H. R. 6871. 


NEED FOR EXTENSION OF ACTS 


These provisions for the protection of employees working abroad or 
at great distances from their permanent residences are an essential 
part of the Government’s overseas operations. As indicated in the 
executive communication appended hereto, there is under consider- 
ation by the Executive permanent legislation dealing with war-risk 
hazards to civilian employees. However, pending completion of 
review of this permanent legislation, it is essential that present pro- 
tections be extended. Therefore, the committee recommends the 
prompt passage of H. R. 6871. 


EXECUTIVE COMMUNICATION 


The Department of Defense requested the extension of this legis- 
lation in a communication dated June 8, 1955, addressed to Hon. Sam 
Rayburn, Speaker of the House of Representatives, and referred to 
this committee. That communication is appended hereto. 
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DEPARTMENT OF THE AlR Force, 
OFFICE OF THE SECRETARY, 


Washington, June 8, 1955. 
Hon. Sam Rayrpurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There are forwarded herewith a draft of legislation, to 
continue the effectiveness of the act of December 2, 1942, as amended, and the 
act of July 28, 1945, as amended, relating to war-risk hazard and detention 
benefits until July 1, 1956, and a sectional analysis thereof. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. The 
Department of the Air Force has been designated as the representative of the 
Department of Defense for this legislation. It is reeommended that this proposal 
be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend temporary statutes relating 
to benefits available to certain civilian personnel for injury, death, or detention 
resulting from war-risk hazards. The temporary provisions of law concerning 
war-risk hazard benefits will terminate July 1, 1955, in accordance with the act 
of June 30, 1954, “An act to continue the effectiveness of the act of December 2 
1942, as amended, and the act of July 28, 1945, relating to war-risk hazard and 
detention benefits until July 1, 1959.” 

The present legislation effects benefits granted to certain groups of civilian 
employees customarily engaged to support the military forces of the United States 
in overseas areas. These groups and their relationship to the Government may 
be classified generally as follows: 

(a) Direct-hire employees of the United States. 

(b) Certain persons engaged by contract with the United States for personal 
services 

(c) Certain employees of contractors with the United States Government. 

(d) Civilian employees of nonappropriated fund functions. 

There is general agreement that a major factor in recruiting competent personnel 
for overseas duty in any of the above capacities is the protection offered for un- 
usual risk of life or limb. This concern over physical safety remains strong as 
the result of the fate suffered by civilians employed at Pear! Harbor, Guam, Wake 
Island, and the Philippines. In the time of actual hostilities Congress adopted a 
temporary wartime policy (a retroactive measure) that the United States should 
assume the liability involved in such risks for certain groups of civilian employees 
in overseas areas. The experience of the military departments since 1941 indi- 
eates need for a continuing national policy on this subject to be available when 
the contingency arises. 

The Denartment of Defense has recommended proposed legislation to revise 
and make permanent current temporary provisions of law relating to benefits 
available to certain civilian personnel for injury, Ceath, or detention resulting 
from war-risk hazards. That proposal has been submitted to the Bureau of 
the Budget for executive branch clearance. We are informed that the Bureau 
of the Budget and other executive branch agencies have substantially completed 
their review of the proposal and that it will be cleared for submission to the 
Congress in the near future. However, in view of the fact that the temporary 
authority to provide war-risk hazard benefits expires July 1, 1955, and the pro- 
posed revisions involve several substantive matters, it is believed appropriate 
that the current temporary authority be extended for 1 year. ‘This will assure 
continuation of the temporary authority beyond the July 1, 1955, expiration 
date and give the Congress a greater time to study the various changes in the 
current provisions of law that will be recommended shortly. 


COST AND BUDGET DATA 


The fiseal implications of this proposal cannot be estimated accurately since its 
operation will depend entirely upon contingencies which cannot be forecast. 
Sincerely yours, 
Haroutp E, Tasort. 


Inclosure. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Represen- 
tatives, there is printed below in roman type without brackets existing 
law in which no change is proposed by enactment of the bill bere 
reported; present provisions proposed to be stricken are enclosed in 
black brackets; and new provisions proposed to be inserted are shown 
in italic: 

Secrion 201 or rue Act or Decemper 2, 1942, as AMENDED 
(Public Law 784, 77th Cong., 56 Stat. 1033, 42 U. 8S. C. 1711) 


Sec. 201. When used in this Act (except when used in title III)— 

(a) The term “Secretary”? means the Secretary of Labor. 

(b) The term “‘war-risk hazard” means any hazard arising after December 6, 
1941, and prior to [July 1, 1955] July 1, 1956, from— 

(1) the discharge of any missile (including liquids and gas) or the use of 
any Weapon, explosive, or other noxious thing by an enemy or in combating 
an attack or an imagined attack by an enemy; or 

(2) action of the enemy, including rebellion or insurrection against the 
United States or any of its Allies; or 

(3) the discharge or explosion of munitions intended for use in connection 
with the national war effort (except with respect to any employee of a 
manufacturer or processor of munitions during the manufacture, or processing 
thereof, or while stored on the premises of the manufacturer or processor) ; or 

(4) the collision of vessels in convoy or the operation of vessels or aircraft 
without running lights or without other customary peacetime aids to navi- 
gation; or 

(5) the operation of vessels or aircraft in a zone of hostilities or engaged in 
war activities. 

(ec) The term “enemy” means any nation, government, or force engaged in 
armed conflict with the Armed Forces of the United States or of any of its allies. 

(d) The term “allies” as used in this Act and as used in the statutory provisions 
referred to in section 101 (a) (1) of this Act, means any nation, government, or 
force participating with the United States in any armed conflict. 

(e) The terms ‘national war effort” and ‘“‘war-effort”’ include national defense; 
the term “war effort”? as used in the statutory provisions referred to in section 
101 (a) (1) of this Act also includes national defense. 

(f) The term “war activities’ includes activities directly relating to military 
operations. 

Section 5 (Bs) oF THE Act oF JuLy 28, 1945 


(Public Law 161, 79th Cong., 59 Stat. 505, 15 U.S. C. 801) 


Szc. 5. * * * 

(b) In any case where an employee employed by the United States within the 
purview of such Act or any extension thereof suffers disability or death after 
capture, detention, or other restraint, by an enemy of the United States, during 
the present war and until [—July 1, 1955] July 1, 1956 such disability or death 
shall in the administration of such Act be deemed to have resulted from injury 
occurring while in the performance of duty, whether or not the employee was 
engaged in the course of his employment when taken by the enemy: Provided, 
That this subparagraph shall not apply in the case of any person (1) whose resi- 
dence is at or in the vicinity of the place from whence he was thus taken, and 
(2) who was not living there solely by virtue of the exigencies of his employment, 
unless such person was so taken while he was engaged in the course of his employ- 
ment: Provided further, That compensation for disability or death shall not be 
paid during any period of time during which the disabled person (or the depend- 
ents of such person, or any one of them) should receive or be entitled to receive 
any pay, other benefit, or gratuity from the United States on account of deten- 
tion by the enemy or by reason of the same disability or death, unless such pay, 
benefit, or gratuity is refunded or renounced. ‘The term “enemy” as used in this 
subsection means any nation, government, or force engaged in armed conflict 
with the Armed Forces of the United States or of any nation, government, or 
force participating with the United States in any armed conflict. 
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84TH CoNGREss } HOUSE OF REPRESENTATIVES Report 
Ist Session : { No. 917 





CONSENTING TO AN INTERSTATE COMPACT 
TO CONSERVE OIL AND GAS 





June 27, 1955.—Committed to the Committee>of the Whole House on the 
State of the Union and ordered to be printed 





Mr. Harris, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany $, J. Res. 38] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the joint resolution «. J. Res. 38) consenting to an 
interstate compact to conserve oi! .and gas, having considered the 
same, report favorably thereon with an amendment and recommend 
that the joint resolution as amended do pass, 

The amendment is as follows: 

Page 17, line 7, strike out all of section 2, and insert in lieu the 
following: 

Sec. 2. The Attorney General of the Usféed States ehall make an annual report 
to the Congress for the duration of the léterstate Compact to Conserve Oil and 
Gas as to whether or not the activities of the States under the provisions of such 
compact have been consistent with the purpose as set out in article V of such 
compact. : 

The purpose of the proposed legislation is:to give the consent of 
the Congress to the extension ard renewal for-a period of 4 years of 
the interstate compact to conserve oil and gas, which was entered 
into originally in 1935 by the States of Oklahoma, Texas, New Mexico, 
Illinois, Colorado, and Kansas,’ ‘The Congress gave consent to such 
compact by House Joint Resolution 407, approved August 27, 1935 
(Public Res. 64, 74th Cong.). ©. 

Since 1935 the compact has been renewed and extended six times 
with the consent of the Congress. and, unless-again renewed, will 
expire on September 1, 1955. heed 20 

When the compact was originally esnsented to. by the Congress in 
1935, it was hoped that the sever oil-producing States, acting 
together under the compact, would beable to effeet conservation of 
this important natural resource, preveht its waste; and give aid to 
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the petroleum industry in its effort to achieve a relatively stable 
situation. During the 20 years that this compact has been in force, 
that hope has been fulfilled in substantial and ever-increasing degree. 

A compact such as the one under consideration is in complete 
harmony with the spirit of our form of government. It preserves 
the rights of each separate State while enabling the several States, as 
parties to the compact, to work together on a sound program which 
all of them accept and endorse. 

The compact involves no use of police power, except as each par- 
ticipating State may choose to exercise police power within its own 
jurisdiction in furtherance of the general purpose to promote the 
maximum ultimate recovery from the petroleum reserves of said 
State. The compact. imposes no prohibitions which the participat- 
ing States do not voluntarily accept. The compact does enable the 
signatory States to achieve the general purpose of conservation by 
means of cooperative and coordinated action, beyond the capacity of 
independent action. 

This compact, in article V, expressly states that nothing in it 
authorizes the signatory States to limit the production of oil or gas for 
the purpose of stabilizing or fixing the price thereof, to create or per- 
petuate monopoly, or to promote regimentation. Senate Joint Res- 
olution 38, as it passed the Senate and was referred to this committee, 
contained a section 2, not hitherto contained in the various extensions 
of the compact authorized by the Congress, which provided for annual 
reporting by the Attorney General to the Congress as to whether— 
the activities of the States under the provisions of such compact (1) have remained 
within the purpose of such compact as set out in article V thereof, and (2) have 
resulted in the stabilizing or fixing of prices of oil or gas, the creation or perretu- 
ation of any monopoly, or the promotion of any regimentation in the production 
or sale of oil or gas, with the understanding that conservation and the protection 
of the small producer are the paramount purposes of any rules and regulations 
issued under the compact. 

While the Attorney General has written the committee that the gen- 
eral purpose of this provision seemed unobjectionable, he expressed 
some concern over the nature of the investigation into the field of 
economics called for by the language of this provision in the Senate 
resolution. The committee has altered this language in its amend- 
ment to provide for reporting to the Congress by the Attorney General 
as to whether or not— 

the activities of the States under the provisions of such compact have been con- 
sistent with the purposes as set out in article V of such compact. 

The agreement to extend and renew this compact for a period of 4 
years from September 1, 1955, to September 1, 1959, has been duly 
executed by the representatives of Alabama, Arkansas, Colorado, 
Florida, Illinois, Indiana, Kansas, Kentucky, Louisiana, Michigan, 
Mississippi, Montana, Nebraska, New Mexico, New York, North 
Dakota, Ohio, Oklahoma, Pennsylvania, Tennessee, Texes, and West 
Virginia, It will be noted that the attested signature of the Governor 
of Illinois does not appear in the joint resolution. The committee 
has been informed that the enabling legislation has been enacted by 
the Illinois Legislature to become effective on July 1, 1955, and that the 
Governor proposes then to execute the agreement. 

As will be seen from letters, printed hereafter in this report, this 
proposed extension of the compact has the approval of the Department 
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of the Interior, the Department of Defense, and the Federal Power 
Commission. No agency of the Government expressed opposition to 
the proposed extension. 

In-view of the obvious justification for extendsng:the interstate com- 
pact to conserve oil and gas for a further peried of 4 years; the com- 
mittee recommends favorable consideration of this joint resyjution. 


DEPARTMENT OF JUSTICE, 
Orrice oF THE Deputy ArrogNey GENERAL, 
Washington, June 14;.1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Corwmerve, 
House of Representatives, Washington, D. C, 

Dear Mr. Cuatrman: This is in response to vour requests for the views of the 
Department of Justice concerning House Joint Resolution ?43 and Senate Joint 
Resolution 38, consenting to an interstate compact to conserve oil and gas, 

The interstate compact to conserve oil and gas was originally executed at. 
Dallas, Tex., on February 16, 1935, by representatives of the oil-producing 
States (Oklahoma, Texas, California, and New Mevxieo), wiih recommendations 
to other States for ratification. The States of Kansas, [llinois, and Colorado 
subsequently ratified the original compact. House Joint Pesolution 407 was 
introduced in the 74th Congress for the purpose of giving consent to the compact 
under tbe provisions of article I, section 10, of the Constitution. It was passed 
on August 27, 1935 (Public Resolution 64, 74th Cong., 49-Stat. 939). The 
approval was for a period of 2 years, expiring September 1, 1937. The compact 
has continued in effect since that time through periodic enactments by the Gon- 
gress similar to House Joint Resolution 407 of the’ 74th Congress. The Iast 
enactment (Public Law 128, 82d Cong., Augist 28, 1951) continued congressiona! 
consent to the compact until September 1, 1955. The joint resolutions would 
give congressional consent to a further extension aud renewal of the compact 
until September 1, 1959. 

Whether the proposed extension and renewal of the compact should be approved 
involves a question of policy concerning which this Department prefers to make 
no recommendation. However, there is one provision of Senate Joint Resolution 
38, as passed by the Senate, which this Department deems objectionable. Section 
2 of that joint resolution reads: 

“Sec. 2. The Attorney General of the United States shall, within one year 
from September 1, 1955, and annually thereafter for the duration of the Interstate 
Compact to Conserve Oil and Gas, make a report tothe Congress as to whether 
or not in his opinion the activities of the States under the provisions of such 
compact (1) have remained within the purpose of sich compact as. set out in 
article V thereof, and (2) have resulted in the stabilizing or fixing of prices of oil 
or gas, the creation or perpetuation of any monopo}y, or the promotion of any 
regimentation in the production or sale of oil or gas, with the understanding 
that conservation and the protection of the smal! producer are the paramount 
purposes of any rules and regulations issued under th® compact.” 

he general purpose of this provision seems unmbjectionable. However, tha 
investigation into the operation of the compact contemplated under the provision 
would apparently involve, among other matters, questions in the field of economies. 
Such functions do not properly come within the activities of the Department of 
Justice which is the chief litigating arm of the Government. It is believed, 
therefore, that it would be inappropriate for the Attorney General ‘and the 
Department of Justice to be designated to perforni such functions. -* 

The Bureau of the Budget has advised that there is no objection te. the sub- 
mission of this report, 

Sincerely, 
Wiasam P. Ravers, 

Deputy Atlornty General, 
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DEPARTMENT OF Strate, Washington, May 16, 1986. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Priest: Reference is made to your letter of May 11, 1955, enclosing 
for the comment of the Department of State copies of Senate Joint Resolution 38, 
consenting to an interstate compact to conserve oil and gas. 

The Department has no objection to the enactment of this joint resolution. 

The Bureau of the Budget has advised the Department that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Turuston B. Morton, 
Assistant Secretary 
(For the Acting Secretary of State). 





ExecuTivE OFFIck oF THE PRESIDENT, 
BuREAU OF THE BupcGet, 
Washington 25, D. C., May 28, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

My Dear Mr, Cuarrman: This will acknowledge your letter of May 11, 1955, 
requesting the views of the Bureau of the Budget on Senate Joint Resolution 38, 
consenting to an interstate compact to conserve oil and gas. 

In 1935 six oil-producing States, with the consent of the Congress, entered into 
an interstate compact to undertake measures to conserve oil and gas reserves, 
Since that time the original compact has been extended six times, with the consent 
of the Congress. The last extension expires September 1, 1955. Twenty-two 
States are now parties to the compact and have agreed to a further 4-year extension 
to September 1, 1959. Senate Joint Resolution 38 would give the consent of the 
Congress to this extensicn. 

The Bureau of the Budget would have no objection to the enactment of Senate 
Joint Resolution 38. 

Sincerely yours, 
Donawp R, Betcuer, 
Assistant Director. 





FepERAL Power Commission, 
Washington 26, May 27, 1958. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Cuarrman: In response to your request there are enclosed three 
copies of the report of the Federal Power Commission on Senate Joint Resolution 
38, 84th Congress, consenting to an interstate compact to conserve oil and gas. 

We have been advised that there is no objection by the Bureau of the Budget 
~ the submission by the Commission of this report on the above-designated reso- 
ution. 

Sincerely yours, 
Jerome K. Kuykenpatn, Chairman. 


Report OF THE FEDERAL PowrerR Commission oN Senate Jornt RESOLUTION 
38, 847TH Concress, JoinT ResoLuTion CoNSENTING TO AN INTERSTATE 
Compact To Conserve O11 anp Gas 


Senate Joint Resolution 38 would grant the consent of Congress to the extension 
and renewal for a period of 4 years from September 1, 1955, of the interstate 
compact to conserve oil and gas. 

The original compact was signed at Dallas, Tex., on February 16, 1935, by the 
representatives of four States. Congress gave its consent thereto and to the 
extensions and renewals thereof to September 1, 1955, its current expiration date. 
Since its origina) inception 17 additional! States have become parties to the com- 
pact and members of the Interstate Oil Compact Commission which was created 
thereby. Twenty-one States have executed the agreement to extend the compact 
for a period of 4 years until September 1, 1959. 
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The Commission is in accord with the opinion expressed by the Committee on 
the Judiciary of the United States Senate in Senate Report 265,-gated June 12, 
1947, on Senate Joint Resolution 122 (80th Cony.,’ lst sess.) egt@enting to the 
extension of the compact to September 1, 1951. The committe€ there stated: 

“This compact was originally approved by the Senate on AuguSés3s, 1935. It 
was then hoped that the oil-producing States, acting together under this compact, 
would be able to conserve this natural resource, prevent its waste, aad to aid the 
= industry to achieve a stable situation. That it has had this effect has 

on demonstrated during the 12 years the compact has been in forge 

“Interstate compacts such as this one are in ecompiete harmony with the spirit 
of our American form of government. They preserve ttie rights of each separate 
State at the same time that they enable each. of these States to work, tegether on 
a sound program which all of them accept. They involve no use of forge. They 
impose no prohibitions beyond those which are imposed by the States themselves. 
They enable the various States, signatory to such compacts, to do these things 
which are necessary but which might not be done by any of them sepécaiely or 
by any group of them without this consent of Congress. 

“This compact definitely states that nothing in it would suthorize the States 
to limit the production of oil or gas for the purpose of stabilizing or fixtae the 
price thereof, to create a monopoly, or to promote regimentation.”’ 

Section 11 (b) of the Natural Gas Act (52 Stat. 827; 15 U. S. C. 72%} {b)) 
requires the Commission ‘‘to assemble and keep current pertinent information 
relative to the effect and operation of any compact between twe or more States 
heretofore or hereafter approved by the Congress, to make such information 
public, and to report to the Congress from time to time, the information so 
obtained, together with such recommendations as may appear to be appropriaie 
or necessary to promote the purposes of such compact.” 

Pursuant to the above statutory directive, the Federal Power Cormmission has 
maintained a continuing interest in and has kept abreast of the activities of the 
Interstate Oil Compact Commission, an agency created by the compact, and has 
consistently given its support to that commission when the extension of the basic 
authority has been before the Congress. 

The Commission has reported to Congress information relative to the interstate 
compact to conserve oil and gas. Such information is contained in the Com- 
mission’s 1948 report of its Natural Gas Investigation, docket No. G-580. For 
particular references, see the report of Commissioner Leland Olds and Com- 
missioner Claude L. Draper, pages 75 to 84; the report of Commissiorier Nelson 
Lee Smith and Commissioner Harrington Wimberly, pages 145 and 150. Also 
in its 1954 annual report, at pages 151-152, the Commission summarized briefly 
the background of the compact and the Commission’s activities in connection 
therewith. 

For many years the Commission has been represented at meetings of the 
Interstate Oil Compact Commission, and has thereby been kept informed on the 
work of that organization. Since June 1954 Commissioner Seaborn &, Digby 
has been the Commission’s representative. 

The conclusion in a report to this Commission, though made in July 3943, by 
Mr. A. A. Hammer, then a member of its geological staff, st'$! holds trie today 
and succinctly states the present view of the Commission. Mr: Tlammer stated: 

“Finally, it may be said that the Interstate Oil Compact Commission. after a 
period of uncertainty, has oriented itself in the right directiou, has outlived and 
is carrying out a constructive program and is deserving of full suprort. It 
already has the endorsement of the Congress and the President of the. United 
States, as exemplified in the continuing support it has received from them. As 
now constituted and organized with its progressive program. the compat com- 
mission is democracy at work. It should be encouraged, assisted, and strength- 
ened wherever possible.” 

Continued cooperation between the Federal Power Commission and the 
compact organization will tend to effectuate the declared purpese of the agreement 
and is of vital importance in the conservation of the fuel supply of our Nation. 

The Commission, therefore, favors the approval of the joint resolution to 
extend the term of the interstate compact to conserve oil and gas for 4 years,from 
September 1, 1955. 

Respectfully submitted. 

Feprrat Powrr CoMMISSION, 
JEROME K. KuykENDALL, 
Chairman 
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DEPARTMENT OF THE INTERIOR, 
Orrice oF THE SECRETARY, 
Washington 25, D. C., May 27, 1956, 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Prigst: You have requested a report from this Department on 
Senate Joint Resolution 38, a joint resolution consenting to an interstate compact 
to conserve oil and gas. 

We recommend that Senate Joint Resolution 38 bé enacted. 

The interstate compact to conserve oil and gas is designed to promote sound 
conservation of the great natural resources of oil and gas so vitally necessary to 
the security and general welfare of the Nation. Since the compact was originally 
consented to by the Congress on August 27, 1935, the Interstate Oil Compact 
Commission created by the compact has made many noteworthy contributions 
to the achievement of that objective. We believe the accomplishments of the 
Commission fully justify the extension of the compact for an additional term of 
4 years, as proposed by Senate Joint Resolution 38. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 


Sincerely yours, Cruarence A. Davis, 


Acting Secretary of the Interior. 
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No. 918 





ONE HUNDREDTH ANNIVERSARY OF THE BIRTH OF 
THEODORE ROOSEVELT 





June 27, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Frazier, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. J. Res. 273] 


The Committee on the Judiciary, to whom was referred the joint 
resolution (H. J. Res. 273) to establish a Commission for the celebra- 
tion of the 100th anniversary of the birth of Theodore Roosevelt, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the joint resolution do pass. 


GENERAL STATEMENT 


This resolution establishes the Theodore Roosevelt Centennial 
Commission. It is the duty of the Commission to prepare plans and 
a program for signalizing in 1958 the 100th anniversary of the birth of 
Theodore Roosevelt. This resolution authorizes the appropriation of 
such sums not to exceed $10,000 as may be necessary to prepare the 
plans and a program. The Commission shall, on or before March 1, 
1956, make a report to the Congress in order that further enabling 
legislation may be enacted. 

There is general recognition of the significant contribution made by 
Theodore Roosevelt to the progress and development of the United 
States. The Centennial Commission will perform a valuable function 
in bringing to those of our generation greater knowledge and a deeper 
understanding of the contributions of Theodore Roosevelt. In recog- 
nition of his stature, it is most appropriate that there be provision for 
the celebration of his birth. The Committee on the Judiciary reports 
favorably this resolution to establish the Theodore Roosevelt Centen- 
nial Commission and recommends its passage. 
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Ist Session No. 919 





EXTENDING MOTOR VEHICLE THEFT ACT TO TRACTORS, 
TRAILERS, AND SEMITRAILERS 





June 27, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Wituts, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3702} 


The Committee on the Judiciary, to whom was referred the bil 
(H. R. 3702) to amend sections 2311, 2312, and 2313 of title 18, 
United States Code, so as to extend the punishment for the trans- 
portation of stolen motor vehicles in interstate or foreign commerce 
to tractors, commercial truck trailers, and truck semitrailers, and for 
other purposes, having considered the same, report favorably thereeh 
with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Amendment No. 1: Page 1, line 5, strike out “tractor,” and insert 
in lieu thereof “farm tractor, truck tractor,”’. 

Amendment No. 2: Page 1, line 7, strike out “seven hundred and 
fifty pounds,”’ and insert in lieu thereof “2,000 pounds,”’. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
that sections 2311, 2312, and 2313 of title 18 of the United States 
Code, relating to the transportation of stolen vehicles:and the sale 
or receipt of stolen vehicles, shall apply to farm. tractors, truck 
tractors, truck trailers, and semitrailers. The bill:would also extend 
the coverage of these sections to vehicles which have been embezzled, 
feloniously converted, or taken feloniously by fraud. 


STATEMENT ON “MOTOR V&SITICLES” 


The bill brings within the definition of “motor vehicles,” farm 
tractors, truck tractors, truck trailers, and truck semitrailers. .In a 
number of cases, indictments have been dismissed by Federal courts 


55006 








UNIVERSITY OF MICHIGAN LIBRARIES 


2 EXTEND MOTOR VEHICLE THEFT ACT 


in cases involving tractors on the ground that a tractor is not a motor 
vehicle, as defined in section 2311. The committee is of the opinion 
that, since the type of tractor now in use can speedily be driven away 
from the place at which it is stolen, the stolen property statute should 
be made applicable to tractors as it is to other types of vehicles within 
the definition. 

At the present time it is not an offense, within the meaning of these 
sections, to steal a trailer or a semitrailer, although it is an offense to 
take the cargo from such a vehicle, within the meaning of the Stolen 
Property Act. The theft of commercial trailers and semitrailers 
today has assumed enormous proportions. Thieves, in addition to 
hijacking at pistol point, are employing other and more subtle methods 
for stealing trucks, trailers and their cargoes. As an example, stolen 
tractors, painted with the appropriate designation on the exterior of 
the truck, will pull into a terminal lot in broad daylight, hook on to a 
semitrailer, and drive off. These persons try to steal loaded trailers 
or semitrailers. However, they frequently make mistakes and make 
off with an unloaded vehicle, which is not an offense within the mean- 
ing of the National Motor Vehicle Theft Act. 


AMENDMENTS 


The bill, as originally introduced, brought within the coverage of 
these sections all trailers and semitrailers having a chassis weight of 
over 750 pounds. However, at the hearing on this bill, it was brought 
out that including small or lightweight trailers within the provisions 
of this act would place an undue enforcement burden upon the 
Federal Bureau of Investigation and the other enforcement agencies 
of the Federal Government. The committee is therefore of the 
opinion that coverage of these sections should be limited to those 
large trailers and seimtrailers which are used commercially in inter- 
state transportation and has amended the bill so as to include only 
those truck trailers and semitrailers with a chassis weight of over 
2,000 pounds. 

At the time of the hearing, there was some doubt as to whether the 
word “tractor” as set forth in the bill as introduced would be broad 
enough to cover both farm tractors and truck tractors. In order to 
resolve this doubt, the committee amended the bill to provide expressly 
for farm tractors and truck tractors. 

The committee studied the question of whether house trailers would 
come within the provisions of this proposed legislation. The repre- 
sentatives both from the Government agencies and private associa- 
tions, who testified, voiced the opinion that the bill would not cover 
house trailers; in fact, a statement was made that inclusion of house 
trailers was unnecessary. The committee therefore wishes to expressly 
state that it is not its intention to include within the provisions of 
these sections, vehicles generally known as house trailers. 


STATEMENT ON “STOLEN” VEHICLES 


Under existing law, some courts have construed the term “stolen” 
as used in sections 2312 and 2313, to apply only to common-law 
larcenies, while other courts have construed it to include embezzle- 
ment, and similar offenses. Two types of cases illustrate the difi- 
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culties which result from such differentes in applicatién--one where 
an automobile is rented, transported ‘interstate, andes#ld, and the 
other where an automobile i¢ purchased with a bad cheek, transported 
interstate, and sold. In the. first instance it is an:émbezzlement— 
not a common-law larceny—and in the other, the purchaser has 
obtained possession and titl@ by fraud w7thout either.s larceny or an 
embezzlement. This bill will have the effect of makjug sections 2312 
and 2313 apply in all such cases and will remove the presently existing 
confusion on the meaning of the term “stolen.” * 

The committee wishes to point out that the “conversion” referred 
to in the bill and the “taking by fraud” ‘are only those conversions 
and frauds which are felonious and unlawful, and will prevent the 
— from being applied to a noncrimina} ‘taking, such as mere joy- 
riding. 

There follows a report from the Attorney General on this legislation. 





June “27, 1955. : 
Hon. EmManvet Creiier, ; 

Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CuarrMan: This is in response to your rermest for the views of the 
Department of Justice relative to the bill (H. R. 3702) to amend sections 2311, 
2312, and 2313 of title 18, United States Code, so as-iaj.extend the punishment 
for the transportation of stolen motor vehicles in interstsie or foreign commerce 
to tractors, commercial truck trailers, and truck semitrailers, and for other 
purposes. 

Section 1 of the bill would amend section 2311 of title. 18 of the United States 
Code so as to add to the definition of “Motor vehicle,” frectors and commercial 
truck trailers or truck semitrailers having chassis weights of over 750 pounds. 

Sections 2 and 3 would respectively amend sections 2312 snd 2313 of title 18 
so as specifically to include in the category of ‘“‘stolen’”’ vehicles those which have 
been “‘embezzled, feloniously converted, or taken feloniously by frand.”’ 

Under the existing law, some courts have construed the term ‘‘stalen,” as 
used in sections 2312 and 2313, to apply only to common-law lareeiives, while 
other courts have construed it to include embezzlement and similar. efeuses. 
Two types of cases illustrate the difficulties which result from such differenees in 
application—one in which an automobile is rented, transported interstate, aid 
sold; the other, in which an automobile is obtained as a result of fraudulent 
representation, transported interstate, and sold. In the first instance, there is 
an embezzlement, not a common-law larceny, and in the other, the purchaser 
has obtained possession and title by fraud, without either a larceny or an embezzle- 
ment. This bill would make it clear that the sections in question shali apply in 
all such cases. 

In considering the extension of the National Motor Vehicle Theft Act to trailers 
and semitrailers, the committee may wish to take into account section 659 and 
section 2314 of title 18. The former permite Federal prosecution for the theft 
of a trailer or semitrailer which contains an interstate or foreign shipment of 
goods or chattels, while the latter permits Federal prosecution if the value of the 
trailer or semitrailer is $5,000 or more, irrespective of whether it has a cargo. 
However, if the committee is of the view that a further enactment is nevertheless 
expedient with respect to trailers and semitrailers, it is suggested that a higher 
weight limitation than that provided for in the bill would be desirable. 

In a number of cases tnultetenente have been dismissed by Federal courts in 
cases involving tractors on the ground that a tractor is not a motor vehicle as 
defined in section 2311. The incorporation of the word “tractor” in the defini- 
tion, as propesed in section 1 of the bill, would clarify this issue. 

Whether or not this bill should be enacted constitutes a question of policy con- 
cerning which the Department of Justice prefers to make no recommendation 
other than that hereinabove expressed. 
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The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report. 
Sincerely, 
Wituram P. Rocers, 
Deputy Attorney General. 


CHANGES IN BXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed 
in black brackets, and new matter proposed to be added shown in 
italics: 

Sections 2311, 2312, anp 2313, Trriz 18, Unrtep Sratres Cops 


SECTION 2311. DEFINITION 


As used in this chapter: 

“ Aircraft’? means any contrivance now known or hereafter invented, used, or 
designed for navigation of or for flight in the air; 

“Cattle”? means one or more bulls, steers, oxen, cows, heifers, or calves, or the 
carcass or carcasses thereof; 

‘“Money” means the legal tender of the United States or of any foreign country, 
or any counterfeit thereof; 

“Motor vehicle” includes an automobile, automobile truck, automobile wagon, 
farm tractor, truck tractor, commercial truck trailer or truck semitrailer having a 
chassis weight of over 2,000 pounds, motorcycle, or any other self-propelled vehicle 
designed for running on land but not on rails; 

“Securities” includes any note, stock certificate, bond, debenture, check, draft, 
warrant, traveler’s check, letter of credit, warehouse receipt, negotiable bill of 
lading, evidence of indebtedness, certificate of interest or participation in any 
profit-sharing agreement, collateral-trust certificate, preorganization certificate 
or subscription, transferrable share, investment contract, voting-trust certificate; 
certificate of interest in property, tangible or intangible; instrument or document 
or writing evidencing ownership of goods, wares, and merchandise, or trans- 
ferring or assigning any right, title, or interest in or to goods, wares, and mer- 
chandise: or, in general, any instrument commonly known as a “security,” or 
any certificate of interest or participation in, temporary or interim certificate for, 
receipt for, warrant, or right to subscribe to or purchase any of the foregoing, or 
any forged, counterfeited, or spurious representation of any of the foregoing; 

“Value” means the face, par, or market value, whichever is the greatest, and 
the aggregate value of all goods, wares, and merchandise, securities, and money 
referred to in a single indictment shall constitute the value thereof. 


SECTION 2312. TRANSPORTATION OF STOLEN VEHICLES 


Whoever transports in interstate or foreign commerce a motor vehicle or 
aircraft, knowing the same to have been stolen, embezzled, feloniously converted 
or taken feloniously by fraud, shall be fined not more than $5,000 or imprisoned 
not more than five years, or both. 


SECTION 2313. SALE OR RECEIPT OF STOLEN VEHICLES 


Whoever receives, conceals, stores, barters, sells, or disposes of any motor 
vehicle or aircraft, moving as, or which is a part of, or which constitutes interstate 
or foreign commerce, knowing the same to have been stolen, embezzled, feloniously 
converted, or taken feloniously by fraud, shall be fined not more than $5,000 or 
imprisoned not more than five years, or both, 
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SALARIES OF THE JUDGES OF THE COURTS OF THE 
DISTRICT OF COLUMBIA 





June 27, 1955.—Ordered to be printed 





Mr. McMrttan, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany §8. 727] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the House to the bill (S. 727) to adjust 
the salaries of the judges of the Municipal Court of Appeals for the 
District of Columbia, the Municipal Court for the District of Colum- 
bia, the Juvenile Court of the District of Columbia, and the District 
of Columbia Tax Court, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagreement to the amendment of 
the House to the text of the bill and agree to the same with an amend- 
ment as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: That the fourth sentence of the sixth paragraph 
of section 6 of the Act entitled ‘“‘An Act to consolidate the Police Court of 
the District of Columbia and the Municipal Court of the District of Co- 
lumbia, to be known as ‘the Municipal Court for the District of Columbia’, 
to create ‘The Municipal Court of Appeals for the District of Columbia’, 
and for other purposes”, approved April 1, 1942, as amended (D. ©. 
Code, sec. 11-771), is amended by striking out “$14,500” and inserting 
in lieu thereof “$19,000"’, and by striking out “$14,000” and inserting 
un lieu thereof “$18,500"’. 

Szc. 2. The fourth sentence of section 2 of such Act of April 1, 1942, 
as amended (D. C. Code, sec. 11-758), is amended by striking out 
“$13,500” and inserting in lieu thereof “$18,000”, and by striking out 
“$13,000” and inserting in liew thereof “$17,500”. 

Sec. 3. The first sentence of the second paragraph of section 2 of title 
IX of the District of Columbia Revenue Act of 1987, as amended (D. 0. 
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Code, sec. 47-2402), is amended by striking out “$13,000” and inserting 
in lieu thereof “$17,500”. 

Sec. 4. The last sentence of section 19 of the Juvenile Court Act of the 
District of Columbia (D. C. Code, sec. 11-920) is amended to read as 
follows: ‘‘The salary of the judge shall be $17,500 per annum.” 

And the House agree to the same. 

That the Senate recede from its disagreement to the amendment of 
the House to the title of the bill and agree to the same. 

Joun L. McMittan, 
OrreN Harris, 
Sip Srwpson, 

Jos. P. O'Hara, 
Managers on the Part of the House. 
Wayne Morse, 

ALAN Brsxz, 
Roman L. Hruska, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 727) to adjust the salaries of the judges of the Municipal 
Court of Appeals for the District of Columbia, the Municipal Court 
for the District of Columbia, the Juvenile Court of the District of 
Columbia, and the District of Columbia Tax Court, submit the 
following statement in explanation of the effect of the action agreed 
upon by the conferees and recommended in the accompanying con- 
ference report: 

The first section of the Senate bill increased the salary of the chief 
judge of the Municipal Court of Appeals for the District of Columbia 
from $14,500 to $20,000 per annum, and the salaries of the judges of 
such court from $14,000 per annum to $19,500 per annum. The cor- 
responding section of the House amendment provided an increase to 
$17,500 for the chief judge and to $17,000 for the judges of such court. 
The conference agreement fixes the salary of the chief judge to be 
$19,000 and the salaries of the judges to be $18,500. 

Section 2 of the Senate bill increased the salary of the chief judge 
of the Municipal Court for the District of Columbia from $13,500 per 
annum to $19,000 per annum, and the salaries of the judges of the 
Municipal Court from $13,000 per annum to $18,500 per annum. 
The corresponding section of the House amendment provided an in- 
crease to $16,500 for the chief judge and to $16,000 for the judges of 
such court. The conference agreement fixes the salary of the chief 
judge of such court to be $18,000 per annum and the salaries of the 
judges to be $17,500. 

Section 3 of the Senate bill (which corresponds to section 4 of the 
House amendment and the conference substitute) established the 
salary of the judge of the Juvenile Court of the District of Columbia 
at $18,500 per annum. Under existing law the salary of such judge 
is fixed under the Classification Act of 1949, and is at present $11,800 

er annum. The House amendment provided that the salary of the 
judge of the Juvenile Court should be $14,800. The conference 
agreement fixes the salary of such judge to be $17,500. 

Section 4 of the Senate bill (which corresponds to section 3 of the 
House amendment and the conference substitute) increased the salary 
of the judge of the District of Columbia Tax Court from $13,000 
per annum to $18,500 per annum. The House amendment increased 
the salary of such judge to $16,000. The conference agreement fixes 
the salary of such judge to be $17,500. 

Joun L. McMuitzan, 
Orren Harris, 

Sip Simpson, 

Jos. P. O’Hara, 


Managers on the Part of the House. 
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AMENDING THE BANKRUPTCY ACT 





June 27, 1955.— Referred to the House Calendar and ordered to be printed 





Mr. Frazrer, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. R. 256] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 256) to amend the Bankruptcy Act with respect to the priority 
of debts owed by a bankrupt to workmen, servants, clerks, and cer- 
tain salesmen, having considered the same, report favorably thereon 
with amendments and recommends that the bill do pass. 

The amendments are as follows: 

On page 1, line 5, strike out the word “, salaries,’’. 

On page 1, line 6, the figure “$1,500” is changed to read “$600”. 

On page 1, line 7, the word “six” is changed to read “three”’. 


GENERAL STATEMENT 


This legislation is designed to clarify the wage priority provisions 
in the bankruptcy laws. Clause (2) of subsection (a) of section 64 of 
the Bankruptcy Act (11 U.S. C., sec. 104 (a) (2)) provides priority 
treatment for wages, not to exceed $600, earned within 3 months prior 
to the bankruptcy proceedings, and due workmen, servants, clerks, 
or traveling or city salesmen. At present there is uncertainty as to 
whether this priority provision applies to those salesmen who are 
independent contractors rather than servants or employees. H. R. 
256 is primarily designed to make clear that a person who is otherwise 
classified as a salesman is eligible for wage priority benefits even though 
he may be an independent contractor. Likewise, the addition of the 
words “and commissions” after the word “wages” at the start of clause 
(2) is to make clear that salesmen who are otherwise eligible for prior- 
ity benefits are not disqualified because their income is in commission 
form. 

These clarifications are consistent with recent court decisions. In 
Thompson v. Kronheim (178 Fed. 2d 477 (1949)), the Sixth Circuit 
Court of Appeals held that a salesman was eligible for priority treat- 
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ment even though on a commission basis and even though an inde- 
pendent contractor. Likewise, in the case of In Re Herbert Candy 
Co. (43 F. Supp. 588 (1942)), the District Court for the Eastern Dis- 
trict of Pennsylvania held that a salesman was eligible for priority 
treatment even though on a commission rather than a wage basis. 
The Herbert case is not clear on the independent contractor question, 
however. 

On the other hand, language in some court cases has been confus- 
ing. In the cases of Jn Re Clover Dairies, Inc. (42 F. Supp. 1006 
(1942)) and Jn Re Kaminers (252 F. 183 (1916)), there is language 
from which one might infer that a salesman must be an employee 
and not an independent contractor to qualify for wage priority bene- 
fits. Also in the case of Jn Re Collin (18 F. Supp. 848 (S. D. N. Y. 
1937)) involving the claim of William Knauth, there is language 
from which one might infer that a salesman who was a “separate 
‘contractor’ ”’ could not qualify. 

The Committee on the Judiciary believes it wise to resolve any 
doubts on these questions and therefore recommends favorable 


action on H. R. 256. 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported ; present provisions proposed to be stricken are enclosed 
in black brackets; a new provisions proposed to be inserted are 


shown in italic: 


Ciavuse (2) or Sussection (a) or Section 64 or THe Bankruptcy Act 
* * * * * ~ . 

(2) wages, salaries, and commissions, not to exceed [$600] $1,500 to each 
claimant, which have been earned within [three] siz months before the date of 
the commencement of the proceeding, due to workmen, servants, clerks, or travel- 
ing or city salesmen on salary or commission basis, whole or part time, whether 
or not selling exclusively for the bankrupt; and for the purposes of this clause, the 
term ‘traveling or city salesman’ shall include all such salesmen, whether or not they 
are independent contractors selling the products or services of the bankrupt on a com- 
mission basis, with or without a drawing account or formal contract; 

* * . . . * * 
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AMENDING TITLE 18 OF THE UNITED STATES CODE, SO AS TO 
INCREASE THE PENALTIES APPLICABLE TO SEDITIOUS CON- 
SPIRACY, ADVOCATING OVERTHROW OF GOVERNMENT, AND 
CONSPIRACY TO ADVOCATE OVERTHROW OF GOVERNMENT 





June 27, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Watrter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 2854] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 2854) to amend title 18 of the United States Code, so as to 
increase the penalties applicable to seditious conspiracy, advocating 
overthrow of government, and conspiracy to advocate overthrow of 
government, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to amend sections 2384 
and 2385 of title 18 of the United States Code so as to increase the 
penalties for seditious conspiracy and the penalties for advocating 
the overthrow of the Government, and to add a paragraph to section 
2385 with the same penalties for conspiracy to advocate the over- 
throw of the Government. 


STATEMENT OF FACTS 


Existing Jaw as contained in section 2384 of title 18 relating to 
the crime of seditious conspiracy provides for a maximum fine of 
$5,000 or imprisonment for not more than 6 years, or both. The 
present maximum penalty for the crime of advocating the overthrow 
of the Government contained in section 2385 of title 18 is a fine of 
$10,000 or imprisonment for not more than 10 years, or both. Section 
371 of title 18 specifies the maximum penalty for conspiracy to com- 
mit any offense against the United States as not more than $10,000 or 
imprisonment for not more than 5 years, or both. This is the present 
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provision governing the penalty for conspiracy to commit offenses 
relating to advocating the overthrow of the Government. The 
amendments proposed in this bill would revise the penalty provisions 
for each of these offenses so that as to each offense the penalty shall be 
a fine of not more than $20,000 or not more than 20 years’ imprison- 
ment, or both. 

The committee finds that these amendments fill the need for realistic 
uniformity as to maximum penalties for this group of related offenses. 
The two sections, 2384 and 2385, concern activities which threaten 
the security of our Nation, and the grave nature of such offenses 
requires that the maximum penalties for their commission should be 
increased in the manner provided for in this bill. This need was 
clearly demonstrated in the recent trial in New York of members of 
the Nationalist Party (of Puerto Rico) for seditious conspiracy that 
culminated in the shooting in the House of Representatives. This 
incident occurred in 1954 when three individuals entered the gallery 
of the House of Representatives and fired into Members assembled on 
the floor. At that time five Representatives were wounded. In 
addition the coconspirators participated in acts of violence both in the 
United States and in Puerto Rico. It is believed that conspirators 
who act to the detriment of the United States in behalf of world 
communism should similarly be subject to much more severe penalties 
than the law provides for them at the present time. The Attorney 
General has observed that the present provision for 6 years’ imprison- 
ment or $5,000 fine for such offenses appears to be wholly inadequate, 
and the committee concurs with this view. 

In addition to the related character of the offenses and their serious 
nature there remains the fact that sentences imposed under the 
present provisions may never be served in full. This is due to the 
fact that a prisoner who conducts himself properly in prison will have 
his sentence reduced for good behavior, and that this time may 
amount to approximately one-third of the sentence. ‘This has par- 
ticular relevancy to sentences for conspiracy to teach and advocate 
the violent overthrow of our Government, and for the offense of 
seditious conspiracy. In these instances a little more than 4 years’ 
imprisonment is clearly inadequate as a deterrent for those persons 
who would commit such offenses. 

This bill is similar to legislation proposed by the Attorney General. 
A letter from the Attorney General to the Speaker of the House of 
Representatives concerning such legislation is as follows: 

OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., January 17, 1955. 
The SPEAKER, 


House of Representatives, 
Washington, D. C. 


Dear Mr. Speaker: There is attached for your consideration and appropriate 
action a legislative proposal to amend title 18 of the United States Code, so as 
to increase the penalties applicable to seditious conspiracy, advocating overthrow 
of government, and conspiracy to advocate overthrow of government. 

The Department of Justice recommends an increase in the penalties provided 
under existing law with respect to the offenses of seditious conspiracy and advo- 
cating overthrow of government. It is also recommended that a conspiracy pro- 
vision with increased penalties be added to existing law relating to the offense 
of advocating overthrow of government. 

With respect to the offense of seditious conspiracy, existing law provides 
maximum fine of $5,000 or imprisonment for not more than 6 years, or L th (18 
U. 8. C. 2384). The maximum penalty under existing law for advocating over- 
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throw of government is a fine of $10,000 or imprisonment for not more than 10 
years, or both (18 U. 8S. C. 2385). The maximum penalty under existing law for 
conspiracy to commit offenses relating to advocating overthrow of government is 
a fine of $10,000 or imprisonment for not more than 5 years, or both. This 
Department recommends that the penalty provisions for each of the foregoing 
offenses be increased so that as to each offense the penalty shall be a fine of not 
more than $20,000 or not more than 20 years’ imprisonment, or both. 

The need for the increase in penalties for the offenses mentioned above is 
readily apparent if consideration is given to the fact that approximately one- 
third of the sentence,may never be served if a prisoner conducts himself properly 
in the penitentiary. A little more than 3 years’ imprisonment is entirely inade- 
quate as a deterrent for those who would conspire to teach and advocate the violent 
overthrow of our Government. This reasoning likewise applies with respect to 
the offense of seditious conspiracy. It was shown in the recent trial in New 
York against members of the Nationalist Party for seditious conspiracy that the 
conspiracy culminated in a shooting in the House of Representatives and the 
wounding of five Congressmen. In addition the coconspirators participated in 
acts of violence both in the United States and in Puerto Rico. ‘The 6 years’ 
imprisonment or $5,000 fine, or both, which may be imposed at present appears 
totally inadequate for offenses of this nature. 

In view of these considerations the Department of Justice urges favorable 
action on the attached proposal which not only would increase but would make 
uniform the penalties applicable to the offenses in question. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this recommendation. 

Sincerely, 
HERBERT BROWNELL, Jr., 
Attorney General. 


In view of the facts outlined in this report and referred to in the 
Attorney General’s letter the committee recommends the favorable 
consideration of the bill. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2 of clause 3 of rule XIII of the 
Rules of the House of Representatives changes in existing law made 
by the bill are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
Jaw in which no change is proposed is shown in roman): 

SEC. 2384. SEDITIOUS CONSPIRACY. 


If two or more persons in any State or Territory, or in any place subject to the 
jurisdiction of the United States, conspire to overthrow, put down, or to destroy 
by force the Government of the United States, or to levy war against them, or to 
oppose by force the authority thereof, or by force to prevent, hinder, or delay the 
execution of any law of the United States, or by force to seize, take, or possess 
any property of the United States contrary to the authority thereof, they shall 
each be fined not more than [$5,000] $20,000 or imprisoned not more than [six 
years ] twenty years or both. 


SEC, 2385. ADVOCATING OVERTHROW OF GOVERNMENT. 


Whoever knowingly or willfully advocates, abets, advises, or teaches the duty, 
necessity, desirability, or propriety of overthrowing or destroying the government 
of the United States or the government of any State, Territory, District or posses- 
sion thereof, or the government of any political subdivision therein, by force or 
violence, or by the assassination of any officer of any such government; or 

Whoever, with intent to cause the overthrow or destruction of any such govern- 
ment, prints, publishes, edits, issues, circulates, sells, distributes, or publicly 
displays any written or printed matter advocating, advising, or teaching the duty, 
necessity, desirability, or propriety of overthrowing or destroying any government 
in the United States by force or violence, or attempts to do so; or 

Whoever organizes or helps or attempts to organize any society, group, or 
assembly of persons who teach, advocate, or encourage the overthrow or destruc- 
tion of any such government by force or violence, or becomes or is a member of, 
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or affiliates with, any such society, group, or assembly of persons, knowing the 
purposes thereof— 

Shall be fined not more than [$10,000] $20,000 or imprisoned not more than 

ten years] twenty years, or both, and shall be ineligible for employment by the 
nited States or any department or agency thereof, for the five years next follow- 
ing his conviction. 

If two or more persons conspire to commit any offense named in this section, each 
shall be fined not more than $20,000 or imprisoned not more than twenty years, or 
both, and shall be ineligible for employment by the United States or any department 
or agency thereof, for the five years next following his conviction. 


O 
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FLORIDA STATE HOSPITAL 





JuNE 27, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Lanz, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5522] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 5522) for the relief of the Florida State Hospital, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to relieve the Florida 
State Hospital, Chattahoochee, Fla., of all liability to pay the United 
States the sum of $1,626.27 as a penalty assessed against the hospital 
by the Department of Agriculture for cotton planted by the hospital 
in excess of its 1954 acreage allotment under section 346 of the 
Agriculture Adjustment Act of 1938. 


STATEMENT OF FACTS 


The Florida State Hospital planted in excess of its cotton quota in 
1954, but this cotton was solely for the use of the hospital. During 
the planting of this crop the hospital farm supervisor, Mr. Angus H. 
Franklin, was sent to the county agent’s office to inquire whether the 
cotton acreage quota would apply to cotton planted for such use. 
At that time Mr. Franklin was given information to the effect that 
where the cotton was not to be sold or marketed the acreage limitation 
would not apply. The affidavits of Mr. Franklin and Mr. Palsgraaf, 
appended to this report, disclose how the hospital was misled in this 
matter. In the light that the hospital officials acted in good faith 


in planting this cotton, and also because the cotton was for the use 

of the hospital and not for sale, the committee has concluded that the 

hospital should be accorded the relief provided for in the bill. The 
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committee therefore recommends the favorable consideration of the 








AFFIDAVIT 
STaTE OF FLORIDA, 
County of Gadsden: : 

Personally appeared before me the undersigned authority, F. D. Palsgraaf, who, 
being duly sworn, makes the following statements: 

I am employed by the Florida State Hospital, Chattahoochee, Fla., as adminis- 
trative assistant. During the fall of 1953, Mr. Angus Franklin, farm superv isor 
of the Florida State Hospital, discussed with me the cotton needs for this institu- 
tion and we decided that we should plant about 40 acres of cotton. Neither Mr. 
Franklin nor I were aware of any restrictions on the quantity of cotton that could 
be grown by and for the use of the hospital. Mr. Franklin placed purchase requi- 
sition for necessary seed and fertilizer to plant the acreage we had decided upon 
and the requisition was approved by me. 

In the first part of 1954, Mr. Franklin came to me concerning notice received 
from the office of the county agent, Marianna, Fla., indicating that the acreage 
allotment for the hospital farm was five and some few tenths acres. We dis- 
cussed the matter and we both were under the impression that the cuota would not 
apply in our case, since the cotton was to be grown on the hospital’s farm and was 
to be used solely by the hospital in the making of mattresses and pillows by the 
hospital’s mattress factory, for indigent patients of the hospital. In order that 
we might be reassured that the quota would not apply to the hospital, I requested 
Mr. Franklin to take the card to the office of the county agent, Marianna, Fla., 
and find out whether such a quota would be applicable to the hospital. Mr. 
Franklin came to my office a day or so later ard told me he had discussed the mat- 
ter with an employee in the county ageit’s office and that this employee told him 
that where the cotton was to be grown by and for the use of the hospital and that 
none of it was to be s_ld or marketed, we could grow what we needed for the 
hospital. 

I mention these facts as evidence that we planted this cotton crop in all good 
faith and that we had absolutely no intention of violating any quota restrictions 
which might be applicable in our case. 

F. D. PAusGraar. 

Subscribed and sworn to before me at Chattahoochee, Fla., this 22d day of 
March 1954. 

[SEAL] IsABEL MAWHINNEY, 

Notary Public, State of Flocida at Large. 

My commission expires August 9, 1958. 





A¥FIDAVIT 
SraTe OF FLorRIDA, 
County of Gadsden: 

Personally appeared before me the undersigned authority, Mr. Angus H. 
Franklin, who, being duly sworn, makes the following statements: 

“T hereby certify that I am now, and have been since May 15, 1952, employed 
by the Florida State Hospital as farm supervisor and that I have direct charge 
of all farming operations carried on for the benefit of said hospital; that in planning 
crops for 1954, I included what I considered to be a reasonable acreage of cotton 
for the use and needs of the hospital. Certainly, I was got aware that there 
existed any restriction which would prohibit a State institution such as the hospital 

rowing cotton solely for its own use, where none of the cotton was to be marketed. 
My plans included 35 acres of cotton for 1954, as compared to approximately 30 
acres planted in 1953. 

“Cottonseed and fertilizer for the 1954 crop were requisitioned in November 
1953. The first of the year, 1954, I received a card from the county agent’s 
office, Marianna, Fla., informing me that our cotton quota was five and some 
few tenths acres. I then went to Marianna to see the county agent, but he was 
not in his office at the time so I gave the card to one of the ladies who worked 
there, explaining to her that we planned to grow cotton for use of the hoépital, 
that the cotton was not to be marketed, and that the quota shown on the card 
was hardly enough to bother with. She told me that as long as we are using 
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the cotton at the bine 5 and not putting it on the market, it would be all right 
to grow what we needed. I accordingly went ahead and planted around 35 acres 
of cotton in 1954, or approximately 5 acres more than we planted in 1953, when 
there was no quota.” 


Anoaus H. FRANKLIN. 
Sworn and subscribed to before me at Chattahoochee, Fla., this 16th day of 
March 1954. 


fseaL] F. D. Patscraar, 


Notary Public, State of Florida at large. 
My commission expires October 6, 1957. 





Orrice or THE ATTORNEY GENERAL, 
State or Fiorpa, 
Tallahassee, February 28, 1955, 
Re Penalty on excess cotton production. 
Unirep States DEPARTMENT OF AGRICULTURE, 
Commodity Stabilization Service, 
Washington 25, D. C. 


(Attention: Mr. Walter C. Berger, Associate Administrator.) 


GENTLEMEN: On Januarv 14, 1955, the Florida State Hospital, Chattahoochee, 
Fla., was meiled Form MQ93— Cotton (Upland), showing a penalty due hy the 
Florida State Hospitel at Chattahoochee, Fla., in the amount of $1,626.27 for 
cotton planted in excess of its 1954 cotton acreage allotment. I have previously 
taken this matter up with your office (through Hon. Spessard L. Holland, United 
States Senator from Florida) and on Septem*er 2, 1934, Senator Holland received 
a letter from. your office in which you s*i1, among other things, that there was no 
legal tesis for relieving the Chettahoochee State Farm of the penalty. You 
also steted in your letter that the State of Florida and the pulic were given 
notice that market quotes were required for the 1954 crop of upland cotton. 

I assume thet Senator Holland gave you my letter dated August 16, 1954, to 
him, or a copy thereof, with reference to this matter. As pointed out in that 
letter, the supervisor of the Chettehoochee Stete Farm wes advised in 1954 by 
one of the emplovees of the Agriculture Sta'ilization and Conservation Office in 
Merianna, Fla., that that institution could grow es much cotton as it needed for 
its own use 89 long e#s it did not put any of the cotton on the market. 

The institution, acting upon that advice and in good faith, proceeded to plant 
cotton in excess of its quota. However, notwithstanding the fact that the insti- 
tution supervisor had teen advised thet it was not bound by its quota so long as 
the cotton grown by the institution was not placed on the market for sale, the 
institution wes advised on July 21, 1954, that it must destroy 25 acres of the 
cotten planted by it in 1954. 

The Chattahoochee Stete Hospital finds itself in a rather awkward position as 
a result of the penalty essessed against it and to which I referred to above. No 
money has keen appropriated by our State legislature with which to pay this 
assessment and article 9, section 4, of our State corstitution provides that “‘No 
money shall te drawn from the State treasury except in pursuance of appropria- 
tiors made by law.” Inasmuch as the institution was acting in good faith and 
does not have any money with which to pay the penalty, I respectfully submit 
ro the penalty for excess cotton grown by that institution should be waived 
or 1954. 

Any assistance you can give us in this matter will be appreciated. 

Sincerely, 
Ricuarp W. Ervin, Attorney General. 


DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., June 10, 1955. 
l'on. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 
Dear ConGressMAN CELLER: This is in reply to vour request for a report on 
1 . R. 5522, a bill for the relief of the Florida State Hospital. 


The Department recommends against enactment of this bill for the reasons set 
forth below. 
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The bill would relieve the Florida State Hospital, Chattahoochee, Fla., from 
liability to pay the United States the sum of $1,626.27, representing the penalty 
assessed against the hospital by the Department of Agriculture for cotton planted 
by the hospital in excess of its 1954 acreage allotment. The relief would be 
granted on the ground that the excess cotton was intended solely for use by the 
hospital and not for sale on the market. 

The proclamation by the Secretary of Agriculture of the national marketing 
quota for the 1954 crop of upland cotton and the proposed marketing regulations 
for 1954 were published in the Federal Register in October 1953 (18 F. R. 6556 
and 6661). The proclamation of the Secretary stated that the amount of the 
national acreage allotment for upland cotton for 1954 would be 17,910,448 
acres, which was considerably below the rarbag s in the last 3 prior years. 

Notice of the allotment for the Florida State Hospital farm was sent at the same 
time and in the same manner as notices of allotments for all other farms. Also, 
promptly after measurements were made, notices were sent to all farm operators, 
inelucing the Florida State Hospital, indicating the acreage planted to cotton on 
their farms, and those having excess acreage were given a reasonable time in which 
to dispose of the excess acreage. 

Cotton produced on the Florida State Farm is competitive with cotton produced 
on other farms that are operated by farmers who are complying with the acreage 
allotment and marketing quota program. It is assumed that if cotton had not 
been produced on the Chattahoochee State Farm in 1954, the entire needs of the 
farm for cotton would have been met from cotton produced by farmers subject 
to quotas and allotments. If public institutions generally were not subject to 
the provisions of such a program and were permitted to plant cotton in excess of 
their allotments, their exemption would constitute discrimination against farmers 
who are required to comply with marketing quata programs for the reason that the 
increase in the total supply of cotton resulting from such overplantings would 
tend to reduce allotments in future years. 

Some public institutions such as State departments of correction have requested 
that they be permitted to overplant their cotton allotments without penalty on 
the ground that the excess cotton production either would not be sold or would not 
be marketed in the United States. Some individual farmers have requested that 
they be relieved of paying the penalty already incurred on the basis that no part 
of the production would be sold, while other farmers have requested that they 
be permitted to grow excess cotton to be used for various specified purposes. 
All of these requests have been denied because the law does not authorize such 
exemptions. The only exemption under the Agricultural Adjustment Act of 1938, 
as amended, is contained in section 372 (d), which exempts any commodity grown 
for experimental purposes by a publicly owned agricultural experiment station. 

It has been alleged that, in response to an oral inquiry, a clerk in the ASC office 
in Marianna, Fla., told the manager of the Chattahoochee State Farm that cotton 
used by the institution for making mattresses for the use of the institution would 
not be subject to marketing quota penalties. When this allegation first came to 
the attention of the Washington office, the Florida State ASC Committee was 
requested to ascertain the facts regarding this allegation. A report from the 
Florida State ASC office dated September 24, 1954, stated that insofar as could be 
determined no one in the Jackson County ASC office had advised the Chatta- 
hoochee State Farm officials to the effect that excess cotton grown on the State 
farm and used in the farm’s mattress factory would be free from marketing quota 

nalty. , 

PeThe cost of the proposed bill would be the sum of $1,626.27, which is the amount 
of the marketing quota penalty that would be waived. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 
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ConGREss OF THE UNITED States, 
House or REPRESENTATIVES, 
Washington, D. C., April 22, 1955. 
Re H. R. 5522, for the relief of the Florida State Hospital. 
Hon. Tuomas J. Lane, 
Chairman, Subcommittee No. 2, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarkMan: For easy reference I attach hereto a copy of the above 
identified bill which I recently introduced and which would relieve the Florida 
State Hospital, an institution for the treatment of the insane, of liability for pay- 
ment of a penalty assessed against it for overplanting upland cotton on the State 
farm during the year 1954. I am sure you will understand that this institution, 
like all other State institutions of its kind, is overcrowded with patients, under- 
staffed, and underfinanced. Consequently, a diligent effort is made by the 
administration of the hospital to produce as much food and fiber as they possibly 
can on their own lands for the benefit of the patients and the institution generally. 

Toward the above end, a certain acreage was planted with upland cotton for 
use solely by the hospital in the making of mattresses and pillows in their own fac- 
tory for the use of the indigent patients of the hospital. 

During the planning of this crop, the hospital farm supervisor, Mr. Angus H. 
Franklin, was dispatched to the nearby county agent’s office to seek information on 
whether or not the cotton acreage quota would apply in such a case. Mr. Frank- 
lin claims, as he states in an affidavit enclosed herewith, that he was given infor- 
mation by a female employee in the county agent’s office that in cases where the 
cotton was to be grown by and for the use of an institution and none of it sold 
or marketed, the acreage limitation would not apply. The giving out of such 
information ‘‘cannot be recollected”’ by the employee concerned. 

The Florida State Hospital has no funds from which to pay the amount of 
$1,626.27 which has been assessed against it by the United States Department of 
Agriculture as a penaltv for their overplanting of cotton. The only way the 
amount could be paid is by a special appropriation for it by the Florida State 
ew and I am sure you can endasetena what the prospects are in that 
regard. 

In view of the purpose for which this cotton was used and also of the doubtful 
nature of the information given out by the county agent’s office, I feel that the 
Florida State Hospital should be relieved of this assessment and earnestly hope 
that your committee will agree and favorably report H. R. 5522. 

As further evidence in support of this bill, I attach hereto affidavits by Mr. 
F. D. Palsgraaf, administrative assistant, Florida State Hospital; Mr. Angus H. 
Franklin, farm supervisor, Florida State Hospital; and a letter from Hon. Richard 
H. Ervin, attorney general of the State of Florida. 

Please ask for a report from the executive departments concerned as early as 
is practicable. I shall welcome an opportunity to appear before vour committee 
to answer any questions that may arise in connection with the bill. 

With all good wishes, I remain 

Sincerely, 
Bos SIKEs. 
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Mr. Burpick, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany H. Res. 278] 


The Committee on the Judiciary, to whom was referred the resolu- 
tion (H. Res. 278) for the relief of the State of Oklahoma, having 
considered the same, report favorably thereon without amendment 
and recommend that the resolution do pass. 

This resolution is merely to refer H. R, 5421, a bill for the relief of 
the State of Oklahoma, to the United States Court of Claims for the 
findings of fact and report its conclusion to the Congress. Your com- 
mittee is of the opinion that it is a case that should be referred to the 
court and, therefore, recommend favorable consideration of the 
resolution. 

[H. R. 5421, 84th Cong., Ist sess.] 


A BILL For the relie¥of the State of Oklahoma 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropri- 
ated, to the State of Oklahoma, for the use and benefit of the State highway 
commission of such State, the sum of $656,500. The payment of such sum shall 
be in full settlement of all claims of the State of Oklahoma against the United 
States by reason of an agreement, made by the United States through the Work 
Projects Administration, under a stipulation filed on February 25, 1951, in the 
case of United States versus Phillips and others (civil action numbered 351 in 
the United States Distriet Court for the Northern District of Oklahoma), for 
the Work Projects Administration to participate in certain highway projects in 
the Grand River Dam Reservoir area undertaken by the State Highway Com- 
mission of the State of Oklahoma and necessitated by reason of the construction 
of the Grand River Dam. Such agreement was not fully carried out by the Work 
Projects Administration because of the subsequent participation by the United 
States in World War II and abolishment of the Work Projects Administration: 
Provided, That no part of the amount appropriated in this Act shall be paid or 
delivered to or received by any agent or attorney on account of services rendered 
in connection with this claim, and the same shall be unlawful, any contract to 


64362—55 


























UNIVERSITY OF MICHIGAN LIBRARIES 


2 STATE OF OKLAHOMA 


the contrary notwithstanding. Any person violating the provisions of this Act 
shall be deemed guilty of a misdemeanor and upon conviction thereof shall be 
fined in any sum not exceeding $1,000. 


DEPARTMENT OF COMMERCE, 
Bureau oF Pusuic Roaps, 
Washington 25, May 17, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CELuER: Receipt is acknowledged of your letter dated March 30, 
1950, enclosing copy of H. R. 7867 for the relief of the State of Oklahoma, with 
request for report thereon. 

Section 1 of the bill relates to claims of the State of Oklahoma against the 
United States in the amount of $656,500, allegedly representing unfulfilled 
obligations of the United States by reason of an agreement made by the United 
States under a stipulation filed on February 25, 1941, in the case of the United 
States v. Phillips and others (Civil Action 351, U. 8. District Court, Northern 
District of Oklahoma), which agreement provided in part, for participation by the 
Work Projects Administration in certain highway projects in the Grand River 
Dam reservoir area. The bill states that such agreement was not fully carried 
out by the Work Projects Administration because of World War II and the 
abolishment of the Work Projects Administration. 

The claims referred to in section 1 of the bill are based upon the activities of 
the Work Projects Administration and not the Bureau of Public Roads. While 
the Work Projects Administration no longer is in existence, the records thereof 
are located within the General Services Administration which, we understand, is 
submitting a report to the committee on the bill. 

It should be mentioned, however, that in addition to the projects scheduled for 
participation by the Work Projects Administration, the aforesaid stipulation 
provided also for participation by the Public Roads Administration (now Bureau 
of Public Roads) in certain Federal-aid highway projects. The records of this 
Bureau reflect that the projects listed in the stipulation for participation by the 
Bureau of Public Roads have been carried out in cooperation with the Oklahoma 
State Highway Commission pursuant to established Federal-aid procedures and 
to the extent permitted by law. The Bureau’s records also indicate that sub- 
stantially all of the projects listed in paragraph 3B of the stipulation for participa 
tion by the Work Projects Administration have since been handled as Federal-aid 
highway projects at the request of the Oklahoma State Highway Commission, 
whereby the State has had the benefit of Federal-aid participating funds with re- 
spect to such projects in accordance with regular Federal-aid procedures. _ Irre- 
spective of the provisions of paragraph 3B of the aforementioned stipulation, 
however, the Federal-aid funds which participated in any of the projects listed in 
said paragraph of the stipulation would have been available to the State for any 
other projects meeting eligibility requirements for Federal-aid participation. 

Section 2 of the bill relates to claims for the relocation and reconstruction of 
roads, necessitated by reason of the operation by the United States of the flood- 
control facilities of the Grand River Dam. This section of the bill does not involve 
the Bureau of Public Roads. 

Therefore, the claims which the pending bill proposes to cover do not in any way 
represent obligations arising out of the activities of the Bureau of Publie Roads. 

Very truly yours, 
Tuos. H. MacDonatp, 
Commissioner of Public Roads. 


To the Oklahoma Delegation, 81st Congress: 


The Grand River Dam Authority was created by State law in 1937 as an Okla- 
boma State “governmental agency, body politic, and corporate,” with authority 
to construct a dam (Pensacola Dam) across Grand River in Oklahoma (82 O. 8. 
1941, 861-881, and acts amendatory thereof). Among the purposes of the crea- 
tion of the “‘authority,’’ were the “control, storing, preservation, and distribution 
of the waters of the Grand River and its tributaries for irrigation, power, and other 
useful FE OC (Map of the Grand River Dam area is attached hereto, as 
exhibit A.) 

Because of the fact that Congress had jurisdiction over Grand River—being an 
immediate tributary of a navigable stream—it was necessary for the authority to 
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secure a license from the Federal Power Commission in order to construct the 
project. Said license was obtained July 11, 1939. 

Article 12 of the license required the authority to ‘‘aequire all necessary lands, 
easements, and rights-of-way up to elevation 750 feet.”’ Article 13 authorized 
the utilization by the licensee of storage space in the reservoir below elevation 
745 feet for power production parposes, and reserved the storage capacity between 
elevations 745 feet and 755 feet for the control of fioods (flood-control facilities to 
be under control of Army engineers); and contains the following: 

“* * * Providea, That the licensee shall not. be required to impound any water 
above elevation 750 feet until the United States has acquired the necessary flowage 
rights above that elevation.” 

The United States, acting by and through the Federal Administrator of Public 
Works, made a grant to the authority of $6,562,500, and purchased $11,563,000 
of its bonds (which are payable solely out of the revenues of the project); and said 
money was used to construct the project. 

As the dam neared completion, there remained unsettled a controversy between 
the Grand River Dam Authority and the State highway commission over payment 
of compensation for roads and bridges Which would be flooded by the impounded 
waters upon closing the dam. To prevent the closing of the dam until such time 
as the controversy could be settled, the Governor of Oklahoma declared martial 
law in the dam area and directed the Adjutant General to prevent the closing of 
the dam. On the day following the issuance of the order declaring martial law, 
the Governor likewise directed the filing of a suit in a State district court and a 
tewporary restraining order was issued therein, restraining the authority and the 
contractor from closing the dam. 

The only available source of revenue to pay the interest on and principal of the 
bonds (all owned by the Public Works Adtninistration) was the sale of electric 
energy, Which could not be generated and sold unless the dam was completed and 
the power pool created. 

While said controversy Was pending between the Grand River Dam Authority 

a State agency) and the State highway commission (another State agency) over 

compensation for inundation and relocation of State roads and highways in the 
Grand River Dam area, the United States instituted suit in the District Court 
for the Northern District of Oklahoma against the Governor of Oklahoma, and 
other elective and appointive officers thereof. In said suit (being Civil No. 351 
in said court), the United States did not seek to acquire real estate, flowage 
rights or other easements therein, but sought only to ‘“‘restrain further inter- 
ference with the closing and completion” of the dam—in other words, sought 
only to protect the investment by the Federal Administrator of Public Works of 
$11,563,000 in bonds of the authority. (See U. S. v. Phillips et al. (1940), 33 
Fed. Supp. 261). 

Thereafter, and pursuant to negotiations between the parties, a stipulation 
(attached hereto as exhibit B) was executed and filed in Civil No. 351; terminating 
all then current State and Federal litigation between the parties. 

By the terms and provisions of said stipulation, it was agreed 

(a) That the State would dismiss with prejudice the above-referred-to case filed 
in the State district court; and 

(b) That the Governor of the State of Oklahoma would countermand and 
revoke the executive order theretofore issued declaring marital law in the Grand 
River Dam area; and 

(ce) “The State of Oklahoma and its State highway commission waive, quit- 
claim, and forever renounce any and all claims, charges and demands that the 
State of Oklahoma and its State highway commission now have or may have 
against the Grand River Dam Authority, on account of the overflowing and 
inundation of public lands and public property, and the overflowing, inundation, 
and required relocation of State roads, highways, and bridges in the Grand River 
Dam Reservoir area, occassioned by the operation of said project to an elevation 
of 755 feet above mean sea level at the dam” (stipulation, par. 5). 

Acting in direct consideration of and motivated by the covenants and agree- 
ments ot the State (set out under (a), (b) and (¢) above), the United States, acting 
through the Work Projects Administration, agreed— 

(a) To the extent permitted by law, to participate in certain specified projects 
in the Grand River Dam Reservoir area to an estimated amount of $268,500 
WPA participation (stipulation, par. 3, subpar. B); and 

(b) “In addition to the above, the Works Projects Administration of the 
United States agrees, to the maximum extent permitted by law, to participate in 
projects to be located and constructed at times and places mutually agreeable, to 
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the extent of a total estimated outlay of $438,000” (stipulation, par. 3, subpar. C), 

It should here be noted, that:the State of Oklahoma has fully performed each 
and every part of said stipulation, as it agreed to do. 

The Work Projects Administration was liquidated June 30, 1943. As of that 
date—June 30, 1943—the Work Projects Administration had participated only 
to the extent of approximately $50,000 (of an estimated participation of $268,500) 
in projects set out in par. 3, subpar. B, of the stipulation; and had not participated 
in any sum whatsoever in projects contemplated in subparagraph C of the stipu- 
lation—involving a ‘total estimated outlay of $438,000’’ of Work Projects Ad- 
ministration funds. 

It is reasonable to assume that the Work Projects Administration was liqui- 
dated because the Congress could see no need for its further existence; that is, 
because the Nation was in the midst of World War II. In all candor, it must be 
stated that the State of Oklahoma—being itself engrossed in war activities—had 
not made requests of Works Projects Administration for approval of additional 
projects prior to June 30, 1943; but at the same time, attention is called to the 
fact that no limitation as to time for Work Projects Administration participation 
in the projects contemplated in paragraph 3 of the stipulation, was contained 
therein. 

The State of Oklahoma does not—in the slightest—charge the Government, 
or any of its agencies, with bad faith in failing to carry out its agreements. It 
appears that this is a situation where both parties have entered into a stipulation 
or agreement in good faith, and that certain cireumstances—namely, the advent 
of a world war for survival of our country; and the congressional action to perma- 
nently dispense with WPA—have arisen which have rendered it impossible for 
the Government, under presently existing legislation, to fully perform its part of 
said agreement. Many of the roads and highways in the Grand River Dam area 
have already been destroyed and inundated, with relocation problems duly 
handled—at 100 percent State expense, so far as this agreement is concerned 
and it is therefore impossible to place the parties in the same position they were in 
before the filing of the stipulation; but relief, justifiable and overdue, may be by 
Congress extended by way of an appropriation to compensate the State for 
Federal WPA funds which came not, but which it was entitled to receive, under 
the stated terms of said stipulation. (See work program in Grand River Dam 
area, attached hereto as exhibit C.) 

We most earnestly assert that by the terms of said stipulation—exhibit B 
herein, dated February 21, 1941—the State of Oklahoma, acting in the utmost 
good faith, surrendered certain claims and contentions and accepted the equally 
good faith offer of the United States of America, acting by and through its attor- 
neys, and more especially through Hon. Maxwell H. Elliott, Jr., as counsel for 
and representing—Federal Works Agency, to affirmatively participate without 
reservation in the sums and to the extent of $268,500 and $438,000 respectively, 
of Federal funds in the relocation and reconstruction of Ohlaboma public roads, 
in said area. 

We further assert that but for the intervention of World War II—a few short 
months after the reaching of said agreement and signing of said stipulation—it 
is our belief that the solumn pledges and commitments of the United States 
would have been faithfully and scrupulously fulfilled. But the fact remains that 
up to this time none of said claimed help has been forthcoming. 

Wherefore, premises considered, the State highway commission of the State 
of Oklahoma respectfully petitions and requests the Oklahoma members of the 
8ist Congress to introduce and sponsor the enactment of appropriate legislation 
which has for its purpose the righting of an injustice and rounding out—by full 
performance—the terms of a bona fide agreement between the State of Oklahoma 
and the Federal Government. 

Respectfully submitted. 


State Hicgnoway Commission, State oF OKLAHOMA. 





STATE OF OKLAHOMA, 
Oklahoma County, ss: 

H. E. Bailey, being first duly sworn, upon oath, states that he is director of the 
Department of Highways of the State of Oklahoma; that he has read the above 
and foregoing petition, knows and understands the contents thereof; and that the 
statements therein contained and set out in the exhibits attached thereto, are 
true and correct. 

Subscribed and sworn to before me this — day of Marcb 1950. 

——— —, Notary Public. 
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THE UNITED STATES OF AMERICA v. LEON C. PHILLIP. 


MISSOURI 





Exuisit B 


In THE Unitep States District Court ror THE NORTHERN District oF 


OKLAHOMA 


Civil action No. 351; filed February 25, 1941 


S, individually 
and as Governor of the State of Oklahoma; Mac Q. Williamson, individually and as 


Attorney General of the State of Oklahoma; Louis A. Ledbetter, individually and 
as Adjutant General of the National Guard of the State of Oklahoma; the State 
Highway Commission of Oklahoma, a body corporate; S. H. Singleton, George 
Meacham, and H. E. Bailey, individually and as Members of the State Highway 
Commission; Grand River Dam A uthority, a body corporate authorized and existing 
under the laws of Oklahoma; Ray McNaughton, H. Eichemberger; Earl Ward, 
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R. P. Colley, and M. Duncan, individually and as Directors of the Grand River 
Dam Authority, T. P. Clonts, individually and as General Manager of Grand 
River Dam Authority; W. R. Holway, individually and as Consulting Engineer 
of Grand River Dam Authority; Massman Construction Company, Inc., a corpora- 
tton organized under the laws of Missouri; and The First National Bank of Miami, 
a national banking association organized under the laws of the United States and 
having iis principal place of business in Miami, Oklahoma, individually and as 
trustee under an indenture dated as of April 1, 1938. 


STIPULATION 


Now comes the United States of America; the State of Oklahoma, the Grand 
River Dam Authority of the State of Oklahoma; Leon C. Phillips, individually 
and as Governor of the State of Oklahoma; Mac Q. Williamson, individually and 
as attorney general of the State of Oklahoma; the State Highway Commission of 
the State of Oklahoma, and 8. H. Singleton, George Meacham, and H. E. Bailey, 
individually and as members of the State highway commission; and L. 8. Robson, 
member of the State highway commission, successor to H. E. Bailey who has 
resigned; and stipulate and agree as follows: 

1. The State of Oklahoma, acting by and through Leon C. Phillips, Governor 
of said State; Mac Q. Williamson, attorney general; and the State highway com- 
mission agree to dismiss with prejudice the certain case styled State of Oklahoma, 
ex rel. Leon C. Phillips, Governor of the State of Oklahoma, and the State Highway 
Commission of the State of Oklahoma v. Grand River Dam Authority, Ray McNaugh- 
ton, H. Eichenberger, Earl Ward, R. P. Colley and M. Duncan, as Members oj 
the Board of Directors of the Grand River Dam Authority; T. P. Clonts, General 
Manager of the Grand River Dam Authority; W. R. Holway, Chief Engineer of 
the Grand River Dam Authority; and Massman Construction Company, a corpora- 
tion, No. 15174, in the District Court of Ottawa Cownty, Oklahoma. 

2. Leon C, Phillips, Governor of the State of Oklahoma, agrees to countermand 
and revoke the executive military order declaring martial law, issued by hin 
under date of March 13, 1940. 

3. The Federal Works Agency, acting through the Public Roads Administra- 
tion and the Work Projects Administration, agrees to participate in the construc- 
tion by the State Highway Commission of the State of Oklahoma the following 
highways in the Grand River Dam Reservoir area, on the following basis: 

A. The Public Roads Administration of the United States agrees, to the extent 
permitted by law, to participate on projects as follows: 


Description Type of work Total cost (Federal funds, State funds 


Delaware County: 


U.S. 59, Honey Creek Bridge south | Bridge $120, 400 $63, 595. 28 26, 804. 72 
of Grove. 
State Highway 10, Elk River Bridge ...do 186, 000 98, 245. 20 87, 754. 80 


north of Grove. 
Ottawa County: 


U. 8S. 60, Neosho and Sand Springs |fBridges 224, 000 118, 316, 80 105, 683. 20 
River bridges west of Wyandotte. (Extra cost 7, 500 7, 500. 00 

U. 8. 60 from Wyandotte west to 2 | 3.1 miles grading, 154, 000 | 81, 342. 80 72, 657, 20 
miles west of Twin Bridges. drainage, hand- 


placed riprap 
and gravel sur- 





face. 
Extra cost : 24,700 . 24, 700. 00 
U. 8. 59 bridges becween Afton and | Bridges_. 117, 500 9, 243. 50 8, 256. 50 
Grand River Dam _ Authority | 
Bridge. | 
State Highway 10, Sycamore Creek |-. : 52,000 | 27, 466. 40 24, 533. 60 
Bridge south of W ynadotte Bridge. | | } 
Total regular Federal aid high- 786, 100 398, 209. 98 387, 890.02 
way projects. 
| | 
FEDERAL AID SECONDARY PROJECTS | | 
Ottawa County: F/M Bridges between | Bridges. ___- } 44, 000 23, 240. 00 20, 759. 20 
Miami and Fairland. | 
Total regular Federal aid and |._..........-...-. i 830,100 | 421, 450. 78 408, 649. 22 


Federal aid secondary. | 
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C. In addition to the above the Work Projects Administration of the United 
States agrees, to the maximum extent permitted by law, to participate in projects 
to be located and constructed at times and places mutually agreeable, to the 
extent of a total estimated outlay of $438,000. 

4. The State of Oklahoma and its State highway commission agree to accept 
that certain bridge structure known as the Grove Bridge, heretofore erected by 
the Grand River Dam Authority, to improve the approaches thereto, and to 
maintain the bridge and its approaches as a part of the State highway system of 
the State of Oklahoma. The State of Oklahoma and its State highway commission 
further agree to commence the work specified herein forthwith and to complete the 
same with all practicable dispatch. 

5. The State of Oklahoma and its State highway commission waive, quitclaim, 
and forever renounce any and all claims, charges, and demands that the State 
of Oklahoma and its State highway commission now have or may have against the 
Grand River Dam Authority, on account of the overflowing and inundation of 
public lands and public property, and the overflowing, inundation, and required 
relocation of State roads, highways, and bridges in the Grand River Dam Res- 
ervoir area, occasioned by the operation of said project to an elevation of 755 feet 
above mean sea level at the dam. 

6. The United Staves of America agrees to move to dismiss with prejudice this 
action above-entitled, viz., The United States of America v. Lean C. Phillips et al., 
being Civil Action 351 in this court, said dismissal to be without costs to any 
party thereto. The United States of America does hereby waive and releuse the 
claims and demands set out in paragraph 33 (m) of the complaint in said case. 

7. The Grand River Dam Authority of the State of Oklahoma hereby agrees to 
move to dismiss its cross-petition filed in this case, to wit: United States of America 
v. Leon C. Phillips et al., the same being Civil Action No. 351, in the United 
States District Court for the Northern District of Oklahoma. 

8. The parties hereto agree that the matters herein agreed upon shall be done 
and executed in the following order, to wit: 

(a) The State highway commission will adopt a resolution authorizing execution 
of this stipulation. 

(6) The representatives of the State of Oklahoma and its State highway com- 
mission will execute this stipulation on their part. 

(c) The Governor of Oklahoma will execute the necessary instruments to 
effectuate paragraph 2 of this stipulation. 

(d) Upon delivery of the resolution mentioned in subparagraph (a) and of the 
instruments mentioned in subparagraph (c), the representatives of the United 
States will execute this stipulation on their part. 

(e) The State court action mentioned in paragraph 1 hereof will thereupon be 
dismissed. 

(f) The parties hereto will thereupon file in this court an original counterpart 
hereof, a certified copy of the order of dismissal of the State court action mentioned 
in paragraph 1 hereof, and a certified copy of the instrument mentioned in sub- 
paragraph (c) hereof. 

(g) Grand River Dam Authority will move to dismiss its crosspetition herein. 

(h) The United States of America will thereupon move to dismiss the present 
action. 

Dated this 21st day of February 1941. 

Tue Unrrep States or AMERICA, 
By Freprericn BeRNAYs WIENER, 
Special Assistant to the Attorney General for the Attorney General of the 
United States (except as to the commitment in par. 3 hereof). 
Wuir Y. Mavzy, 
United States Attorney for the Northern District of Oklahoma (except as to 
the commitment in par. 3 hereof). 
FepERAL Works AGENCY, 
By Maxwe.tu H. Etuiorr, Jr., 
Special Assistant General Counsel, Federal Works Agency, for the Federal 
Works Administrator (without reservation). 
[SEAL] State oF OKLAHOMA, 
By Leon C. PuHriuprs, 
Governor of the State of Oklahoma. 
Leon C. PHILLIPS 
As Governor of Oklahoma and Individually. 
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Mac Q. WILLIAMSON, 
As Attorney General of Oklahoma and Individually. 


C. C. Curitpers, 
Secretary of State. 
KATHARINE MANTON, 
Assistant Secretary of State. 
[sear] State Hicguway ComMMIssION oF OKLAHOMA. 

S. H. SINGLETON, 

L. S. Rosson, 

G. A. MEAcHAM, 

As Members of the Commission and Individually. 


Attest: 


Attest: 
O. H. ABERNETHY, : 
Secretary, State Highway Commission. 
_ Granpv River Dam Avrtuoriry, 
By R. L. Davinson, 
General Counsel. 
Mac Q. WILLIAMSON, 
Attorney General of Oklahoma. 
RANDELL 8. Coss, 
First Assistant Attorney General, Oklahoma. 
J. B. Duptey, 
Oklahoma City. 
VILLARD MARTIN, 
Tulsa. 
Garretr LoGaN, 
Tulsa. 
Exarsir C 


At the time the stipulation in Civil No. 351 was filed (February 25, 1941), the 
State of Oklahoma had a bona fide claim against the State agency, the Grand 
River Dam Authority, in the amount of $2,483,192.75 (under the provisions of 
82 Oklahoma Statutes 1941, 862), for actual costs of relocating and recon- 
structing roads and highways, made necessary by construction of the dam. 

At the same time, the State of Oklahoma had a potential (but then unripened) 
claim against the Federal Government in the amount of $314,614; said claim being 
conditioned upon the estimated additional cost of raising the elevations of roads 
and highways above the flood-control pool elevation in order to be above the 
high water—if, as and when the Government should decide to operate the flood- 
control facilities of the project. And no maintenance costs whatsoever are in- 
cluded in either of the claims. 

By said stipulation, the State compromised both of those claims for a formal 
promise of Work Projects Administration participation in the amount of $706,500 
in needed projects in the area; and dismissed, with prejudice, its claim against the 
authority and the Federal Government—said action amounting to a virtual 
surrender of its right to proceed further against them for the full amount of 
damage suffered. 

The following is a complete itemization of all State highway construction and 
reconstruction costs in the Grand River Dam area, expended since the Pensacola 
Dam was built; and a complete itemization of estimated costs of State highway 
construction and reconstruction projects necessary, and yet to be constructed in 
said area. 


ma 
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1. Highway funds expended to date: 
A. Reconstruction and relocation due to Grand River Res- 
ervoir: 
1. U.S. 59, Honey Creek Bridge and approaches... 
2. State Highway 10, Elk River Bridge and ap- 


proaches ; et iee one ; 
3. State Highway 10, Svecamore Creek Bridge and 
approaches ait ara e 
4. U.S. 60, Twin bridges and approaches 
5. U.S. 59, Grove to U.S. 66 
Total eee 


B, 5-foot raise for flood-control pool: 
1. U.S. 59, Honey Creek Bridge and approaches 
2. State Highway 10, Elk River Bridge and ap- 
proaches ; ? 
3. U.S. 59, Grove, northwest 


Total 


C, New construction to serve development: 
1. State Highway 28, Pensacola, southwest 
2. State Highway 28, Pensacola, northeast to 
State Highway 82 
3. State Highway 82, Langley to Spavinaw 
4. State Highway 82, Langley, north to U.S. 66 
5. State Highway 85, Ketchum, west- 
6. State Highway 10, Grove, northeast 
7. State Highway 10, North of Elk River Bridge, 
north 
8. State Highway 25, east of Grove, east to 
Missouri_- 
9. U.S. 60, Fairland, east 
10. F/M Fairland, south 


~ 


Total ‘ , ‘ ‘ic 
2. Estimated cost of additional needed construction: 
A. 5-foot raise for flood control: 1. U. 8S. 60, Twin Bridges 
and Lost Creek 
B. To serve development: 
1. State Highway 28, Adair to State Highway 82, 
surfacing . 
2. State Highway 82, Langleys to U.S. 66, surfac- 
ing __ , . 
3. State Highways 85 and 85—-A, Ketchum, north- 
east, grading and surfacing 
4, State Highway 28, Disney, southeast, grading 
and surfacing - 
State Hishway 25, east of Grove, east, surfac- 
ing we? - 
6. State Highway 10, northeast of Grove, north 
to U.S. 60, surfacing : 
U. 5. 60, Fairland, northeast to State Highway 
10, surfacing Sa 
8. F/M, Fairland, south to U. 8. 59, surfacing 


oh | 
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$470, 556. 57 


610, 360. 76 


328, O89. O1 
597, 558. 15 
476, 628. 26 


2, 483, 192. 75 


37, 204. OO 


57, 460. 00 
63, 200. 00 


1d7, 


914. 00 


106, 137. 53 


82, 230. 6S 
233, 923. 54 
340, 773. 24 

51, 798. 58 
174, 348. 05 


307, SOO. 00 


47, 500, 00 
138, 289, 42 
16, 500. OO 


1, 529, 301, 04 


$156, 700. 00 


600, 000. 00 


37: 


~ 


’ 


000, 00 


650, 000. 00 


600, 000. 00 


210, 000. 00 


443, 000. 00 


642, 200. 00 
150, 000. 00 


3, 670, 200. 00 


“7, 997, 307. 79 
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7. 53 
O. OS 
3. 54 
3. 24 
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&. O05 
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9. 42 
10, OO 


1. O4 
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100, 00 
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84TH CoNGREsS ! HOUSE OF REPRESENTATIVES { Reporr 


1st Session 


No. 933 





CONSIDERATION OF S. 2090 





Jung 27, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the 
following 


REPORT 


[To accompany H. Res. 288] 


The Committee on Rules, having had under consideration House 


Resolution 288, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 


74009°—57 H. Rept., 84-1, vol. 3——79 
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PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 





June 27, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Coopsr, from the Committee on Ways and Means, submitted 
the following 


REPORT 


(To accompany H. R. 6059] 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 6059) to authorize the President of the United States to 
enter into an agreement with the President of the Republic of the 
Philippines to revise the 1946 trade agreement between the United 
States of America and the Republic of the Philippines, having con- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, strike out lines 1 through 22, and insert: 

SEC. 2. REVISED AGREEMENT DEFINED. 

For purposes of this Act, the term “revised agreement’? means the executive 
agreement concerning trade and related matters entered into by the President 
of the United States and the President of the Philippines on July 4, 1946, as 


such executive agreement is revised pursuant to the authority contained in 
section 201 of this Act. 


TITLE II—REVISION OF TRADE AGREEMENT WITH THE REPUBLIC 
OF THE PHILIPPINES 


SEC. 201. AUTHORITY TO REVISE THE 196 AGREEMENT. 


In order to make revisions proposed by the delegations of the Governments 
of the United States of America and of the Republic of the Philippines in the 
“Final Act of Negotiations Relative To Revision of the 1946 Trade Agreement 
Between the United States of America and the Republic of the Philippines” 
signed at Washington, December 15, 1954, as corrected, the President of the 
United States is hereby authorized to enter into an agreement with the President 
of the Philippines revising the executive agreement concerning trade and relsted 
matters entered into by the President of the United States and the President of 
the Philippines on July 4, 1946, so that such executive agreement, as so revised, 
will read as follows: 
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“AGREEMENT BETWEEN THE UNITED STATES OF AMERICA AND 
THE REPUBLIC OF THE PHILIPPINES CONCERNING TRADE AND 
RELATED MATTERS DURING A TRANSITIONAL PERIOD FOLLOW. 
ING THE INSTITUTION OF PHILIPPINE INDEPENDENCE, SIGNED 
AT MANILA ON JULY 4, 1946, AS REVISED 


Page 18, line 13, strike out “approval of this Agreement,” and 
insert: 
entry into force of the revisions of this Agreement authorized by the Congress of 
the United States and the Congress of the Philippines in 1955, 


Page 24, strike out lines 6 through 13, and insert: 


“1. Upon the taking effect of this Agreement, and upon the taking effect of 
the revisions thereof authorized by the Congress of the United States and the 
Congress of the Philippines in 1955, the provisions placing obligations on the 
United States: (a) if in effect as laws of the United States at the time of such 
taking effect, shall continue in effect as laws of the United States during the 
effectiveness of the Agreement; or (b) if not so in effect, shall take effect and 
continue in effect as laws of the United States during the effectiveness of the 
Agreement. 


Beginning on page 25, strike out line 21 and all that follows over to 
and including line 18 on page 26, and insert: 
“2. The revisions of this Agreement authorized by the Congress of the United 


States and the Congress of the Philippines in 1955 shall enter into force on January 
1, 1956. 


“PROTOCOL TO ACCOMPANY THE AGREEMENT BETWEEN THE 
UNITED STATES OF AMERICA AND THE REPUBLIC OF THE 
PHILIPPINES CONCERNING TRADE AND RELATED MATTERS 
DURING A TRANSITIONAL PERIOD FOLLOWING THE INSTITU- 
TION OF PHILIPPINE INDEPENDENCE, SIGNED AT MANILA 
ON JULY 4, 1946, AS REVISED 


“The undersigned duly empowered Plenipotentiaries have agreed to the follow- 
ing Protocol to the Agreement between the United States of America and the 
Republic of the Philippines concerning trade and related matters during a transi- 
tional period following the institution of Philippine Independence, signed at 
Manila on July 4, 1946, as revised, which shall constitute an integral part of the 
Agreement: 


Page 35, strike out lines 21 through 24, and insert: 
SEC. 202. MODIFICATION OF TEXT OF REVISED AGREEMENT. 


The text of the revised agreement which is set forth in section 201 may be 
modified before the agreement authorized by such section is signed, but only— 


Page 36, strike out lines 7 through 13, and insert: 
SEC. 301. PROCLAMATION; EFFECTIVE DATE OF TITLE. 

(a) ProctamMaTion.—If the agreement authorized by section 201 has been 
entered into before January 1, 1956, the President of the United States shall so 
proclaim, and the revised agreement shall be effective in the United States in 
accordance with its terms. 


Page 36, strike out lines 18 through 22, and insert: 
SEC. 302. PHILIPPINE TRADE ACT OF 1946. 

The Philippine Trade Act of 1946 (except section 506 (a) relating to termination 
of payments into Philippine Treasury, and except amendments and repeals made 


by such Act) shall not apply during such time as the revised agreement is in 
effect. 


Page 37, line 20, after “1930,” insert: 
which is inconsistent with this Act or with the revised agreement, 
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Page 38, line 7, after “United States” insert: 
which relate to customs or internal revenue matters 


Page 38, strike out lines 10 through 15, and insert: 
SEC. 308. TECHNICAL AMENDMENT. 

Section 9 of the Act of March 2, 1917, as amended (48 U.S. C., see. 734), is 
hereby amended by inserting after “the Philippine Trade Act of 1946” the follow- 
ing: “or the Philippine Trade Agreement Revision Act of 1955’’. 

Amend the title so as to read: 


A bill relating to revisions of the executive agreement concerning trade and 
related matters entered into by the President of the United States and the Presi- 
dent of the Philippines on July 4, 1946. 


Purpose 


H. R. 6059 would authorize the President of the United States, 
any time before January 1, 1956, to enter into an agreement with 
the President of the Republic of the Philippines for the purpose of 
amending the United States-Philippine agreement of July 4, 1946, 
as amended, on trade and related matters. 


GENERAL STATEMENT 
A. PRINCIPAL FEATURES OF H. R. 6059 


(1) Preferential tariff schedules—Probably the most significant 
change in United States-Philippine trade relations that would occur 
under H. R. 6059 is that the Philippine tariff preferences on United 
States articles would disappear more rapidly, and the United States 
preferences on Philippine articles would disappear less rapidly than 
under the 1946 agreement. 

(2) Elimination of the Philippine exchange tar.—The Republic of 
the Philippines at the present time imposes a tax of 17 percent on all 
sales of foreign exchange. Under the agreement authorized by H. R. 
6059 this exchange tax would be eliminated and a special temporary 
import tax would be substituted therefor which would not exceed 17 
percent and which would be gradually eliminated by January 1, 1966. 

(3) Revision of quota provisions.—The bill would revise the quota 
provisions of the agreement to eliminate quotas that have proved 
unnecessary; to provide for the slower disappearance of duty-free 
tariff quotas on scrap and filler tobacco, cigars, coconut oil, and 
buttons of pear! or sheil; and to provide for the deletion of provisions 
specifying how United States quotas on Philippine products are to be 
allocated among producers in the Philippines. 

(4) Treaty merchant status—The present agreement has no pro- 
vision currently effective relating to the reciprocal entry of traders 
and investors. Under the revised agreement, as contemplated in 
H. R. 6059, the Philippines would be obliged to take the necessary 
legislative and executive actions to enter into an agreement with the 
United States for the reciprocal entry of traders and investors as 
authorized by Public Law 419 of the 83d Congress. 

(5) Reciprocal national treatment for business activities —Under 
H. R. 6059 the 1946 agreement would be amended to provide a clear 
statement of rights of citizens of the United States to engage in busi- 
hesss activities in the Philippines on the same basis as Philippine 
nationals. These rights would be in addition to those guaranteed in 
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the parity article of the 1946 agreement relating to the exploitation of 
natural resources and the operation of public utilities. This revision 
would also provide for the extension of like treatment to Philippine 
citizens to engage in business activities in the United States. 


B. BACKGROUND OF THE LEGISLATION 


The relationship between the United States and the Republic of the 
Philippines is unique. Until 1946, the United States had never had 
the experience of granting independence to a part of its territory. 
There was no precedent to indicate exactly how the problems of the 
new relationship that was to exist between the United States and the 
Republic of the Philippines could best be met. In this situation the 
Congress of the United States enacted the Philippine Trade Act of 
1946 (Public Law 371, 79th Cong.; 60 Stat. 143) authorizing the 
President of the United States to enter into an agreement. The re- 
sulting agreement was signed at Manila on July 4, 1946, and estab- 
lished the basic economic relationships between the two countries at 
the time the Philippines became an independent nation. 

Since that time, the people of the Philippines have worked patriot- 
ically and diligently in seeking their rightful place among the nations 
of the free world. In the intervening years the Republic of the Philip- 
pines has progressed from a nation that had sustained the full impact 
of the economic and physical ravages of World War II to a nation that 
has become a citadel of democratic strength in the Far East. 

On March 7, 1953, the President of the Philippines requested revi- 
sion of the 1946 agreement as being vital to the economic stability 
of his country and to the permanent trade relations between the 
United States and the Republic of the Philippines. In his reply, 
dated March 16, 1953, the President of the United States expressed 
the willingness of our Government to give prompt and sympathetic 
consideration to any specific proposal for revision of the agreement 
that the Philippines might advance. 

To provide the necessary time for the negotiation of a possible 
revision with the Philippine Government while the reciprocal free- 
trade arrangement provided for in the 1946 agreement was still in 
effect, Public Law 474 of the 83d Congress was passed, authorizing 
the extension on a reciprocal basis of the period of free entry of 
Philippine articles into the United States from July 3, 1954, to De- 
cember 31, 1955, and such period of continued free trade was pro- 
claimed by the President on July 10, 1954. 

Negotiations for the purpose of revision of the 1946 trade agree- 
ment began in Washington on September 20, 1954, between a United 
States delegation and a Philippine economic mission appointed for 
that purpose. On December 15, 1954, the chairmen of the two dele- 
gations signed a final act of negotiations pursuant to which each 
delegation agreed to recommend the proposed revisions contained 
therein to their respective governments for consideration. 

The President of the United States, in a message to the Congress of 
May 5, 1955, recommended the adoption of the proposed amendments 
to the 1946 agreement. In his message to the Congress the President 
stated in part as follows: 


* * * T believe that the revision, as propoeed in the final act of negotiations, 
would be beneficial to both the United States and the Philippines and woul 


contribute materially to the improvement of the already friendly political and 
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economic relations between them. I earnestly urge, therefore, that appropriate 
legislation be enacted at this session of the Congress to permit revision of the 1946 
agreement in accordance with the recommendations contained in the final act. 


C. DISCUSSION OF PROPOSED CHANGES IN THE 1946 AGREEMENT 


Section 202 of your committee’s bill, as amended, sets forth the 
exact form and text of the revised agreement which would be 
authorized under H. R. 6059. The significant changes in the 1946 
agreement are as follows: 

(1) Yariff preferences —Under the terms of the original 1946 agree- 
ment, reciprocal free trade (subject to quota restrictions on a few 
United States imports of Philippine articles) would have continued 
between the two countries from July 4, 1946, through July 3, 1954. 
From July 4, 1954, to December 31, 1954, 5 percent of the lowest 
Philippine rates of duty applicable to imports of like articles from any 
other country would have applied to imports of United States articles; 
and 5 percent of the lowest United States rates of duty applicable to 
imports of like articles from any other country would have applied to 
imports of most Philippine articles. The rates of duty applicable to 
imports of each country from the other in each calendar year there- 
after were to be increased by an additional 5 percent of the lowest 
duties applicable to imports of like articles from any other source. 

Under this schedule as originally provided in the 1946 agreement, 
the cumulative totals were to reach 100 percent of the base rates on 
January 1, 1973, at which level they were to remain through July 3, 
1974, which is the expiration date of the agreement. 

Public Law 474 of the 83d Congress provided for the elimination 
on a reciprocal basis of the first two steps in the statutory formula for 
the progressive increases in tariff rates with the result that the duty- 
free period has been extended through December 31, 1955. This 
action was taken at the request of the Philippine Government. 
Therefore, under present law, Philippine articles would first become 
dutiable on January 1, 1956, at 15 percent of the lowest United States 
duty with cumulative 5-percent increments annually thereafter. 

The revised tariff preferences that would be provided under your 
committee’s bill would result in decelerating the schedule for increasing 
United States rates of duty on imports of most Philippine articles in 
the years immediately ahead and would be accelerated in later years, 
as compared with the schedule provided in the 1946 agreement. These 
changes are set forth in the following table: 
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TaB.e I 
Percentages of tariff rates that would apply— 
Under existing Under H. R, 6059—- 
legislation to 
Period United States 
proche hd bes To United States} To Philippine 
to Philippine im- imports of imports of 
oaxrts cy United Philippine United States 

States articles articles ! articles 

Percent Percent Percent 
OG iia irediteale aaa tacts 15 5 y 
» PRR EBS AAS. 20 5 25 
1958 25 5 2 
Ws thidias es ei aincs Bintan cn dankasagwcithiibcipialaasdaiatmabadmieas 30 10 SO 
BU ca deeddbucidbidhadinaslc 35 10 50 
) ES ae EE RS Be SER se ee * 40 10 50 
) , SES SRR ST SRE A igo ES! 45 2 75 
ON a i a te Se i 5 pi) 75 
RRS RR RTT NS PRE ELS es ie PSTN, 55 2 75 
WOU Ad jul bbb nccbbtbndoners ad 60 40 90 
Wii il cc aksatda tein ha dghnambambasaaebueke 65 40 90 
BRR aOR EES 8 Ca RUE ie ERE 70 49 9 
WONG och cc sd, died ccduliucdnboddhddaeel 75 60 90 
RENE A SE SPE ea EAP Sale laek 80 0 9 
| ng, Fe REA EFA ED Ft SRE BS IE RT ee 85 60 ny 
p | , WARS SRR ET HRS a ee ieee 5 90 80 9 
pM RL eh A SR EER Ea A 95 80 0 
US154. dbddumoghicebdbhtesosbbbediunanbikduadeled 100 80 w® 
Tf eae SRN 100 100 100 














1 The United States rates here reforred to are the rates applicable to imports of like articles from the foreign 
eountry that is entitled to the lowest rates. On many articles Cuba ts entitied to preferential tariff treatment 
by the United States, and on some articles imported from the Philippines the preferential rates applicable 
to like articles (rom Cuba are the rates to which the percentages shown above relate. 


As indicated in the foregoing table, under the 1946 agreement, as 
amended, 55 percent of the tariff preferences accorded by both the 
United States and the Philippines would be eliminated by 1964, 
whereas, under H. R. 6059, 20 percent of the tariff preferences ac- 
corded by the United States on imports of Philippine articles and 75 
percent of the tariff preferences accorded by the Philippines on im- 
ert of United States articles would be eliminated by that year. 

nder H. R. 6059 the elimination of the final 80 percent of the tariff 
preferences accorded imports of Philippine articles into the United 
States would occur in the last 9% years of the transition period which 
is to end July 3, 1974. 

(2) Import quotas —Under the 1946 agreement, declining duty- 
free import quotas are provided with respect to Philippine cigars, 
filler and scrap tobacco, coconut oil, and pearl or shell buttons. In 
addition, United States imports of Philippine sugar, cordage, and 
rice are subject not only to absolute quotas but also will be subject 
to progressively increasing import duties beginning January 1, 1956. 
The proposed changes authorized by your committee’s bill would 
provide for the elimination of United States absolute quotas upon 
imports of Philippine rice, tobacco, cigars, coconut oil, and buttons 
of pear! or shell. Under the bill the provisions in the present agree- 
ment which specify how the United States quotas on Philippine prod- 
ucts are to be allocated among Philippine producers would be deleted. 

Under H. R. 6059 the schedule of declining duty-free quotas appli- 
cable to United States imports of Philippine cigars, filler and scrap 
tobacco, coconut oil, and buttons of pearl or shell follows the same 
pattern as the schedule of increases in United States duties applicable 
to other United States imports from the Philippines. As a result, the 


i in i ai ee 


| a’ a. ae ee ae a ee ee 








foreign 
atment 
nlicable 


it, as 
1 the 
1964, 
S ac- 
id 75 
1 im- 
year. 
tariff 
nited 
which 


duty- 
‘igars, 
3. In 
, and 
ubject 
1956. 
would 
upon 
uttons 
— 
> prod- 
eleted. 
appli- 
| scrap 
2 same 
licable 


ilt, the 





PHILIPPINE TRADE AGREEMENT REVISION ACT OF 1955 7 


quantity of each of the aforementioned four categories of Philippine 
articles that are entitled to duty-free entry is reduced by the same 
rogression as is set forth in the third column of the preceding table I. 
he base quantities of these articles on which the annual duty-free 
quotas are calculated are the same under H. R. 6059 as in the 1946 
agreement; Viz: 


TaBLeE II.—Schedule of tariff quotas 





Item Classes of articles Amounts 





A | Cigars (exclusive of cigarettes, cheroots of all kinds, and paper cigars and | 200,000,000 cigars, 

cigarettes, including wrappers). 

Scrap tobacco, and stemmed and unstemmed filler tobacco described in par. | 6,500,000 pounds, 
602, of the Tariff Act of 1930 of the United States, as amended, which is set 
forth as annex III to this agreement. 

©) SRE RTS SO NTE EAE OTIS LSE AN LAS LS ONE 290,000 long tons, 

DF -Duttors Of Pealt OF: GO. kc n scwcd ccnctccincanewbcsesedes otee 850,000 gross. 

















The requirement in the 1946 agreement, that any Philippine 
article entered or withdrawn from warehouse in excess of the duty-free 
quota mentioned above shall be subject to 100 percent of the appli- 
cable United States duty, would be continued under H. R. 6059. 

The more liberal duty-free quotas under H. R. 6059 would be of no 
immediate significance except for buttons of pearl or shell. Your 
committee has been advised that in recent years imports of none of the 
other three categories of articles subject to declining duty-free quotas 
have amounted to more than a small part of the respective amounts 
entitled to duty-free entry. 

H. R. 6059 would retain the present absolute quotas on sugar and 
cordage. ‘The quota on rice would be eliminated. All other articles 
which are subject to absolute quotas under the 1946 agreement would 
become subject to tariff quotas as described above. Your committee 
is advised that a quota on rice is no longer necessary in view of the fact 
that. the Philippines has become a rice importer. 

The 1946 agreement granted only to the United States the specific 
authority to apply discriminatory quantitative restrictions on imports 
not already subject to them under the agreement. However, the 
agreement did not specifically forbid the application of such quota 
restrictions by the Philippines. H.R. 6659 would make the authority 
to apply such restrictions reciprocal but in order to establish any new 
restrictions of this sort it is required (1) that the imports of an article 
must be such as to cause or threaten serious injury to domestic pro- 
ducers of the article, or (2) that the imposition of a quota is neces- 
sary to forestall the imminent threat of or to stop a serious decline 
i monetary reserves. 

The revision authorized by H. R. 6059 would provide for prior 
notification and the right of consultation regarding the establish- 
ment of discriminatory import quotas, and would afford a basis for 
consultation in the case of nondiscriminatory import and export 
restrictions and prohibitions to the extent that the two parties find 
such consultation practicable. 

(3) Substitution of a temporary import tax for exchange tax.—At the 
present time the Philippines imposes a 17 percent tax on all sales of 
foreign exchange. This exchange tax is applicable to transfers of 
earnings and capital as well as to payments for imports. The ex- 
change tax was established with the express consent of the President 
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of the United States pursuant to the provisions of the 1946 agreement 
which forbids the Philippines to change the value of its currency or 
to impose controls on transfers of funds to the United States without 
such consent. The proposed revision of the agreement as embodied 
in H. R. 6059 would discontinue this requirement of consent. How- 
ever, the Republic of the Philippines has become a member of the 
International Monetary Fund and as such is subject to the restric- 
tions on the imposition of exchange controls which the articles of the 
fund prescribe. 

In lieu of the present tax on the sale of foreign exchange, H. R. 6059 
would provide for the Philippines to impose a temporary special 
import tax on a nondiscriminatory basis on any article or product 
imported or brought into the Philippines. It is provided further that 
the initial tax shall be at a rate no higher than the present rate of the 
foreign exchange tax and that the tax shall be progressively reduced 
at a rate no less rapid than 10 percent per annum. This schedule of 
elimination of the import levy may be varied only to the extent that 
the Philippine Government may determine, after consultation with 
the United States Government, that a higher rate is necessary to 
maintain the level of revenues from the importation of United States 
goods for a particular year at the same level of revenues derived from 
the exchange tax on such goods during the calendar year 1955. 

The immediate removal of the exchange tax on “‘invisibles’’ would 
be a stimulant to the investment of American capital in the Philippines. 

(4) Parity provision —The parity provision of the 1946 agreement 
requires the Philippines to accord to United States citizens and United 
States business enterprises the same rights and privileges that it 
extends to Philippine interests in the exploitation of natural resources 
and the operation of public utilities. The 1946 agreement granted 
no corresponding rights or privileges to Philippine nationals and 
Philippine enterprises in the United States. Your committee’s bill 
would amend the existing agreement to provide for the mutualization 
of national treatment in the development of natural resources and 
the operation of public utilities. Under H. R. 6059 the rights of 
United States interests in all other fields of business activity would be 
clarified and extended and each country would extend national treat- 
ment to the citizens of the other and to their business enterprises, 
subject to reservations on account of provisions in the constitutions 
and laws of the various States of the United States. The agreement, 
if amended, as provided in H. R. 6059, would also require the Philip- 
pines to enact legislation designed to facilitate the entry and residence 
of United States traders and investors. 

(5) Miscellaneous amendments to the 1946 agreement.—In addition 
to the changes to the 1946 agreement which have been discussed above, 
your committee’s bill would also provide for mutual national security 
exceptions to the trade agreement such as the United States has 
customarily included in international agreements to which it is a party; 
the elimination of the prohibition against imposition of export taxes; 
provision for consultation at least 3 years before expiration of the 
agreement to consider problems anticipated in connection with its 
termination; and clarification of the definition of United States and 
pyr: articles for preferential tariff purposes to include articles 
of each country imported via third countries. 

(6) Effective perrod of the agreement.—The amendments contem- 
plated by your committee’s bill to the 1946 United States-Philippine 
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agreement would enter into force on January 1, 1956, and would 
remain in effect through July 3, 1974, unless terminated earlier. The 
agreement could be terminated by either the United States or the 
Philippines at any time, upon not less than 5 years’ written notice. 
If the President of either country should determine and proclaim 
that the other country had nullified or impaired any right or obliga- 
tion provided for in the agreement, then the agreement could be 
terminated upen:not less than 6 months’ written notice. 


D. YOUR COMMITTER’S AMENDMENTS 


For the most part, the amendments to H. R. 6059 which have been 
approved by your committee are intended to make it clear that the 
effect of your committee’s bill is merely to amend the 1946 agreement 
so that the period of the agreement will be a continuing one beginning 
on July 4, 1946, and terminating on July 3, 1974. This clarification 
eliminates any doubt that the Philippine constitutional amendment 
required by the parity provision of the 1946 agreement will continue 
in force. 

In addition to these amendments your committee has also adopted 
an amendment which would modify the present prohibition against 
entering into a trade agreement with the Philippines under section 350, 
as amended, of the Tariff Act of 1930, so that the prohibition would 
be applicable only to a trade agreement which is inconsistent with the 
revised agreement. 


E. NEED FOR THE LEGISLATION 


Your committee has given careful consideration to the problem of 
United States-Philippine trade relations in public hearings and in 
executive session. The proposed changes to the 1946 agreement 
embodied in H. R. 6059 have been thoroughly evaluated by the 
Committee on Ways and Means in the light of what is in the best in- 
terest of the United States. Your committee is of the opinion that 
the enactment of H. R. 6059 is desirable. 

It is acknowledged that the concessions which would be granted by 
the United States under this bill cannot be justified on a purely 
economic basis. Your committee is of the opinion that there are 
considerations that transcend the economic factors which justify the 
ononten of these important amendments to the Philippine Trade Act 
of 1946. 

The historic friendship of the people of the United States and the 
people of the Republic of the Philippines is a powerful influence for 
peace and stability in the world today. The Philippine Republic has 
assumed a position of leadership in the Far East as a spokesman for 
the nations of the free world. Your committee was advised that, 
even though the proposed revision of the 1946 agreement had not 
yet been approved, the negotiation of the proposed modifications has 
already strengthened the friendly and cooperative ties between the 
two nations. It is not to be forgotten that in recent months the 
Philippine Government has repeatedly taken a courageous stand with 
the United States in the establishment and support of American 
policies in the Far East against further Communist encroachment. 
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With respect to the economic considerations involved in H. R, 
6059, it should be remembered that, just as in our early history, the 
Philippines as an underdeveloped country is more dependent upon 
tariff revenues for the support of its Government than are more 
industrialized nations. 

It is expected that the proposed changes to the United States- 
Philippine agreement that would be effected under H. R. 6059 would 
aid the Philippines in creating a more balanced economy. 

It is your committee’s view that this agreement must be considered 
not by itself but in the larger context of conditions in the Far East. 

It is important to our own national interest that the economic 
position of the Philippine Republic be strengthened. For these 
reasons, your committee believes that the proposed changes to the 
existing agreement, relatively more advantageous to the Philippines 
as they may be, are ‘ustified and should be supported. 

The Departments of State, Treasury, Defense, Agriculture, Com- 
merce, and Interior support the enactment of this legislation, 


ANALYsIs OF CHANGES BY AGREEMENT ARTICLES 


The significant revisions of the 1946 agreement authorized in H. R. 
6059 are set forth in the following paragraphs in the sequence of the 
articles and protocol of the negotiated revised agreement: 


Article I 

The original schedule for the reciprocal payment of customs duties 
at reduced rates, specified payment for articles of both countries at 
15 percent of the lowest rate applicable to any other country in 1956, 
and an additional 5 percent éach year until 100 percent of such rate 
was reached at the beginning of 1973. The revision provides for 2 
schedules, 1 for each country, and the rates are substantially modified. 
Philippine articles entering the United States under the revised sched- 
ule would pay 5 percent of the lowest United States duties applicable 
to any other country from 1956 to 1958, 10 percent from 1959 to 1961, 
20 percent from 1962 to 1964, 40 percent from 1965 to 1967, 60 per- 
cent from 1968 to 1970, 80 percent from 1971 to 1973, and 100 percent 
thereafter to the end of the agreement. United States articles enter- 
ing the Philippines under the revised schedule would pay 25 percent 
of Philippine duties applicable to any other country from 1956 to 1958, 
50 percent from 1959 to 1961, 75 percent from 1962 to 1964, 90 per- 
cent from 1965 to 1973, and 100 percent thereafter to the end of the 
agreement. 

The Philippines undertakes to eliminate the present 17 percent tax 
on sales of foreign exchange and to replace this tax with a temporary 
special import levy, at a rate no higher than the exchange tax, exempt 
from the preferences applicable to United States articles, which levy 
will be progressively reduced at the rate of not less than 10 percent 
per year, beginning in the calendar year 1957. Provisions are included 
for the suspension of this schedule of reduction in the event Philippine 
revenues in any calendar year from tariffs on United States articles 
and from the temporary special import levy on United States articles 
fall below the proceeds of the foreign exchange tax on payments for 
United States articles in the calendar year 1955. 
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Article II 


The revisions of this article eliminate the present absolute quotas 
on the entry of rice, Philippine cigars, scrap and filler tobacco, coconut 
oil, and buttons into the United States. The existing absolute quotas 
on sugar and cordage are continued unchanged, but with a provision 
that the quota on sugar shall be without prejudice to any increases 
which the United States Congress might allocate to the Philippines 
in the future. A slower schedule is provided for the progressive 
decrease of the duty-free quotas on cigars, scrap and filler tobacco, 
coconut oil, and buttons. The provisions specifying how the alloca- 
tion in the Philippines of United States quotas on Philippine products 
is to be made is eliminated. 

The recommendation for removal of the absolute quotas on cigars, 
tobacco, coconut oil and buttons is based on the fact that these 
discriminatory quotas are unnecessary for the purpose of protecting 
domestic industry since the United States retains the right under 
article III to impose such quotas where there is injury or threat to a 
domestic industry. The new provision regarding sugar implies no 
commitment regarding a possible increase in the United States sugar 
quota for the Philippines. 


Article IIT 


Article III of the revision concerns the use by each country of 
quantitative export and import restrictions affecting the other. 

The sole content of article III before revision was a unilateral 
provision limiting the right of the United States to apply new dis- 
criminatory import quotas on Philippine articles, except under 
specified conditions. The Philippines requested the elimination of 
this article so that there would be equality in this field. Equality 
has been achieved through making all provisions of the revised article 
reciprocal. 

The first paragraph lays down a general rule of most-favored-nation 
treatment in the application of restrictions and prohibitions on imports 
and exports. 

The second paragraph permits the application of discriminatory 
import quotas in addition to those provided for in Article I], where 
serious injury to domestic producers results from the tariff preferences 
provided in the agreement or where there is danger of depletion of 
monetary reserves. It prescribes the extent to which such discrimina- 
tory import quotas for protective reasons may be established, it pro- 
vides protection for the importation of goods in minimum commercial 
quantities, and it requires the discontinuance of discriminatory 
quotas when the conditions justifying their establishment no longer 
exist. 

The third paragraph requires prior notification and the right of 
consultation regarding the establishment of discriminatory import 
quotas, and lays a basis for consultation in the case of nondiscrimina- 
tory import and export restrictions and prohibitions to the extent that 
the two parties find such consultation practicable. 


Article IV 
The only revision in this article is the deletion of the paragraph 


prohibiting the imposition of an export tax by either country upon 
products which it exports to the other. 
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Article V 


Article V of the agreement before revision was a currency and 
exchange bes requiring the Philippines to get the agreement of 
the President of the United States before it could change the value 
of its currency or impose controls on the transfer of funds to the 
United States. This provision is eliminated entirely. 

Revised article V is a commitment by the Philippines to take the 
necessary legislative and executive actions, prior to or at the time 
of the entry into effect of the present revision of the trade agreement, 
to enter into an agreement with the United States for the reciprocal 
entry of traders and investors, as authorized by Public Law 419 
of the 83d Congress. 

At the present time there is no agreement between the two countries 
on this subject since the immigration provisions of Article VI of the 
Trade Agreement have expired. 

Article VJ 

Article VI in the agreement before revision related to immigration, 
and its provisions have expired. This subject is now treated in 
article V of the revised agreement. Article VII of the agreement 
before revision, relating to ‘“parity,’’ becomes article VI in the revised 
agreement. 

The parity article, before revision, granted to American citizens 
in the Philippines equal rights with Filipinos in the development of 
natural resources and the operation of public utilities in the Philip- 
pines and in it the Philippines undertook to and did amend its Con- 
stitution to give effect to this commitment. 

The revision gives to Filipinos the same rights in the United States 
with respect to the development of natural resources and the operation 
of public utilities that Americans enjoy in the Philippines, subject to 
the reservations, also mutual, which the United States must make 
concerning existing Federal legislation and the constitutional rights 
of the States. Mutualization with respect to the rights of the States is 
accomplished by making parity rights in the Philippines hence/orth 
applicable only to citizens of States which grant the same rights to 
Filipinos. The rights of American citizens who were engaged in the 
development of natural resources or the operation of public utilities 
in the Philippines prior to entry into effect of this revision are pro- 
tected, regardless of their citizenship in States which do not grant 
similar rights to Filipinos, except that such rights may be withdrawn 
from them if the States of which they are citizens withdraw similar 
rights from Filipinos who had been previously enjoying them. 
Article VII 

Article VII of the revised agreement is a new provision for reciprocal 
national treatment for the citizens and enterprises of each with 
respect to engaging in business activities, subject to the reservation 
of the constitutions and laws of the States of the United States and 
the mutualization of these reservations. 

The 1946 agreement before revision contained no clear statement 
of rights of Americans to engage in business enterprises in the Philip- 
pines other than those referred to in the parity article, but there was 
a unilateral penalty provision (par. 4 of art. X), whereby the President 
of the United States could suspend the agreement in whole or in part 
if the Philippines discriminated in any way against Americans oF 
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American companies. The revision obtains for Americans clear and 

sek assurances regarding their rights to engage in business in the 
hilippines. 

Article VIII 


The substance of article VIII is transferred to article IX of the 
revised agreement and a new provision is inserted as article VIII 
containing security exceptions for which there was previously no 
provision. These exceptions are of the usual type included in inter- 
national agreements to which the United States is a party. 


Article 1X 


This article as revised contains the amended substance of article 
VIII of the unrevised text. The provisions for the allocation of 
United States quotas on Philippine products is eliminated, as in 
article I]. Also eliminated are the provisions relating to Philippine 
cooperation with the Philippine War Damage Commission, since that 
body no longer exists. There remain only the general provisions with 
respect to implementation by the two parties of the agreement. 


Article X 


The subject of article [X is transferred to article X and revised to 
provide for a consultation not later than July 1, 1971, on joint prob- 
lems that may arise as a result or in anticipation of the termination 
of the agreement. This revision insures that at a reasonable length 
of time before the expiration of the agreement the two parties will 
meet to consider what the situation will be after expiration. 


Article XI 
The substance of article X of the agreement before revision, with 
respect to termination, is transferred unchanged to article XI. The 
rovisions relating to entry into effect of the original 1946 agreement, 
1aving long since been executed, are eliminated, and a new paragraph 
providing for entry into force of the revisions on January 1, 1956, 
has been added. The provision for nondiscriminatory treatment of 
American citizens and firms is deleted since its purpose has been put 
into positive reciprocal undertakings in article VIL. 
Protocol 


The only change in the protocol, which contains little except defi- 
nitions of terms, is the addition of a statement to the definitions of 
“United States article” and ‘Philippine article” to the effect that 
these articles do not lose their status as such by reason of being im- 
ported from a country other than the Philippines or the United States, 
or from an insular possession of the United States, or by way of or 
via such a country or insular possession. 

Your committee urges the enactment of H. R. 6059, as amended. 


Text or 1946 PainippiIne AGREEMENT SHOWING Proposep CHANGES 


For the information of the Members of the House, changes in the 
1946: Philippine Trade Agreement are shown as follows (existing 
provisions to be omitted are enclosed in black brackets, new matter 
is printed in italic, existing provisions in which no change is proposed 
are shown in roman): 
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AGREEMENT BETWEEN THE UNITED STATES OF AMER- 
ICA AND THE REPUBLIC OF THE PHILIPPINES CON. 
CERNING TRADE AND RELATED MATTERS DURING A 
TRANSITIONAL PERIOD FOLLOWING THE INSTITU- 
TION OF PHILIPPINE INDEPENDENCE, SIGNED AT 
MANILA ON JULY 4, 1946, AS REVISED 


Provisions of existing Agreement in which no change is proposed are shown in 
Roman; existing provisions proposed to be omitted are enclosed in brackets; 
new matter is shown in italics 


The President of the United States of America and the President 
of the Republic of the Philippines, [recalling] mindful of the close 
economic ties between the people of the United States and the people 
of the Philippines during many years of intimate political relations, 
[mindful of the great physical destruction and social disturbances 
suffered by the Philippines as a result of their valiant support of the 
cause of the United Nations in the war against Japan,] and desiring 
to enter into an agreement [accepting on the part of each country 
the provisions of Title II and Title LI (except Part 1) of the 
Philippine Trade Act of 1946 of the United States of America,] 
in keeping with their long friendship, which will be mutually beneficial 
to the two peoples and will strengthen the economy of the Philippines 
so as to enable that Republic to contribute more effectively to the peace 
and prosperity of the : world, have agreed to the following Articles: 


Artic.e I 


[1. During the period from the date of the entry into force of this 
Agreement to July 3, 1954, both dates inclusive, United States articles 
as defined in Subparagraph (e) of Paragraph 1 of the Protocol to 
this Agreement entered, or withdrawn from warehouse, in the Philip- 
pines for consumption, and Philippine articles as defined in Subpara- 
graph (f) of Paragraph 1 of the Protocol entered, or withdrawn 
from warehouse, in the United States for consumption, shall be 
admitted into the Philippines and the United States, respectively, 
free of ordinary customs duty. 

[2. The ordinary customs duty to be collected on United States 
articles as defined in Subparagraph (e) of Paragraph 1 of the Proto- 
col, which during the following portions of the period from July 4, 
1954, to July 3, 1974, both dates inclusive, are entered, or withdrawn 
from warehouse, in the Philippines for consumption, and on Philip- 
pine articles as defined in Subparagraph (f) of Paragraph 1 of the 

rotocol, other than those specified in Items D to G, both inclusive, 
of the Schedule to Article II, which during such portions of such 
period are entered, or withdrawn from warehouse, in the United States 
for consumption, shall he determined by applying the following per- 
centages of the Philippine duty as defined in Subparagraph (h) of 
Paragraph 1 of the Protocol, and of the United States duty as defined 
in Subparagraph (g) of Paragraph 1 of the Protocol, respectively: 

[(a) During the period from July 4, 1954, to December 31, 
1954, both dates inclusive, five per centum. 
[(b) During the calendar year 1955, ten per centum. 
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E(c) During each calendar year after the calendar year 1955 
until and including the calendar year 1972, a percentage equal to 
the percentage for the preceding calendar year increased by five 
percentum of the Philippine duty and the United States duty, 
respectively, as so defined. 

re) During the period from January 1, 1973, to July 3, 1974, 
both dates inclusive, one hundred per centum.] 


1. The ordinary customs duty to be collected on United States arti- 
cles as defined in Subparagraph (e) of Paragraph 1 of the Protocol, 
which during the following portions of the period from January 1, 
1956, to July 3, 1974, both dates inclusive, are entered, or withdrawn 
from warehouse, in the Philippines for consumption, shall be deter- 
mined by applying the following percentages of the Philippine duty 
as defined in Subparagraph (h) of Paragraph 1 of the Protocol: 

(a) During the period from January 1, 1956, to December 31, 
1958, both dates inclusive, twenty-five per centum. 

(b) During the period from January 1, 1959, to December 31, 
1961, both dates inclusive, fifty per centum. 

(c) During the period from January 1, 1962, to December 31, 
1964, both dates inclusive, seventy-five per centum. 

(d) During the period from January 1, 1965, to December 31, 
1973, both dates inclusive, ninety per centum. 

(e) During the period from January 1, 1974, to July 3, 1974, 
both dates inclusive, one hundred per centum. 

2. The ordinary customs duty to be collected on Philippine articles 
as defined in Subparagraph (f) of Paragraph 1 of the Protocol, other 
than those specified in the Schedule to Paragraph 2 of Article 11, 
which during such portions of such period are entered, or withdrawn 
from warehouse, in the United States for consumption, shall be deter- 
mined by applying the following percentages of the United States 
duty as defined in Subparagraph (g) of Paragraph 1 of the Protocol: 

(a) During the period from January 1, 1956, to December 31, 
1958, both dates inclusive, five per centum. 

(6) During the period from January 1, 1959, to December 31, 
1961, both dates inclusive, ten per centum. 

(c) During the period from January 1, 1962, to December 31, 
1964, both dates inclusive, twenty per centum. 

(d) During the period from January 1, 1965, to December 31, 
1967, both dates inclusive, forty per centum. 

(e) During the period from January 1, 1968, to December 31, 
1970, both dates inclusive, sixty per centum. 

(f) During the period from January 1, 1971, to December 31, 
1973, both dates inclusive, eighty per centum. 

(7) During the period from January 1, 1974, to July 3, 1974, 
both dates inclusive, one hundred per centum. 

Note: The following table shows the tariff preferences under the existing 
agreement and under the proposed amended agreement for Philippine articles 
(other than certain tobacco products, coconut oil, and buttons of pearl or shell) 


imported into the United States and for United States articles imported into 
the Philippines. 


74009°—57 H. Rept., 84-1, vol. 380 
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Table of Tariff Preferences Under Original Agreement and Under 








Proposed Amended Agreement 
Py Proposed Amended Agreement 
use Percentage of Percentage of duty— 


duty to be col- 
lected by both 
the United 





to be collected 
by United States 





to be collected 
by Philippines 





States and the aAdeiant . 
Sick SGen asides on Philippine jon United States 
Philippines articles— | articles— 
January 2, 1947-July 3, 1954__...... POON china clown’ Jka ee bed | Raich cuawke 


July 4, 1954-December 31, 1954_...-- 





5 percent__- 








Calendar year 1055... oo 5.552 scsucc FEE SOON ci accpes ka ab abe NSU we 
Calendar year 1956_................ 15 percent__| 5 percent___| 25 percent. 
Calendar year 1957................- 20 percent_.| 5 percent__.}| 25 percent. 
Calendar year 1958_.........--...-- 25 percent__| 5 percent...| 25 percent. 
Calendar year 1959_.........-...-.- 30 percent.._| 10 percent__| 50 percent 
Calendar year 1960................. 35 percent_._| 10 percent__| 50 percent. 
Calendar year 396): . ..5.2. cn cceen 40 percent__}| 10 percent_.| 50 percent. 
Calendar year 19622000... 60225.) 45 percent__} 20 percent__| 75 percent. 
Calendar year 1963_--.........-.... 50 pereent__} 20 percent_.| 75 percent. 
Calendar year 1964_.........-....-- 55 percent__| 20 percent._| 75 percent. 
Calendar year 1965... ....-.2..<a- 60 percent._| 40 pereent._| 90 percent 
Calondar year. 1906... = 5 cos 65 percent__| 40 percent_.| 90 percent 
Calendar yesr 10672. 2. 2c See 70 percent__| 40 percent_.| 90 percent. 
Calendar year 1968......-.......... 75 percent__} 60 percent._| 90 percent. 
Calendar year 1969_...........-...- | 80 percent_.| 60 pereent._| 90 percent. 
Calendar year 1970...=............. 85 percent__| 60 percent__| 90 percent. 
CMIGRORS VORS 2049 06a oo cae cee | 90 percent__| 80 percent..} 90 percent. 
Calendar year 1972......=-.........- | 95 percent__| 80 percent__| 90 percent. 
Calendar year 1973____..-~- --------| 100 percent_.| 80 percent__| 90 percent. 
January 1, 1974-July 3, 1974._...-.- | 100 percent_.| 100 percent_| 100 percent. 


| | 





8. Customs duties on United States articles, and on Philippine 
articles, other than ordinary customs duties, shall be determined with- 
out regard to the provisions of Paragraph 1 and 2 of this Article, 
but shall be subject to the provisions of Paragraph 4 of this Article. 

4. With respect to United States articles imported into the 
Philippines, and with respect to Philippine articles imported into the 
United States, no duty on or in connection with importation shall be 
collected or paid in an amount in excess of the duty imposed with 
respect to like articles which are the product of any other foreign 
country, or collected or paid in any amount if the duty is not imposed 
with respect to such like articles. As used in this Paragraph, the 
term “duty” includes taxes, fees, charges, or exactions, imposed on or 
in connection with [importation ;] importation, but does not include 
internal taxes or ordinary customs duties. 

5. With respect to products of the United States which do not 
come within the definition of United States articles, imported into the 
Philippines, no duty on or in connection with importation shall be 
collected or paid in an amount in excess of the duty imposed with 
respect to like articles which are the product of any other foreign 
country, or collected or paid in any amount if the duty is not imposed 
with respect to such like articles which are the product of any other 
foreign country. As used in this Paragraph the term “duty” includes 
taxes, fees, charges, or exactions, imposed on or in connection with 
[importation ;] importation, but does not include internal taxes. 
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6. With respect to products of the Philippines, which do not 
come within the definition of Philippine articles, imported into the 
United States, no duty on or in connection with importation shall be 
collected or paid in an amount in excess of the duty imposed with 
respect to like articles which are the product of any other foreign 
country (except Cuba), or collected or paid in any amount if the duty 
is not imposed with respect to such like articles which are the product 
of any other foreign country (except Cuba). As used in this Para- 
graph the term “duty” includes taxes, fees, charges, or exactions, im- 

osed on or in connection with [importation ;] zmportation, does not 
include internal taxes. 

7. Notwithstanding the provisions of Paragraph 1 of this Article, 
the Philippines shall impose a temporary special import tax, in lieu “ 
the present tax on the sale of foreign exchange, on any article or prod- 
uct imported or brought into the Philippines, irrespective of source; 
provided that such special levy is applied in a non-discriminatory man- 
ner pursuant to Paragraphs 4 and 6 of this Article, that the initial ta» 
is at a rate no higher than the present rate of the foreign exchange tax, 
and that the tax shall be progressively reduced at a rate no less rapid 
than that specified in the following Schedule. If,as aresult of apply- 
ing this Schedule, the total revenue from Philippine customs duties 
and from the special import tax on goods coming from the United 
States is less in any calendar year than the proceeds from the exchange 
tax on such goods during the calendar year 1955, no reduction need be 
made in the special import tax for the next succeeding calendar year, 
and, if necessary to restore revenues collected on the importation of 
United States goods to the level of the exchange tax on such goods in 
calendar year 1955, the Philippines may increase the rate for such 
succeeding calendar year to any previous level provided for in this 
Schedule which is considered to be necessary to restore such revenues 
to the amount collected from the exchange tax on United States qoods 
in calendar year 1955. Rates for the special import levy in subsequent 
years shall be fixed in accordance with the schedules specified in this 
Article, except as the Philippine Government may determine that 
higher rates are necessary to maintain the above-mentioned level of 
revenues from the importation of United States goods. In this event, 
such rate shall be determined by the Philippine Government, after 
consultation with the United States Government, at a level of the 
Schedule calculated to cover any anticipated deficiency arising from 
the operation of this provision. 


SCHEDULE FOR REDUCING SPECIAL IMPORT TAX 


(a) After December 31, 1956, ninety percentum. 
(b) After December 31, 1957, eighty per centum. 
(c) After December 31, 1958, seventy per centum. 
d) After December 31, 1959, sixty per centum. 
e) After December 31, 1960, fifty per centum. 
f) After December 31, 1961, forty per centum. 
g) After December 31, 1962, thirty per centum. 
h) After December 31, 1963, twenty per centum. 
tj ) After December 31, 1964, ten per centum. 
(j) On and after January 1, 1966, nil. 
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Articitsr IT 


1. During the period from January 1, [1946] 1956, to December 31, 
1973, both dates inclusive, the total amount of the articles falling with- 
in one of the classes specified in Items A and A-1 [,, and C to G, both 
inclusive,] of the Schedule to this [Article] Paragraph, which are 
Philippine articles as defined in Subparagraph (f) of Paragraph 1 
of the Protocol, and which, in any calendar year, may be entered, 
or withdrawn from warehouse, in the United States for consumption, 
shall not exceed the amounts specified in such Schedule as to each class 
of articles. During the period from January 1, [1946] 1956, to Decem- 
ber 31, 1973, both dates inclusive, the total amount of the articles 
falling within the class specified in Item B of the Schedule to this 
[Article] Paragraph which are the product of the Philippines, and 
which, in any calendar year, may be entered, or withdrawn from 
warehouse, in the United States for consumption, shall not exceed 
the amount specified in such Schedule as to such class of articles. 
During the period from January 1, 1974, to July 3, 1974, both dates 
inclusive, the total amounts referred to in the preceding sentences 
of this Paragraph shall not exceed one-half of the amount specified 
in such Schedule with respect to each class of articles, respectively. 
The establishment herein of the limitations on the amounts of Philip- 
pine raw and refined sugar that may be entered, or withdrawn from 
warehouse, in the United States for consumption, shall be without 
prejudice to any increases which the Congress of the United States 
might allocate to the Philippines in the future. The following Sched- 
ule to Paragraph 1 shall constitute an integral part thereof: 


Schedule of Absolute Quotas* 


Item Classes of Articles Amounts 
A Sugars 952,000 short tones 
BI. OP aeRO COE CRC ia ioiii cds wicking cern nt ena ew 56,000 short tons 


may be refined sugars, meaning “direct-consumption 
sugar” as defined in Section 101 of the Sugar Act of 
[1937] 1948, as amended, of the United States which 
is set forth in part as Annez I to this Agreement. 

B Cordage, including yarns, takines (including bind- 6,000,000 Uda, 
ing twine described in Paragraph 1622 of the Tariff 
Act of 1930 of the United Statcs, as amended, which 
is set forth as Annex II to this Agreement), cords 
cordage, rope, and cable, tarred or untarred, wholly 
or in chief value of manila (abaca) or other hard 
fiber. 

2. Philippine articles as defined in Subparagraph (f) of Para- 
graph 1 of the Protocol falling within one of the classes specified in 
[Items D to G, both inclusive, of the Schedule to this Article, which] 
the items included in the Schedule to this Paragraph, which, during 
the following portions of the period from January 1, [1946] 1956, to 
December 31, 1973, both dates inclusive, are entered, or withdrawn 
from warehouse, in the United States for consumption, shall be free of 
ordinary customs duty, in quantities determined by applying the fol- 
lowing percentages to the amounts specified in such Schedule as to 
each such class of articles: 

[(a) During each of the calendar years 1946 to 1954, one 
hundred per centum, 








1 This schedule does not constitute a substantive change of the agreement. It contains 
items A, A-1, and B in the schedule to Article II of the existing agreement. 
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[(b) During the calendar year 1955, ninety-five per centum.] 

(a) During each of the calendar years 1956 to 1958, inclusive, 
ninety-five per centum. 

[(c) During each calendar year after the calendar year 1955 
until and including the calendlax year 1973, a percentage equal 
to the percentage for the preceding calendar year decreased by 
five per centum of such specified amounts.] 

(6) During each of the calendar years 1959 to 1961, inclusive, 
ninety per centum. 

(c) During each of the calendar years 1962 to 1964, inclusive, 
eighty per centum. 

(d) During each of the calendar years 1965 to 1967, inclusive, 
sizty per centum. 

(e) During each of the calendar years 1968 to 1970, inclusive, 
forty per centum. 

(7) During each of the calendar years 1971 to 1973, inclusive, 
twenty per centum. 

(g) On and after January 1, 1974, nil. 

The following Schedule to Paragraph 2 shall constitute an integral 
part thereof: 

Schedule of Tariff Quotas* 
Item Classes of Articles Amounts 


A Cigars (erclusive of cigarettes, cheroots of all 200,000, 000 cigars 

kinds, and paper cigars and cigarettes, including 

wrappers). 
R Scrap tobacco, and stemmed and unstemmed filler 6,500, 000 Ibs. 

tobacco described in Paragraph 602 of the Tariff Act 

of 1980 of the United Statcs, as amended, which is set 

forth as Annex II] to this Agreement. 
0 Coconut oil 200, 000 long tons 
D Buttons of pearl or shell 850, 000 gross 
The quantities shown in the Schedule to this Paragraph represent 
base quantities for the purposes of computing the tariff-free quota and 
are not absolute quotas. Any such Philippine article so entered, or 
withdrawn from warehouse, in excess of the duty-free quota provided 
in this Paragraph shall be subject to one hundred per centum of the 
United States duty as defined in Subparagraph (g) of Paragraph 1 
of the Protocol. 

[3. Each of the quotas provided for in Paragraphs 1 and 2 of this 
Article for articles falling within one of the classes specified in Items 
A-1 and B, and D to G, each inclusive, of the Schedule to this Artic!e 
shall be allocated annually by the Philippines to the manufacturers 
in the Philippines in the calendar year 1940 of products of a class for 
which such quota is established, and whose products of such class 
were exported to the United States during such calendar year, or 
their successors in interest, proportionately on the basis of the amount 
of the products of such class produced by each such manufacturer 
(or in the case of such successor in interest, the amount of the prod- 
ucts of such class produced by his predecessor in interest) which was 
exported to the United States during the following period: (a) In the 
case of Items A-1 and D to G, each inclusive, the calendar year 1940, 


* This schedule contains items D, E, F, and G in the schedule to article II of the existing 
agreement. Under the existing agreement these items are subject to absolute quotas in 
the amounts stated: under the proposed amended agreement these items would be subject 
only.to tariff quotas beginning in the amount stated. 

i 
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and (b) in the case of Item B, the twelve months immediately preced- 
ing the inauguration of the Commonwealth of the Philippines. The 
quota provided for in Paragraph 1 of this Article for unrefined sugars 
specified in Item A of such Schedule, including that required to 
manufacture the refined sugars specified in Item A-1 of the Sched- 
ule, shall be allocated annually by the Philippines to the sugar- 
producing mills and plantation owners in the Philippines in the cal- 
endar year 1940 whose sugars were exported to the United States 
during such calendar year, or their successors in interest, proportion- 
ately on the basis of their average annual production (or in the case 
of such a successor in interest, the average annual production of his 
predecessor in interest) for the calendar years 1931, 1932, and 1933, 
end the amount of sugars which may be so exported shall be allocated 
in each year between each mill and the plantation owners on the 
basis of the proportion of sugars to which each mill and the planta- 
tion owners are respectively entitled, in accordance with any milling 
- shee gon between them, or any extension, modification, or renewal 
thereof. 

[4. The holder of any allotment under law existing on April 29, 
1946, including his successor in interest, and the holder of any allot- 
ment under any of the quotas which are provided for in Paragraphs 
1 and 2 of this Article the allocation of which is provided for in Para- 
graph 3 of this Article, may transfer or assign all or any amount of 
such allotment on such terms as may be agreeable to the parties in 
interest. If, after the first nine months of any calendar year, the 
holder of any allotment, for that year, under any of the quotas referred 
to in the preceding sentence, is or will be unable for any reason to 
export to the United States all of his allotment, in time to fulfill the 
quota for that year, that amount of such allotment which it is estab- 
lished by sufficient evidence cannot be so exported during the re- 
mainder of the calendar year may be apportioned by the Philippine 
Government to other holders of allotments under the same quota, or 
in such other manner as will insure the fulfillment of the quota for 
that year: Provided, That no transfer or assignment or reallocation 
under the provisions of this Paragraph shall diminish the allotment 
to which the holder may be entitled in any subsequent calendar year. 

[The following Schedule to Article II shall constitute an integral 
part thereof: 
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CUteme Classes of Articles Amounte 
Sugars 952,000 short tons, 
A-1 of which not to exceed 56,000 short tons 





may be refined sugars, meaning ‘direct-consumption 
sugar’ as defined in Section 101 of the Sugar Act of 
1937 of the United States which is set forth in part as 
Annex I to this Agreement. 
B Cordage, including yarns, twines (including bind- 6,000,000 Ibs. 
ing twine described in Paragraph 1622 of the Tariff 
Act of 1930 of the United States, as amended, which 
is set forth as Annex II to this Agreement), cords, 
cordage, rope, and cable, tarred or untarred, wholly 
or in chief value of manila (abaca) or other hard 
fiber. 
Rice, including rice meal, flour, polish, and bran. 1,040,000 Ibs. 
Cigars (exclusive of cigarettes, cheroots of all 200,000,000 cigars 
kinds, and paper cigars and cigarettes, including 
wrappers). 
E Scrap tobacco, and stemmed and unstemmed filler 6,500,000 Ibs. 
tobacco described in Paragraph 602 of the Tariff Act 
of 1930 of the United States, as amended, which is 
set forth as Annex III to this Agreement. 
Coconut oil. 200,000 long tons 
Buttons of pearl or shell. 850,000 gross] 


Articie ITI 


[1. With respect to quotas on Sem, sa articles as defined in Sub- 
paragraph (f) of Paragraph 1 of the Protocol oe than the quotas 
provided for in Paragraphs 1 and 2 of Article II, and other than 
quotas established in conjunction with quantitative limitations, appli- 
cable to products of all foreign countries, on imports of like articles), 
the United States will not establish any such quota for any period 
before January 1, 1948, and for any part of the period from January 
1, 1948, to July 3, 1974, both dates inclusive, it will establish such a 
quota only if— 

[(a) The President of the United States, after investigation, 
finds and proclaims that such Philippine articles are coming, or 
are likely to come, into substantial competition with like articles 
the product of the United States; and 

[(4) The quota for any Philippine article as so defined for any 
twelve-month period is not less than the amount determined by 
the President as the total amount of Philippine articles of such 
class which (during the twelve months chdad on the last day of 
the month preceding the month in which occurred the date pro- 
claimed by the President as the date of the beginning of the 
investigation) was entered, or withdrawn from warehouse, in the 
United States for consumption; or, if the quota is established for 
any period other than a twelve-month period, is not less than a 
proportionate amount. 

Any quota established pursuant to this Paragraph shall not continue 
in effect after the President, following investigation, finds and pro- 
claims that the conditions which gave rise to the establishment of 
such quota no longer exist. 

(2. If the President of the United States finds that the allocation of 
any quota established pursuant to Paragraph 1 of this Article is neces- 
sary to make the application of the quota just and reasonable between 
the United States and the Philippines, the United States shall have 
the right to provide the basis for the allocation of such quota, and 
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if the United States exercises such right, the Philippines will promptly 
put and keep in effect, on the basis provided by the United States, 
the allocation of such quota.J 


1. Except as otherwise provided in Article II or in Paragraph 2 
of this Article, neither country shall impose restrictions or prohibi- 
tions on the importation of any article of the other country, or on the 
exportation of any article to the territories of the other country, unless 
the importation of the like article of, or the exportation of the like 
article to, all third countries is similarly restricted or prohibited. If 
either country imposes quantitative restrictions on the importation 
or exportation of any article in which the other country has an impor- 
tant interest and if it makes allotments to any third country, it shall 
afford such other country a share proportionate to the amount of the 
article, by quantity or value, supplied by or to it during a previous 
representative period, due consideration being given to any special 
factors affecting the trade in such article. 

2. (a) Notwithstanding the provisions of Paragraph 1 of this Ar- 
ticle, with respect to quotas on United States articles as defined in Sub- 
paragraph (e) of Paragraph 1 of the Protocol or with respect to quotas 
on Philippine articles as defined in Subparagraph (f) of Paragraph 
1 of the Protocol (other than the articles for which quotas are pro- 
vided in Paragraph 1 of Article I1) a quota may be established 
only if— 

: (1) The President of the country desiring to impose the quota, 
after investigation, finds and proclaims that, as the result of 
preferential treatment accorded pursuant to this Agreement, any 
article of the other country is being imported in such increased 
quantities and under such conditions as to cause or threaten serious 
enjury to domestic producers of like or directly competitive arti- 
cles; or 

(2) The President of the country desiring to impose the quota 
finds that such action is necessary to forestall the imminent threat 
of, or to stop, a serious decline in its monetary reserves, or, in 
the event its monetary reserves are very low, to achieve a reason- 
able rate of increase in its reserves. 

(b) Any quota imposed for any twelve-month period under (a) 
(1) above for the purpose of protecting domestic industry shall not be 
less than the amount determined by the President of the importing 
country as the total amount of the articles of such class which, during 
the twelve months preceding entry into effect of the quota, was entered, 
or withdrawn from warehouse, for consumption, after deduction of 
the amount by which he finds domestic production can be increased 
during the twelve-month period of the quota; or if the quota is estab- 
lished for any period other than a twelve-month period, it shall not 
be less than a proportionate amount. 

(c) Each Party agrees not to apply restrictions so as to prevent un- 
reasonably the importation of any description of goods in minimum 
commercial quantities, the exclusion of which would seriously impair 
regular channels of trade, or restrictions which would prevent the 
importation of commercial samples, or prevent compliance with pat- 
ent, trademark, copyriaht, or similar procedures. 

(d) Any quota established pursuant to this Paraaraph shall not con- 
tinue in effect longer than necessary to achieve the purposes for tts 
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imposition, at which time the President of the country imposing the 
quota, following investigation, shall find and proclaim that the condi- 
tions which gave rise to the establishment of such quota no longer 
ewist. 

3. Either country taking action pursuant to the provisions of this 
Article shall give notice to the other country as far in advance as may 
be practicable, and shall epere it an opportunity to consult in respect 
of the proposed action. It is understood that this right of consulta- 
tion does not imply that the consent of the other country to the estab- 
lishment of the quota is needed in order for the quota to be put into 


effect. 
Articte IV 


1. With respect to articles which are products of the United States 
coming into the Philippines, or with respect to articles manufactured 
in the Philippines wholly or in part from such articles, no internal 
tax shall be— 

(a) Collected or paid in an amount in excess of the internal tax 
imposed with respect to like articles which are the product of the 
Philippines, or collected or paid in any amount if the internal 
tax is not imposed with respect to such like articles; 

(b) Collected or paid in an amount in excess of the internal tax 
imposed with respect to like articles which are the product of any 
other foreign country, or collected or paid in any amount if the 
internal tax is not imposed with respect to such lke articles. 

Where an internal tax is imposed with respect to an article which is 
the product of a foreign country to compensate for an internal tax 
imposed (1) with respect to a like article which is the product of the 
Philippines, or (2) with respect to materials used in the production of 
a like article which is the product of the Philippines, if the amount of 
the internal tax which is collected and paid with respect to the article 
which is the product of the United States is not in excess of that per- 
mitted by Paragraph 1 (b) of Article IV such collection and payment 
shall not be regarded as in violation of the first sentence of this 
Paragraph. 

2. With respect to articles which are products of the Philippines 
coming into the United States, or with respect to articles manufac- 
tured in the United States wholly or in part from such articles, no 
internal tax shall be— 

(a) Collected or paid in an amount in excess of the internal 
tax imposed with respect to like articles which are the product 
of the United States, or collected or paid in any amount if the 
internal tax is not imposed with respect to such like articles; 

(b) Collected or paid in an amount in excess of the internal 
tax imposed with respect to like articles which are the product of 
any other foreign country, or collected or paid in any amount if 

* the internal tax is not imposed with respect to such like articles. 
Where an internal tax is imposed with respect to an article which is 
the product of a foreign country to compensate for an internal tax 
imposed (1) with respect to a like article which is the product of the 
United States, or (2) with respect to materials used in the production 
of a like article which is the product of the United States, if the amount 
of the internal tax which is collected and paid with respect to the 
article which is the product of the Philippines is not in excess of that 
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permitted by Paragraph 2 (b) of Article LIV such collection and pay- 
ment shall not be regarded as in violation of the first sentence of this 
Paragraph. This Paragraph shall not apply to the taxes imposed 
under sections [2306, 2327, or 2356] 4591, 4812, or 4831 of the Internal 
Revenue Code of the United States which are set forth in part as 
Annexes IV, V, and VI to this Agreement. 

[3. No export tax shall be imposed or collected by the United States 
on articles exported to the Philippines, or by the Philippines on ar- 
ticles exported to the United States.J 

[4.] 3. No processing tax or other internal tax shall be imposed or 
collected in the United States or in the Philippines with respect to 
articles coming into such country for the official use of the Government 
of the Philippines or of the United States, respectively, or any depart- 
ment or agency thereof. 

[5.] 4. No processing tax or other internal tax shall be imposed or 
collected in the United States with respect to manila (abaca) tiber not 
dressed or manufactured in any manner. 

[6.] 5. The United States will not reduce the preference of two cents 
per pound provided in Section [2470] 4513 of the Internal Revenue 
Code of the United States (relating to processing taxes on coconut oil, 
etc.), which is set forth as Annex VII to this Agreement, with respect 
to articles “wholly the production of the Philippine Islands” or articles 
“produced wholly from materials the growth or production of the 
Philippine Islands”; except that it may suspend the provisions of 
[Subsection (a) (2) of as Section] Section 4511 (b) of the Internal 
Revenue Code of the United States during any period as to which the 
President of the United States, after consultation with the President 
of the Philippines, finds that adequate supplies of neither copra nor 
coconut oil, the product of the Philippines, are readily available for 
processing in the United States. 


Articite V 


The Republic of the Philippines will take the necessary legislative 
and executive actions, prior to or at the time of the entry into force 
of the revisions of this Agreement authorized by the Congress of 
the United States and the Congress of the Philippines in 1955, to 
enact and implement legislation similar to that already enacted by the 
Congress of the United States as Public Law 419, 83rd Congress, 
Chapter 323, 2d Session, to facilitate the entry of Philippine traders. 


[Arricte V 


[The value of Philippine currency in relation to the United States 
dollar shall not be changed, the convertibility of Philippine pesos 
into United Stxtes dollars shall not be suspended, and no restric- 
tions shall be imposed on the transfer of funds from the Philippines 
to the United States except by agreement with the President of the 


United States.J 
CArricie VI 


[i. Any citizen of the United States who actually resided in the 
Philippines, and any citizen of the Philippines who actually resided 
in the United States, for a continuous period of three years during 
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the period of forty-two months ending November 30, 1941, if entering 
the country of such former residence during the period from July 4, 
1946, to July 3, 1951, both dates inclusive, for the purpose of resuming 
residence therein, shall for the purposes of the immigration laws, be 
considered a non-quota immigrant. After such admission as a non- 
quota immigrant he shall, for the purposes of the immigration and 
naturalization laws, be considered as lawfully admitted to such country 
for permanent residence. The benefits of this Paragraph shall also 
apply to the wife of any such citizen of the United States, if she is also 
a citizen thereof, and to his unmarried children under eighteen years 
of age, and to the wife of any such citizen of the Philippines, if she is 
also a citizen thereof or is eligible for United States citizenship, and 
to his unmarried children under eighteen years of age, if such wife 
or children of such citizen of the United States or of such citizen of 
the Philippines are accompanying or following to join him during 
such period. This Paragraph shall not apply to a citizen of the 
Philippines admitted to the Territory of Hawaii, without an immigra- 
tion or passport visa, under the provisions of Paragraph (1) of Sec- 
tion 8 (a) of the Act of March 24, 1934, of the United States which is 
set forth as Annex VIII to this Agreement. 

2. There shall be permitted to enter the Philippines, without re- 
gard to any numerical limitations under the laws of the Philippines, in 
each of the calendar years 1946 to 1951, both inclusive, 1,200 citizens 
of the United States, each of whom shall be entitled to remain in the 
Philippines for 5 years.J 


Articte [VII] V7 


1. The disposition, exploitation, development, and utili’ation of all 
agricultural, timber, and mineral lands of the public domain, waters, 
minerals, coal, petroleum and other mineral oils, all forces and sources 
of penal energy, and other natural resources of [the Philippines,] 
either Party, and the operation of public utilities, shall, if open to any 
person, be open to citizens of the [United States] other Party and to 
all forms of business enterprise owned or controlled, directly or indi- 
rectly, by [United States citizens, except that (for the period prior 
to the amendment of the Constitution of the Philippines referred to 
in Paragraph 2 of this Article) the Philippines shall not be required 
to comply with such part of the foregoing provisions of this sentence 
as are in conflict with such Constitution.] citizens of such other Party 
in the same manner as to and under the same conditions imposed upon 
citizens or corporations or associations owned or controlled by citizens 
of the Party granting the right. 

[2. The Government of the Philippines will promptly take such 
steps as are necessary to secure the amendment of the Constitution of 
the Philippines so as to permit the taking effect as laws of the Philip- 
pines of such part of the provisions of Paragraph 1 of this Article as 
is in conflict with such Constitution before such amendment.] 


2. The rights provided for in Paragraph 1 may be exercised, in the 
case of citizens of the Philippines with respect to natural resources in 
the United States which are subject to Federal control or regulations, 
only through the medium of a corporation organized under the laws of 
the United States or one of the States thereof and likewise, in the case 
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of citizens of the United States with respect to natural resources in the 
public domain in the Philippines, only through the medium of a cor- 
poration organized under the laws of the Philippines and at least 
60% of the capital stock of which is owned or controlled by citizens of 
the United States. This provision, however, does not affect the right 
of citizens of the United States to acquire or own private agricultural 
lands in the Philippines or citizens of the Philippines to acquire or 
own land in the United States which is subject to the jurisdiction of 
the United States and not within the jurisdiction of any State and 
which is not within the public domain. The Philippines reserves the 
right to dispose of its public lands in small quantities on especially 
favorable terms exclusively to actual settlers or other users who are its 
own citizens. The United States reserves the right to dispose of its 
public lands in small quantities on especially favorable terms exclu- 
sively to actual settlers or other users who are its own citizens or aliens 
who have declared their intention to become citizens. Each Party 
reserves the right to limit the extent to which aliens may engage in 
fishing or engage in enterprises which furnish communications services 
and air or water transport. The United States also reserves the right 
to limit the extent to which aliens may own land in its outlying terri- 
tories and possessions, but the Philippines will extend to American 
nationals who are residents of any of those outlying territories and 
possessions only the same rights, with respect to ownership of lands, 
which are granted therein to citizens of the Philippines. The rights 
provided for in this Paragraph shall not, however, be exercised by 
either Party so as to derogate from the rights previously acquired by 
citizens or corporations or associations owned or controlled by citizens 
of the other Party. 

3. The United States of America reserves the rights of the several 
States of the United States to limit the extent to which citizens or cor- 
porations or associations owned or controlled by citizens of the Philip- 
pines may engage in the activities specified in this Article. The Re- 
public of the Philippines reserves the power to deny any of the rights 
specified in this Article to citizens of the United States who are citi- 
zens of States, or to corporations or associations at least 60% of whose 
capital stock or capital is owned or controlled by citizens of States, 
which deny like rights to citizens of the Philippines, or to corporations 
or associations which are owned or controlled by citizens of the Phil- 
ippines. The exercise of this reservation on the part of the Philippines 
shall not affect previously acquired rights, provided that in the event 
that any State of the United States of America should in the future 
impose restrictions which would deny to citizens or corporations or 
associations owned or controlled by citizens of the Philippines the 
right to continue to engage in activities in which they were engaged 
therein at the time of the imposition of such restrictions, the Republic 
of the Philippines shall be free to apply like limitations to the citizens 
or corporations or associations owned or controlled by citizens of such 
States. 

Article VII 


1. The Republic of the Philippines and the United States of Amer- 
ica each agrees not to discriminate in any manner, with respect to 
their engaging in business activities, against the citizens or any 
form of business enterprise owned or controlled by citizens of the 
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other and that new limitations imposed by either Party upon the 
extent to which aliens are accorded national treatment with respect to 
carrying on business activities within its territories, shall not be ap- 
plied as against enterprises owned or controlled by citizens of the other 
Party which are engaged in such activities therein at the time such 
new limitations are adopted, nor shall such new limitations be ap- 
plied to American citizens or corporations or associations owned or 
controlled by American citizens whose States do not impose like limi- 
tations on citizens or corporations or associations owned or controlled 
by citizens of the Republic of the Philippines. 

2. The United States of America reserves the rights of the several 
States of the United States to limit the extent to which citizens or 
corporations or associations owned or controlled by citizens of the 
Philippines may engage in any business activities. The Republic of 
the Philippines reserves the power to deny any rights to engage in 
business activities to citizens of the United States who are citizens of 
States, or to corporations or associations at least 60% of the capital 
stock or capital of which is owned or controlled by citizens of States, 
which deny like rights to citizens of the Philippines or to corporations 
or associations owned or controlled by citizens of the Philippines. 
The exercise of this reservation on the part of the Philippines shail 
not affect previously acquired rights, provided that in the event that 
any State of the United States of America should in the future impose 
restrictions which would deny to citizens or corporations or associa- 
tions owned or controlled by citizens of the Philippines the right to 
continue to engage in business activities in which they were engaged 
therein at the time of the imposition of such restrictions, the Republic 
of the Philippines shall be free to apply like limitations to the citizens 
or corporations or associations owned or controlled by citizens of such 


States. 
Article VIII 


Nothing in this Agreement shall be construed: 

(1) to require either Party to furnish any information the 
disclosure of which it considers contrary to its essential security 
interests; or 

(2) to prevent either Party from taking any action which it 
considers necessary for the protection of its essential security 
interests— 

(a) relating to fissionable materials or the materials from 
which they are derived; 

(b) relating to the traffic in arms, ammunition and imple- 
ments of war and to such traffic in other goods and materials 
as is carried on directly or indirectly for the purpose of sup- 
plying a military establishment; 

(c) taken in time of war or other emergency in interna- 
tional relations; or 

(3) to prevent either Party from taking any action in pursu- 
ance of its obligations under the United Nations Charter hor the 
maintenance of international peace and security. 
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Articte [VIII] /X 


[1. Upon the taking effect of this Agreement the provisions thereof 
placing obligations on the United States: (a) if in effect as laws of 
the United States at the time this Agreement takes effect, shall con- 
tinue in effect as laws of the United States during the effectiveness of 
the Agreement; or (b) if not so in effect at the time the Agreement 
takes effect, shall take effect and continue in effect as laws of the United 
States during the effectiveness of the Agreement. The Philippines 
will continue in effect as laws of the Philippines, during the effective- 
ness of this Agreement, the provisions thereof placing obligations on 
the Philippines, except as is otherwise provided in Paragraph 1 of 
Article V i 

1. Upon the taking effect of this Agreement, and upon the taking 
effect of the revisions thereof authorized by the Congress of the United 
States and the Congress of the Philippines in 1955, the provisions 
placing obligations on the United States: (a) if in effect as laws of 
the United States at the time of such taking effect, shall continue 
in effect as laws of the United States during the effectiveness of the 
Agreement; or (b) if not so in effect, shall take effect and continue 
in effect as laws of the United States during the effectiveness of the 
Agreement. 

2. The United States and the Philippines will promptly enact, and 
shall keep in effect during the effectiveness of this Agreement, such 
legislation as may be necessary to supplement the laws of the United 
States and the Philippines, sdorieckiveby: referred to in Paragraph 1 
of this Article, and to implement the provisions of such laws and the 
provisions of this Agreement placing obligations on the United States 
and the Philippines, respectively. [Moreover, the Philippines will 
promptly enact, and keep in force and effect during the effectiveness of 
this Agreement, such legislation as may be necessary to put and keep 
in effect during the effectiveness of this Agreement, the allocation, 
reallocation, transfer, and assignment of quotas on the basis provided 
for in Paragraphs 3 and 4 of Article I1; and, if the United States 
exercises the right to establish quotas pursuant to Paragraph 1 of 
Article IIT and to provide for the allocation thereof pursuant to Para- 
graph 2 of the same Article, the Philippines will promptly enact, and 
keep in force during the period for which each such quota is estab- 
lished, such legislation as is necessary to put and keep in effect, on the 
basis provided by the United States, the allocation of such quotas. 

[3. The Philippines agree to assist the United States in carrying out 
Title I of the Philippine Rehabilitation Act of 1946 of the United 
States by providing that the following acts relative to such Title shall 
be offenses under the laws of the Philippines, and that, upon conviction 
thereof, the penalties attached to such offenses shall be enforced: 

EWhoever, in the Philippines or elsewhere, makes any 
statement or representation eves it to be false, or whoever 


willfully and fraudulently overvalues loss of or damage to prop- 
erty for the purpose of obtaining, for himself or for any claimant 
any compensation pursuant to such Title, or for the purpose of 
influencing in any way the action of the Philippine War Damage 
Commission of the United States with respect to any claim for 
compensation pursuant to such Title, or for the purpose of obtain- 
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ing money, property, or anything of value under such Title, shall 
be punished by a fine of not more than the equivalent, in the cur- 
rency of the Philippines, of five thousand dollars, United States 
currency, or by imprisonment for not more than two years, or 
both, and shall not receive any payments or other benefits under 
such Title and, if any payment or benefit shall have been made 
or granted, such Commission shall take such action as may be 
necessary to recover the same. 

{(b) Whoever, in the Philippines or elsewhere, pays or offers to 
pay, or promises to pay, or receives, on account of services ren- 
dered or to be rendered in connection with any claim for compen- 
sation under such Title, any remuneration in excess of five per 
centum of the compensation paid by the Philippine War Damage 
Commission of the United States on account of such claim, shall 
be deemed guilty of a misdemeanor and shall be fined not more 
than the equivalent, in the currency of the Philippines, of five 
thousand dollars, United States currency, or imprisonment for 
not more than twelve months, or both, and, if any such payment 
or benefit shall have been made or granted, such Commission shall 
take such action as may be necessary to recover the same, and, 
in addition thereto, any such claimant shall forfeit all rights under 
such title.J 


Arricte [IX] X 


The United States and the Philippines agree to consult with each 
other with respect to any questions as to the interpretation or the 
application of this Agreement, concerning which either Government 
may make representations to the other. Not later than July 1, 1971, 
the United States and the Philippines agree to consult with each other 
as to joint problems which may arise as a result or in anticipation of 
the termination of this Agreement. 


Articte [X] X/ 


[i. The Philippine Trade Act of 1946 of the United States having 
authorized the President of the United States to enter into this Agree- 
ment, and the Congress of the United States having enacted such legis- 
lation as may be necessary to make the provisions thereof placing obli- 
gations on the United States take effect as laws of the United States, 
this Agreement shall not take effect unless and until the Congress of 
the Philippines accepts it by law and has enacted such legislation as 
may be necessary to make all provisions hereof placing obligations on 
the Philippines take effect as laws of the Philippines, except as is other- 
wise provided in Paragraph 1 of Article VII. This Agreement shall 
then be proclaimed by the President of the United States and by the 
President of the Philippines, and shall enter into force on the day fol- 
lowing the date of such proclamations, or, if they are issued on different 
dates, on the day following the later in date.] 

[2.] 7. This Agreement shall have no effect after July 3, 1974. It 
may be terminated by either the United States or the Philippines at 
any time, upon not less than five years’ written notice. If the President 


of the United States or the President of the Philippines determines and 
proclaims that the other country has adopted or applied measures or 
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practices which would operate to nullify or impair any right or obliga- 
tion provided for in this Agreement, then the Agreement may be termi- 
seater upon not less than six months’ written notice. 

(3. If the President of the United States determines that a reason- 
able time for the making of the amendment to the Constitution of the 
Philippines referred to in Paragraph 2 of Article VII has elapsed, but 
that such amendment has not been made, he shall so proclaim and this 
Agreement shall have no effect after the date of such proclamation. 

(4. If the President of the United States determines and proclaims, 
after consultation with the President of the Philippines, that the Phil- 
ippines or any of its political subdivisions or the Philippine Govern- 
ment is in any manner discriminating against citizens of the United 
States or any form of United States business enterprise, then the Presi- 
dent of the United States shall have the right to suspend the effective- 
ness of the whole or any portion of this Agreement. If the President 
of the United States subsequently determines and proclaims, after con- 
sultation with the President of the Philippines, that the discrimination 
which was the basis for such suspension (a) has ceased, such suspen- 
sion shall end; or (b) has not ceased after the lapse of a time deter- 
mined by the President of the United States to be reasonable, then the 
President of the United States shall have the right to terminate this 
Agreement upon not less than six months’ written notice.J 

2. The revisions of this Agreement authorized by the Congress of 
the United States and the Congress of the Philippines in 1956 shall 
enter into force on January 1, 1956. 


PROTOCOL TO ACCOMPANY THE AGREEMENT BETWEEN THE UNITED 
STATES OF AMERICA AND THE REPUBLIC OF THE PHILIPPINES 
CONCERNING TRADE AND RELATED MATTERS DURING A TRAN- 
SITIONAL PERIOD FOLLOWING THE INSTITUTION OF PHILIPPINE 
INDEPENDENCE, SIGNED AT MANILA ON JULY 4, 1946, AS REVISED 


The undersigned duly empowered Plenipotentiaries have agreed 
to the following Protocol to [this] the Agreement between the United 
States of America and the Republic of the Philippines concerning 
trade and related matters during a transitional period following the 
institution of Philippine Independence, signed [this day,] at Manila 
on July 4, 1946, as revised, which shall constitute an integral part of 
the Agreement: 

1. For the purpose of the Agreement— 

(a) The term “person” includes partnerships, corporations, 
and associations. 

(b) The term “United States” means the United States of 
America and, when used in a geographical sense, means the States, 
the District of Columbia, the Territories of Alaska and Hawaii, 
and Puerto Rico. 

(c) The term “Philippines” means the Republic of the Philip- 
pines and, when used in a geographical sense, means the terri- 
tories of the Republic of the Philippines, whether a particular 
act in question took place, or a particular situation in question ex- 
isted, within such territories before or after the institution of the 
Republic of the Philippines. As used herein the territories of the 
Republic of the Philippines comprise all the territories specified 
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in Section 1 of Article I of the Constitution of the Philippines 
which is set forth as Annex [XI] X to this Agreement. 

(d) The term “ordinary customs duty” means a customs duty 
based on the article as such (whether or not such duty is also 
based in any manner on the use, value, or method of production 
of the article, or on the amount of like articles imported, or on 
any other factor) ; but does not include— oi 

(1) A customs duty based on an act or omission of any 
person with respect to the importation of the article, or of 
the country from which the article is exported, or from which 
it comes; or 

(2) A countervailing duty imposed to offset a subsidy, 
bounty, or grant; or 

(3) An anti-dumping duty imposed to offset the selling 
of merchandise for exportation at a price less than the pre- 
vailing Y simp in the country of export; or 

(4) Any tax, fee, charge, or exaction, imposed on or in 
connection with importation unless the law of the country 
imposing it designates or imposes it as a customs duty or con- 
tains a provision to the effect that it shall be treated as a 
duty imposed under the customs laws; or 

(5) The tax imposed by Section [2491 (e)] 4587 of the 
Internal Revenue Code of the United States, which is set 
forth as Annex [IX] V/// to this Agreement, with respect to 
an article, merchandise, or combination, ten per centum or 
more of the quantity by weight of which consists of, or is 
derived directly or indirectly from, one or more of the oils, 
fatty acids, or salts specified in Section [2470] 45177 of such 
Code which is set forth as Annex VII to this Agreement; 
or the tax imposed by Section [3500] 4501 (b) of such Code 
which is set orth as Annex [X] /X to this Agreement. 

(e) The term “United States article” means an article which is 
the product of the United States, unless, in the case of an article 

reduced with the use of materials imported into the United 
States from any foreign country (except the Philippines) the 
aggregate value of such imported materials at the time of 
importation into the United States was more than twenty per 
centum of the value of the article imported into the Philippines, 
the value of such article to be determined in accordance with, 
and as of the time provided by, the customs laws of the Philippines 
in effect at the time of importation of such article. As used in 
this Subparagraph the term “value”, when used in reference 
to a material imported into the United States, includes the value 
of the material ascertained under the customs laws of the United 
States in effect at the time of importation into the United States, 
and, if not included in such value, the cost of bringing the mate- 
rial to the United States, but does not include the cost of landing 
it at the port of importation, or customs duties collected in the 
United States. For the purposes of this Subparagraph any im- 
ported material, used in the production of an article in the United 
States, shall be considered as having been used in the production 
of an article subsequently produced in the United States, which is 
the product of a chain of production in the United States in the 


74009°—57 H. Rept., 84-1, vol. 3-———81 
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course of which an article, which is the product of one stage of 
the chain, is used by its producer or another person, in a subse- 
quent stage of the chain, as a material in the production of 
another article. /¢ is understood that “United States articles” 
do not lose their status as such, for the purpose of Philippine 
tariff preferences, by reason of being imported into the Philip- 
pines from a country other than the United States or from an 
insular possession of the United States or by way of or via such 
a country or insular possession. ‘tote 
(£) The term “Philippine article” means an article which is the 
product of the Philippines, unless, in the case of an_ article 

roduced with the use of materials imported into the Philippines 
rom any foreign country (except the United States) the 
aggregate value of such imported materials at the time of im- 
portation into the ones ot sey was more than twenty per centum 
of the value of the article imported into the United States, the 
value of such article to be determined in accordance with, and as 
of the time provided by, the customs laws of the United States in 
effect at the time of importation of such article. As used in this 
Subparagraph the term “value”, when used in reference to a 
material imported into the Philippines, includes the value of the 
material ascertained under the customs laws of the Philippines 
in effect at the time of importation into the Philippines, and, if 
not included in such value, the cost of bringing the material to 
the Philippines, but does not include the cost of ianding it at the 
port of importation, or customs duties collected in the Philippines. 

or the purposes of this Subparagraph any imported material, 
used in the production of an article in the Philippines, shall be 
considered as having been used in the production of an article 
subsequently produced in the Philippines, which is the product 
of a chain of production in the Philippines in the course of 
which an article, which is the product of one stage of the chain, 
is used by its producer or another person, in a subsequent stage 
of the chain, as a material in the production of another article. 
It is understood that “Philippine articles” do not lose their 
status as such, for the purpose of United States tariff preferences, 
by reason of being imported into the United States from a 
country other than the Philippines or from an insular possession 
of the United States or by way of or via such a country or insular 
POssession. 

(g) The term “United States duty” means the rate or rates of 
ordinary customs duty which (at the time and place of entry, or 
withdrawal from warehouse, in the United States for consump- 
tion, of the Philippine article) would be applicable to a like 
article if imported from that foreign country which is entitled 
to the lowest rate, or the lowest aggregate of rates, of ordinary 
customs duty with respect to such like article. 

(h) The term “Philippine duty” means the rate or rates of ord!: 
nary customs duty which (at the time and place of entry, or with- 
drawal from warehouse, in the Philippines for consumption, of 
the United States article) would be applicable to a like article 
if imported from that foreign country which is entitled to the 
lowest rate, or the lowest. aggregate of rates, of ordinary customs 
duty with respect to such like article. 
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(i) The term “internal tax” includes an internal fee, charge, 
or exaction, and includes— 

(1) The tax imposed by Section [2491 (c)] 458/ of the In- 
ternal Revenue Code of the United States wnich is set forth 
as Annex [IX] V/// to this Agreement, with respect to an 
article, merchandise, or combination, ten per centum or more 
of the quantity by weight of which consists of, or is derived 
directly or indirectly from, one or more of the oils, fatty acids, 
or salts specified in Section [2470] 4511 of such Code which 
is set forth as Annex VII of this Agreement; and the tax 
imposed by Section [2500] 4507 (6) of such Code which is set 
forth as Annex [X] /X to this Agreement; and 

(2) Any other tax, fee, charge, or exaction, imposed on 
or in connection with importation unless the law of the coun- 
try imposing it designates or imposes it as a customs duty 
or contains a provision to the effect that it shall be treated 
as a duty imposed under the customs laws. 

2. For the purposes of Subparagraphs (g) and (h) of Paragraph 
1 of this Protocol— 

(a) If an article is entitled to be imported from a foreign coun- 
try free of ordinary customs duty, that country shall be consid- 
ered as the country entitled to the lowest rate of ordinary cus- 
toms duty with respect to such article; and 

(b) A reduction in ordinary customs duty granted any country, 
by law, treaty, trade agreement, or otherwise, with respect to 
any article, shall be converted into the equivalent reduction in 
the rate of ordinary customs duty otherwise applicable to such 
article. 

3. For the purposes of Paragraphs 1 and 2 of Article IV, any 
material, used in the production of an article, shall be considered 
as having been used in the production of an article subsequently pro- 
duced, which is the product of a chain of production in the course 
of which an article, which is the product of one stage of the chain, 
is used by its producer or another person, in a subsequent stage of 
the chain, as a material in the produccion of another article. 

4. The terms “includes” and “including” when used in a definition 
contained in this Agreement shall not be deemed to exclude other 
things otherwise within the meaning of the term defined. 


ANNEXES OF STATUTORY PROVISIONS REFERRED TO IN THE AGREE- 
MENT BETWEEN THE UNITED STATES OF AMERICA AND THE 
REPUBLIC OF THE PHILIPPINES REVISING THE AGREEMENT OF 
JULY 4, 18916 CONCERNING TRADE AND RELATED MATTERS DURING 
A TRANSITIONAL PERIOD FOLLOWING THE INSTITUTION OF 
PHILIPPINE INDEPENDENCE * 


Annex I 
Sugar Act of [1937] 1948 of the United States, as amended to 
[May 1, 1946.]? 
Srcrion 101. For the purposes of this Act, except Title [IV] V— 
“(e) The term ‘direct-consumption sugar’ means any sugars which 


are principally of crystalline structure and which are not to be further 


?The annexes as here presented are included for purposes of information only, and are 
‘ot a part of the legislation requested. They will be revised to reflect any additional 
changes which occur before the date of signature of the revising agreement. 


H. Rept. 934, 84-1——-5 
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refined or otherwise improved in quality.” [[(50 Stat.) Pt. 1 (903, 
Ch. 898) J 61 Stat., Pt. 1, 922 


Annex IT 


Tariff Act of 1930 of the United States, as amended to [May 
1, 1946.]? 

“Par. 1622. a binding twine and twine chiefly used for baling hay, 
straw, and other fodder and bedding materials, manufactured from 
Nw Zealand hemp, henequen, manila, istle or Tampico fibre, sisal- 
grass, or sunn, or a mixture of any two or more of them, of single ply 
and measuring not exceeding seven hundred and fifty feet to the 
pound.” [[(46 Stat.) Pt. 1 (675, Ch. 497)] 46 Stat., Pt. 1, 675; 65 


Stat. 655 
Annex III 


Tariff Act of 1930 of the United States, as amended to [May 
1, 1946.7? 

“Par. 602. The term ‘wrapper tobacco’ as used in this title means 
that quality of leaf tobacco which has the requisite color, texture, and 
burn, and is of suflicient size for cigar wrappers, and the term ‘filler 
tobacco’ means all other leaf tobacco...” [(46 Stat.) Pt. 1 (631, 
Ch. 497) J 46 Stat., Pt. 1, 631 


Annex IV 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.]? 

(“Chapter 16—Oleomargarine, adulterated butter, and process or 
renovated butter.J 


[“‘Src. 2306. Importation.] “Sec. 4591. Imposirion or Tax. 
[All] “(a) Rare.—There is hereby imposed on all oleomargarine 
imported from foreign countries [shall,], in addition to any import 
duty imposed on the same, [pay] an internal revenue tax of [fifteen] 
15 cents per pound, such tax to be represented by coupon stamps [as in 
the case of oleomargarine manufactured in the United States}... .” 
“Src. 2300. Oleomargarine defined.J] ‘Sec. 4592. Derinirions. 
“(a) Oreomaraarine.—For the purposes of [this chapter, and of 
sections 8200 and 3201,] section 4591, certain manufactured sub- 
stances, certain extracts, and certain mixtures and compounds, includ- 
ing such mixtures and compounds with butter, shall be known and 
designated as ‘oleomargarine,’ namely: All substances known prior 
to August 2, 1886, as oleomargarine, oleo, oleomargarine oil, butterine, 
Jardine, suine, and neutral; all mixtures and compounds of oleomar- 
garine, oleo, oleomargarine oil, butterine, lardine, suine, and neutral; 
all lard extracts and tallow extracts; and all mixtures and compounds 
of tallow, beef fat, suet, lard, lard oil, fish oil or fish fat, vegetable oil, 
annatto, and other coloring matters, intestinal fat, and offal fat ;—if 
(1) made in imitation or semblance of butter, or (2) calculated or 
intended to be sold as butter or for butter, or (3) churned, emulsified, 
or mixed in cream, milk, water, of other liquid, and containing mois- 


* The date of signature of the revising agreement is to be inserted here. 
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ture in excess of [one] 7 per centum [per centum] or common salt.” 
68A Stat. 645 
Sec. 4593. Exemprion. 

[This section] ‘‘(a) SuHorrenina or Conptments.—Section 4591 
shall not apply to puff-pastry shortening not churned or emulsified 
in milk or cream, and having a melting point of [one hundred and 
eighteen] 7/8 degrees Fahrenheit or more, nor to any of the following 
containing condiments and spices: salad dressings, mayonnaise dress- 
ings, or mayonnaise products, nor to liquid emulsion, pharmaceutical 
preparations, oil meals, liquid preservatives, illuminating oils, cleans- 
ing compounds, or flavoring compounds.” [[(53 Stat.) 247 and 248." 
68A Stat. 546 

Annex V 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.]? 
Sec. 4812. Imporration oF ApDULTERATED Borrer 

“There shall be imposed upon adulterated buiter imported from a 
foreign country, in addition to any import duty imposed on the same, 
an internal revenue tax of 15 cents per pound, such tax to be repre- 
sented by coupon stamps as in the case of adulterated butter manufac- 
tured in the United States ...” 68A Stat. 671 
[“See 2327. Other laws applicable. 

[“(a) Otzomarcartne.—The provisions of sections 2301 (a) (2), 
2305 to 2311, inclusive (except dilenisienn (a), (b) and (h) of section 
2308), and section 8791 (a) (1), shall apply to the manufacturers of 
adulterated butter to an extent necessary to enforce the marking, 
branding, identification, and regulation of the exportation and im- 
portation of adulterated butter. 53 Stat. 255.” (53 Stat.) Pt. 1 (247, 
250, 252, 253, and 255, Ch. 2)J 
“Sec. [2320] 4826. [Definitions.}] Derrvrrrons. 

“(a) Burrer.—For the purpose of this [chapter and sections 3206 
and 3207,] part, the word ‘butter’ shall be understood to mean the 
food product usually known as butter, and [which is] made exclu- 
sively from milk or cream, or both, with or without common salt, and 
with or without additional coloring matter. 

“(b) ApuLTERATeD Burrer.—‘Adulterated butter’ is defined to 
mean a grade of butter produced by mixing, reworking, rechurning 
in milk or cream, refining, or in any way producing a uniform, puri- 
fied, or improved product from different lots or parcels of melted or 
unmelted butter or butter fat, in which any acid, alkali, chemical, or 
any substance whatever is introduced or used for the purpose or with 
the effect of deodorizing or removing therefrom rancidity, or any 
butter or butter fat with which there is mixed any substance foreign 
to butter as defined in subsection (a), with intent or effect of cheapen- 
ing in cost the product, or any butter in the manufacture or manipula- 
tion of which any process or material is used with intent or effect of 
causing the absorption of abnormal quantities of water, milk, or 
cream.” [[53 Stat. 252 and 253."J 68A Stat. 576 


* The date of signature of the revising agreement is to be inserted here. 
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Annex VI 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.]? 
[‘‘Sec. 2356. Importation.] ‘Sze. 4831. Imposition or Tax. 

[All] “(d) Larorren.—There shall be imposed upon all filled cheese 
[as defined in section 2350 (b)] imported from a@ foreign [countries] 
country, [shall,] in addition to any import duty imposed on the same, 
[pay] an internal revenue tax of 8 cents per pound; [such tax to be 
represented by coupon stamps;] and such imported filled cheese and 
the packages containing the same shall be stamped, marked, and 
branded, as in the case of filled cheese manufactured in the United 
States.” [53 Stat. 258.” (53 Stat.) Pt. 1 (256 and 258, Ch. 2)] 684 
Stat. 577 
[‘‘Sec. 2350. Definitions.] “Sze. 4846. Derinirions. 

“For the purposes of this [chapter and sections 3210 and 3211—] 
part— 

[“(a)] “(7) Crerse.—The word ‘cheese’ shall be understood to 
mean the food product known as cheese, and [which is] made from 
milk or cream and without the addition of butter, or any animal, 
vegetable, or other oils or fats foreign to such milk or cream, with 
or without additional coloring matter. 

[“(b)] “(2) Fittep Cuersr.—Certain substances and compounds 
shall be known and designated as ‘filled cheese,’ namely: All sub- 
stances made of milk or skimmed milk, with the admixture of butter, 
animal oils or fats, vegetable or any other oils, or compounds foreign 
to such milk, and made in imitation or semblance ol. duhate: Sub- 
stances and compounds, consisting principally of cheese with added 
edible oils, which are not sold as cheese or as substitutes for cheese but 
are primarily useful for imparting a natural cheese flavor to other 
foods shall not be considered ‘filled cheese’ within the meaning of this 
[chapter.] part.” [53 Stat. 256." 68A Stat. 579 


Annex VII 


Internal Revenue Code of 1954 of the United States, as amended 
to [May 1, 1946.}? 
[“‘Src. 2470. Tax.J “Sec. 4511. Imposirion or Tax. 
[“(a) Rate.J 
[“(1) In general] “(a) Genersat.—There [shall be] is hereby 
imposed upon the first domestic processing of coconut oil, palm oil, 
palm-kernel oil, fatty acids derived from any of the foregoing oils, 
salts of any of the foregoing (whether or not such oils, fatty acids or 
salts have been refined, sulphonated, sulphated, hydrogenated, or 
otherwise processed), or any combination or mixture containing 4 
substantial quantity of any one or more of such oils, fatty acids, or 
salts, a tax of [three] 3 cents per pound, to be paid by the processor. 
[“ (2) “() Apprrionat Rare on Coconut Or.—There [shall be] 
is hereby imposed (in addition to the tax imposed by the preceding 
subsection) a tax of [two] 2 cents per pound, to be paid by the proces- 
sor, upon the first domestic processing of coconut oil or of any com- 
bination or mixture containing a substantial quantity of coconut oil 
with respect to which oil there has been no previous first domesti¢ 





#The date of signature of the revising agreement is to be inserted here. 
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processing. [except that the tax imposed by this sentence shall not 
apply when it is established, in accordance with regulations prescribed 
by the Commissioner with the approval of the Secretary, that such 
coconut oil (whether or not contained in such a combination or mix- 
ture), (A) is wholly the production of the Philippine Islands or any 
possession of the United States, or (B) was produced wholly from 
materials the growth or production of the Philippine Islands or any 
possession of the United States, or (C) was brought into the United 
States on or before June 9, 1934, or produced from materials brought 
into the United States on or before June 9, 1934, or (D) was purchased 
under a bona fide contract entered into prior to April 26, 1934, or pro- 
duced from materials purchased under a bona fide contract entered 
into prior to April 26, 1934.] 

“(e) Termination or Apprrionat Rate.—The tax imposed by [this 


paragraph] subsection (b) shall not apply to any domestic processing 
after July 3, 1974.” 


[“(b) Exemption.—] 
“Src. 4513. Exemprions. 

“(a) Acts anp Satts Previousty Taxep.—The tax under [subsec- 
tion (a) J section 4511 shall not apply— 

“(1) with respect to any fatty acid or salt resulting from a pre- 
vious first domestic processing taxed under such section or upon 
which an import tax has been paid under [Chapter 22,] subchapter 
E of chapter 38, or 

“(2) with respect to any combination or mixture by reason of 
its containing an oil, fatty acid, or salt with respect to which there 
has been a previous first domestic processing or upon which an 
import tax has been paid under rChapter 22.) subchapter EF of 
chapter 38. 

(6) From Appirionat Tax on Coconut O11.—T he additional tax 
[except that the tax] imposed by [this sentence] section 4511 (b) shall 
not apply when it is established, in accordance with regulations pre- 
scribed by the [Commissioner with the approval of the Secretary,] 
Secretary or his delegate, that [such] the coconut oil (whether or not 
contained in [such] a combination or mixture) — 

[(A)]“(/) is wholly the production of the Philippine Islands, 
ford any possession of the United States, or the Territory of the 

acific Islands (hereinafter in this paragraph referred to as 
the ‘Trust Territory’), or 

[B] “(2) was produced wholly from materials the growth or 
Peicces of the Philippine Islands, Lor] any possessions of the 

Jnited States, or the Trust Territory ... 
68A Stat. 536-537 

[“(c) Importation prior to August 21, 1936.—Notwithstanding the 
provisions oF subsections (a) and (b) of this section, the first domestic 
processing of sunflower oil or sesame oil (or any combination or mix- 
ture containing a substantial quantity of sunflower oil or sesame oil), 
if such oil or such combination or mixture or such oil contained therein 
was imported prior to August 21, 1936, shall be taxed in accordance 
with the provisions of section 60214 of the Revenue Act of 1934, 48 
Stat. 763, in force on June 22,1936, 53 Stat. 264.” (53 Stat.) Pt.1 
(264 and 265, Ch. 2; Pub. Law 371—79th Cong.) J 

[An Act of the United States to suspend in part the processing 
tax on coconut oil, as amended to May 1, 1946.] 
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[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That section 2470 
(a) (2) of the Internal Revenue Code is hereby suspended : Provided, 
That if the President after receipt by him of a request from the Gov- 
ernment of the Commonwealth of the Philippine Islands that the sus- 
pension of section 2470 (a) (2) be terminated, shall find that adequate 
supplies of copra, coconut oil, or both, the product of the Philippine 
Islands, are readily available for processing in the United States, he 
shall so proclaim; and thirty days after such proclamation, the sus- 
pension of section 2470 (a) (2) of the Internal Revenue Code, shall 
terminate. 

[‘‘Sec. 2. This Act shall become effective the day following its 
enactment, and shal] terminate on June 30, 1946.”. (56 Stat.) Pt. 1 
(752 and 753, Ch. 560) ; (58 Stat.) Pt. 1 (647, Ch. 332)] - 


[Annex VIII 


[Act of March 24, 1934 of the United States, as amended to May 
1, 1946. 

[“Sec. 8. (a) Effective upon the acceptance of this Act by concur- 
rent resolution of the Philippine Legislature or by a convention called 
for that purpose, as eae’ in section 17— 

[“(1) For the purposes of the Immigration Act of 1917, the Immi- 
nen Act of 1924 (except section 13 (c), this section, and all other 

aws of the United States relating to the immigration, exclusion, or 
expulsion of aliens, citizens of the Philippine Islands who are not 
citizens of the United States shall be considered as if they were aliens. 
For such purposes the Philippine Islands shall be considered as a 
separate country and shall have for each fiscal year a quota of fifty. 
This paragraph shall not apply to a person coming or seeking to come 
to the Territory of Hawaii who does not apply for and secure an immi- 
gration or passport visa, but such immigration shall be determined by 
the Department of the Interior on the basis of the needs of industries 
in the Territory of Hawaii. 48 Stat. 462.” (48 Stat.) Pt. 1 (462, 


Ch. 84)] 
Annex [IX] V/// 


Internal Revenue Code of 1954, of the United States, as amended 

to [May 1, 1946]? 

“Spo. [2490.] 4581. Iarreosrrion or Tax. 

“In addition to any other tax or duty imposed by law, there [shall 
be] ts hereby imposed upon the following articles imported into the 
United States, unless treaty provisions of the United States otherwise 
provide, a tax at the rates set forth, [in section 2491,] to be paid by 
the importer—{[[53 Stat. 267.”"J 
[Sec. 2491. Rate of Tax.J 

a! Tape iit, 

“Any article, merchandise, or combination (except oils specified 
in section [2470) J, 45/7), 10 [per centum] percent or more of the 
quantity by weight of which consists of, or is derived directly or 
indirectly from, one or more of the products specified [above in 
this paragraph] in sections 4561 and 4571, or of the oils, fatty 
acids, or salts specified in section [2470,] 45/7, a tax at the rate 
or rates per pound equal to that proportion of the rate or rates 
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prescribed in [this paragraph or such section 2470] sections 4561 
and 4571 or section 4511 in respect of such product or products 
which the quantity by weight of the imported article, merchan- 
dise, or combination, consisting of or derived from such product 
or products, bears to the total weight of the imported article, 
merchandise, or combination ; 

“Sec. 4582. Exemprions. 

“(a) Certain Natrvrat O1rs.—There shall not be taxable under 
{this subparagraph] section 4581 any article, merchandise, or ‘com- 
bination t other than an oil, fat, or grease, and other than products re- 
sulting from processing seeds without full commercial extraction of 
the oil content), by reason of the presence therein of an oil, fat, or 
grease which is a natural component of such article, merchandise, or 
combination and has never had a separate existence as an oil, fat, 
or grease.” [[53 Stat. 267 and 268.” (53 Stat.) Pt. 1 (267 and 268, 
Ch. 2) J 68A Stat. 544 

Annex [X] /X 


Internal Revenue Code of 1954 of the United States, as amended 

to [May 1, 1946]? 

Pesos seo 32. Sugar.J 
“Seo. 3500. Rate of Tax.J 
“Sec. 4501. Imposirrion or Tax. 

“(6) Imporr Tax.—In addition to any other tax or duty imposed 
by law, there [shall be] is hereby Sinibodebd, under such regulations as 
the [Commissioner of Customs] Secretary or his delegate shall pre- 
scribe, [with the approval of the Secretary,] a tax upon articles im- 
ported or brought into the United States as follows: 

“(1) on all manufactured sugar testing by the polariscope 
[ninety-two] 92 sugar degrees, 0.465 cent per pound, and, for each 
additional sugar degree shown by the polariscopic test, 0.00875 
cent per pound additional, and fractions of a degree in proportion; 

“(2) on all manufactured sugar testing by the polariscope less 
than [ninety-two] 92 sugar degrees, 0.5144 cent per pound of the 
total sugars therein; 

“(3) on all articles composed in chief value of manufactured 
sugar, 0.5144 cent per pound of the total sugars therein.” [53 
Stat. 428."] 68A Stat. 533 

“Sec. [3507] 4402. Derrinirions, 
“For the purposes of this subchapter.— 

[b] “(2) Mawnuracrurep sucar—The term ‘manufactured 
sugar’ means any sugar derived from sugar beets or sugarcane, 
which is not to be, and which shall not be, further refined or 
otherwise improved in quality ; except sugar in liquid form which 
contains nonsugar solids (excluding any foreign substance that 
may have been added or developed in the product) equal to more 
than 6 per centum of the total soluble solids [J] and except also 
sirup of cane juice produced from [sugar cane] sugarcane grown 
in continental United States. The grades or types of sugar within 
the meaning of this definition shall include, but shall not be 
limited to, granulated sugar, lump sugar, cube sugar, powdered 


* The date of signature of the revising agreement is to be inserted here. 
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sugar, sugar in the form of blocks, cones, or molded shapes, con- 
fectioners’ sugar, washed sugar, centrifugal sugar, clarified sugar, 
tubinado sugar, plantation white sugar, muscovado sugar, re- 
finers’ soft sugar, invert sugar mush, raw sugar, sirups, molasses, 
and sugar mixtures, 

[‘‘(c)] “(4) Tora sucars.—The term ‘total sugars’ means the 
total amount of the sucrose (Clerget) and of the reducing or 
invert sugars. The total sugars contained in any grade or type 
of manufactured sugar shall be ascertained in the manner pre- 
scribed in paragraphs 758, 759, 762, and 763 of the United States 
Customs Regulations (1931 edition).” [[(53 Stat.) Pt. 1 (426, 
428, and 429, Ch.2).] 68A Stat. 534 


Annex [XI] X 
Constitution of the Philippines as amended to [May 1, 1946.} 


“ArticLe I.—THe NaTionau TERRITORY 
“Section 1. The Philippines comprises all the territory ceded to 


the United States by the Treaty of Paris concluded between the 
United States and Spain on the tenth day of December, eighteen 
hundred and ninety-eight, the limits of which are set forth in Article 
III of said treaty, together with all the islands embraced in the 
treaty concluded at Washington, between the United States and 
Spain on the seventh day of November, nineteen hundred, and in the 
treaty concluded between the United States and Great Britain on the 
second day of January, nineteen hundred and thirty, and all territory 
over which the present Government of the Philippine Islands exercises 
jurisdiction.” 


®The date of signature of the revising agreement is to be inserted bere. 
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CHANGES IN Existinac Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PHILIPPINE TRADE ACT OF 1946 


{AN ACT 
{To provide for trade relations between the United States and ibe Philippines, and for other purposes 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


{TITLE I—SHORT TITLE AND DEFINITIONS 


{SECTION 1. SHORT TITLE, 

{This Act may be cited as the ‘‘ Philippine Trade Act of 1946’. 
[SEC. 2. DEFINITIONS. 

[(a) For the purposes of this Act— 

[(1) The term “person” includes partnerships, corporstions, and 
associations 

{(2) The term “United States”, when used in a geographical sense, means 
the States, the District of Columbia, the Territories of Alaska and Hawaii, 
and Puerto Rico. 

{(3) The term “ordinary customs duty” means a customs duty based on 
the article as such (whether or not such duty is also based in any manner 
on the use, value, or method of production of the article; or on the amount 
of like articles imported, or on any other factor); but does not include— 

[(A) a customs duty based on an act or omission of any person with 
respect to the importation of the article, or of the country from which 
the article is exported, or from which it comes; or ~ 

({(B) a countervailing duty imposed to offset a subsidy, bounty, or 
grant; or 

C(C) an antidumping duty imposed to offset the selling of mer- 
chandise for exportation at a price less than the prevailing price in the 
country of export; or 

([(D) any tax, fee, charge, or exaction, imposed on or in connection 
with importation unless the law of the country imposing it designates 
or imposes it as a customs duty or contains a provision to the effect 
that it shall be treated as a duty imposed under the customs laws; or 

[(E) the tax imposed by section 2491 (c) of the Internal Revenue 
Code with respect to an article, merchandise, or combination, 10 per 
centum or more of the quantity by weight of which consists of, or is 
derived directly or indirectly from, one or more of the oils, fatty acids, 
or salts specified in section 2470 of the Internal Revenue Code; or the 
tax imposed by section 3500 of the Internal Revenue Code. 

((4) The term “Philippine article’ means an article which is the product 
of the Philippines, unless, in the case of an article produced with the use of 
materials imported into the Philippines from any foreign country (except the 
United States) the aggregate value of such imported materials at the time of 
importation into the ‘Philippines was more than twenty per centum of the 
value of the article imported into the United States, the value of such article 
to be determined in accordance with, and as of the time provided by, the 
customs laws of the United States in effect at the time of importation of such 
article. As used in this paragraph the term ‘‘value’”’, when used in reference 
to a material imported into the Philippines, includes the value of the material 
ascertained under the customs laws of the Philippines in effect at the time of 
importation into the Philippines, and, if not included in such value, the cost 
of bringing the material to the Philippines, but does not include the cost of 
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landing it at the port of importation, or customs duties collected in the 
Philippines. For the purposes of this paragraph any imported material, 
used in the production of an article in the Philippinés; shall be considered as 
having been used in the production of an article subsequently produced in 
the Philippines, which is the product of a chain of production in the Philip- 
pines in the course of which an article, which is the product of one stage of 
the chain, is used by its producer or another person, in a subsequent stage of 
the chain, as a material in the production of another article. 

[(5) The term ‘‘United States article” means an article which is the 
product of the United States, unless, in the case of an article produced with 
the use of materials imported into the United States from any foreign country 
(except the Philippines) the aggregate value of such imported materials at 
the time of importation into the United States was more than twenty per 
centum of the value or the article imported into the Philippines, the value 
of such article to be determined in accordance with, and as of the time pro- 
vided by, the customs laws of the Philippines in effect at the time of importa- 
tion of such article. As used in this paragraph the term ‘‘ value”, when used 
in reference to a material imported into the United States, includes the value 
of the material ascertained under the customs laws of the United States in effect 
at the time of importation into the United States, and, if not included in 
such value, the cost of bringing the material to the United States, but does 
not include the cost of landing it at the port of importation, or customs duties 
collected in the United States. For the purposes of this paragraph any 
imported material, used in the production of an article in the United States, 
shall be considered as having been used in the production of an article subse- 
quently produced in the United States, which is the product of a chain of 
production in the United States in the course of which an article, which is 
the product of one stage of the chain, is used by its producer or another per- 
son, in a subsequent stage of the chain, as a material in the production of 
another article. 

((6) The term “United States duty” means the rate or rates of ordinary 

; customs duty which (at the time and place of entry, or withdrawal from ware- 

house, in the United States for consumption, of the Philippine article) would 
be applicable to a like article if imported from that foreign country which is 
entitled to the lowest rate, or the lowest aggregate of rates, of ordinary cus- 
toms duty with respect to such like article. 

{(7) The term “Philippine duty’? means the rate or rates of ordinary 
customs duty which (at the time and place of entry, or withdrawal from ware- 
house, in the Philippines for consumption, of the United States article) 
would be applicable to a like article if imporved from that foreign country 
which is entitled to the lowest rate, or the lowest aggregate of rates, of ordi- 
nary customs duty with respect to such like article. 

[(8) The term ‘internal tax’’ includes an internal fee, charge, or exaction, 
and ineludes— 

{(A) the tax imposed by section 2491 (c) of the Internal Revenue 
Code with respect to an article, merchandise, or combination, 10 per 
centum or more of the quantity by weight of which consists of, or is 
derived directly or indirectly from, one or more of the oils, fatty acids, or 
salts specified in section 2470 of the Internal Revenue Code; and the 
tax imposed by section 3500 of the Internal Revenue Code; and 

{(B) any other tax, fee, charge, or exaction, imposed on or in connec- 
tion with importation unless the law of the country imposing it designates 
or imposes it as a customs duty or contains a provision to the effect that 
it shall be treated as a duty imposed under the customs laws. 

{(b) For the purposes of sections 221 (b) and 321 (b), any material, used in the 
production of an article, shall be considered as having been used in the production 
of an article subsequently produced, which is the product of a chain of production 
in the course of which an article, which is the product of one stage of the chain, is 
used by its producer or another person, in a subsequent stage of the chain, as 4 
material in the production of another article. 

{(c) For the purposes of paragraphs (6) and (7) of subsection (a) of this sec- 
tion— 

{(1) if an article is entitled to be imported from a foreign country free of 
ordinary customs duty, that country shall be considered as the country en- 
titled to the lowest rate of ordinary customs duty with respect to such article; 
and 

[(2) a reduction in ordinary customs duty granted any country, by law, 
treaty, trade agreement, or otherwise, with respect to any article, shall be 
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converted into the equivalent reduction in the rate of ordinary customs duty 
otherwise applicable to such article. 
[(d) The terms “includes” and “including” when used in a definition contained 
in this Act shall not be deemed to exclude other things otherwise within the mean- 
ing of the term defined. 


(TITLE II—LAWS AND PROPOSED OBLIGATIONS OF UNITED STATES 


[Part 1—Customs Duties 
{SEC. 201. FREE ENTRY OF PHILIPPINE ARTICLES. 


[During the period from the day after the date of the enactment of this Act to 
July 3, 1954, both dates inclusive, Philippine articles entered, or withdrawn from 
warehouse, in the United States for consumption shall be admitted into the United 
States free of ordinary customs duty. 

(SEC, 2022. ORDINARY CUSTOMS DUTIES ON PHILIPPINE ARTICLES. 


[(a) Jury 4, 1954-JuLy 3, 1974.—The ordinary customs duty to be collected 
on Philippines articles, which during the following portions of the period from 
July 4, 1954, to July 3, 1974, both dates inclusive, are entered, or withdrawn from 
warehouse, in the United States for consumption, shall be determined by applying 
the following percentages of the United States duty: 

(1) JULY 4 TO DECEMBER 31, 1954.—During the period from July 4, 1954, 
to December 31, 1954, both dates inclusive, 5 per centum. 

(2) CALENDAR YEAR 1955.—During the calendar year 1955, 10 per centum. 

(3) CALENDAR YEARS 1956-1972.—During each calendar year after the 
calendar year 1955 until and including the calendar year 1972, a percentage 
equal to the percentage for the preceding calendar year increased by 5 per 
centum of the United States duty 

(4) PERCENTAGE AFTER 1972.—During the period from January 1, 1973, 
to July 3, 1974, both dates inclusive, 100 per centum. 

CS) EXCEPTIONS TO ABOVE RULES.—The provisions of this subsection 

shall not be applicable to the classes of articles referred to in section 214 (a) 
of Part 2 of this title (relating to quotas). 

[(b) Periop Arrer Jury 3, 1974.—The ordinary customs duty to be collected 
on Philippine articles which after July 3, 1974, are entered, or withdrawn from 
warehouse, in the United States for consumption, shall be determined without 
regard to the provisions o. subsection (a) of this section or of section 214. 

(SEC, 208. CUSTOMS DUTIES OTHER THAN ORDINARY. 


[Customs duties on Philippine articles, other than ordinary customs duties, 
shall be determined without regard to the provisions of sections 201 and 202 (a), 
but shall be subject to the provisions of section 204. 

(SEC. 204. EQUALITY IN SPECIAL IMPORT DUTIES, ETC. 


E(a) With respect to Philippine articles imported into the United States, no 
duty on or in connection with importation shall be collected or paid in an amount 
in excess of the duty imposed with respect to like articles which are the product 
of any other foreign country, or collected or paid in any amount if the duty is 
not imposed with respect to such like articles. 

[(b) As used in this section the term ‘‘duty” includes taxes, fees, charges, or 
exactions, imposed on or in connection with importation; but does not include 
internal taxes or ordinary customs duties. 

(SEC. 2065. EQUALITY IN DUTIES ON PRODUCTS OF PHILIPPINES. 


{(a) With respect to products of the Philippines, which do not come within 
the definition of Philippine articles, imported into the United States, no duty on 
or in connection with importation shall be collected or paid in an amount in excess 
of the duty imposed with respect to like articles which are the product of any 
other foreign country (except Cuba), or collected or paid in any amount if the 
duty is not imposed with respect to such like articles which are the product of 
any other foreign country (except Cuba). 

(b) As used in this section the term “duty” includes taxes, fees, charges, or 
exactions, imposed on or in connection with importation; but does not include 
internal taxes, 
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[Part 2—Quotas 


[SEC. 211. ABSOLUTE QUOTA ON SUGARS. 
(a) Derinirion or Puitippine SuGars.—For the purpose of this section, an 
article shall not be considered ‘‘Philippine sugars’’ unless it is a Philippine article, 

({(b) Derrnition or Rerinep Sucars.—As used in this section the term “re- 
fined sugars’”’ has the same meaning as the term “direct-consumption sugar’’ as 
defined in section 101 of the Sugar Act of 1937. 

[(c) Amount or Quota.—During the period from January 1, 1946, to July 3, 
1974, both dates inclusive, the total amount of all Philippine sugars which, in any 
calendar year, may be entered, or withdrawn from warehouse, in the United States 
for consumption, shall not exceed 952,000 short tons (the equivalent of 850,000 
long tons), of which not to exceed 56,000 short tons (the equivalent of 50,000 long 
tons) may be refined sugars; except that during the period from January 1, 1974, 
to July 3, 1974, both dates inclusive, such total amount shall not exceed 476,000 
short tons (the equivalent of 425,000 long tons), of which not to exceed 28,000 short 
tons (the equivalent of 25,000 long tons) may be refined sugars. 

[(d) ALLocaTiIon or Quotas For Unrerinep Sucars.—The quota for unre- 
fined sugars, including that required to manufacture the refined sugars, established 
by this section, shall be allocated annually to the sugar-producing mills and planta- 
tion owners in the Philippines in the calendar year 1940 whose sugars were ex- 
ported to the United States during such calendar year, or their successors in inter- 
est, proportionately on the basis of their average annual production (or in the case 
of such a successor in interest, the average annual production of his predecessor 
in interest) for the calendar years 1931, 1932, and 1933, and the amount of sugars 
which may be so exported shall be allocated in each year between each mill and 
the plantation owners on the basis of the proportion of sugars to which each mill 
and the plantation owners are respectively entitled, in accordance with any 
milling agreements between them, or any extension, modification, or renewal 
thereof. 

[(e) ALLocation or Quotas For Rerinep Sucars.—The quota for refined 
sugars established by this section shall be allocated annually to the manufacturers 
of refined sugars in the Philippines in the calendar year 1940 whose refined sugars 
were exported to the United States during such calendar year, or their successors 
in interest, proportionately on the basis of the amount of refined sugars produced 
by each such manufacturer (or in the case of such successor in interest, the 
amount of refined sugars produced by his predecessor in interest) which was 
exported to the United States during the calendar year 1940, 

{SEC. 212. ABSOLUTE QUOTA ON CORDAGE. 

{(a) Derinirion or “‘CorpaGce’”’.—As used in this section the term ‘‘cordage” 
includes yarns, twines (including binding twine described in paragraph 1622 of 
the Tariff Act of 1930, as amended), cords, cordage, rope, and cable, tarred or 
untarred, wholly or in chief value of manila (abaca) or other hard fiber. 

{(b) Derinition oF “Puitippinge CorpaGce”’.—For the purpose of this section, 
an article shall not be considered “Philippine cordage”’ unless it is a product of 
the Philippines. 

{(c) Amount or Quota.—During the period from January 1, 1946, to July 3, 
1974, both dates inclusive, the total amount of all Philippine cordage which, in 
any calendar year, may be entered, or withdrawn from warehouse, in the United 
States for consumption, shall not exceed 6,000,000 pounds; except that during 
the period from January 1, 1974, to July 3, 1974, both dates inclusive, such total 
amount shall not exceed 3,000,000 pounds. 

[(d) Autocation or Quoras.—The quota for cordage established by this 
section shall be allocated annually to the manufacturers of cordage in the Philip- 
pines in the calendar year 1940 whose cordage was exported to the United States 
during such calendar year, or their successors in interest, proportionately on the 
basis of the amount of cordage produced by each such manufacturer (or in the 
ease of such successor in interest, the amount of the cordage produced by his 
predecessor in interest) which was exported to the United States during the 
twelve months immediately preceding the inauguration of the Commonwealth of 
the Philippines. 

(SEC. 213. ABSOLUTE QUOTA ON RICE. 

{(a) Derinition or Rice.—As used in this section the term “rice’’ includes 
rice meal, flour, polish, and bran. 

{(b) Derinition or Puitippine Rice.—For the purposes of this section, a0 
article shall not be considered ‘Philippine rice’’ unless it is a Philippine article. 
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(ec) Amount or Quota.—During the period from January 1 , 1946, to July 3, 
1974, both dates inclusive, the total amount of all Philippine rice which, in any 
calendar year may be entered, or withdrawn from warehouse, in the United States 
for consumption, shall not exceed 1,040,000 pounds; except that during the 
period from January 1, 1974, to July 3, 1974, both dates inclusive, such total 
amount shall not exceed 520,000 pounds. 

[SEC. 214. ABSOLUTE AND DUTY-FREE QUOTAS ON CERTAIN ARTICLES. 
[(a) AssoLtuTe Quotas.— 
Amount or quota.—During the period from January 1, 1946, to July 3, 

1974, both dates inclusive, the total amount of the following articles which 

are Philippine articles, and which, in any calendar year, may be entered, or 

withdrawn from warehouse, in the United States for consumption, shall not 
exceed the amounts specified as to each: 

C(1) Cigars (exclusive of cigarettes, cheroots of all kinds, and paper 
cigars and cigarettes, including wrappers), two hundred million cigars; 

[(2) Scrap tobacco, and stemmed and unstemmed filler tobacco described 
in thee 602 of the Tariff Act of 1930, as amended, six million five 
hundred thousand pounds; 

(3) Coconut oil, two hundred thousand long tons; and 
(4) Buttons of pearl or shell, eight hundred and fifty thousand gross. 

During the period from January 1, 1974, to July 3, 1974, both dates inclusive, 

such total amount shall not exceed one-half of the amount above specified 

with respect to each class of articles, respectively. 
((b) Dutry-Free Quotas.— 

((1) In cenerat.—Philippine articles falling within one of the classes 
specified in subsection (a) of this section, which during the period from 
January 1, 1946, to July 3, 1974, both dates inclusive, are entered, or with- 
drawn from warehouse, in the United States for consumption, shall be free 


of ordinary customs duty, in the quantities and for the periods set forth in 
the following table: 














CPERIODS . 
[Calendar Year] AMOUNT OF DUTY-FREE QUOTAS 
Cigars Referred, Tobacco Re- Buttons of 
to in Subsec- | ferred toin | Coconut |“ Peart og 
tion (a) (1) | Subsection | Shell 
(a) (2) 
{Number} {Pounds} {Loag Tons}; [Gross] 

Each of calendar years 1946-54............ 200, 000, 000 6, 500, 000 200, 000 850, 000 
i pvbnca led (Mis thistle dénddnsdcddens 190, 000, 000 6, 175, 000 190, 000 807, 500 
SE cinpentelp ici Udathiineiutdie dindionsgladabit 189, 000, 000 5, 850, 000 180, 000 765, 000 
po SORA. ele ES tales RB” AO tae ef 170, 000, 000 5, 525, 000 170, 000 722, 500 
Wdinddinadésetncdcatebhchcvodknkaieoane 160, 000, 000 5, 200, 000 160, 000 680, 000 
Es ee ae aes eer eee 150, 000, 000 4, 875, 000 150, 000 637, 500 
leit iret oniebcenalststenchdin ntidinalditinieeiben atin’ 149, 000, 000 4, 550, 000 140, 000 595, 000 
piel aie a0 Dt iy id 6S ee we 139, 000, 000 4, 225, 000 130, 000 552, 500 
Wihcnkaddercndhceh Weuckbarntpoubacene 120, 000, 000 3, 900, 000 129, 000 510, 000 
Pe idb kinautdddwignbhhssbicdstiadbewas 119, 000, 000 3, 575, 000 116, 000 467, 500 
Be itinditidncdncghssshtnadnsheadaadngdbe 100, 000, 000 3, 250, 000 100, 000 425, 000 
00, 009, 000 2, 925, 000 90, 900 382, 500 
80, 000, 000 2, 600, 000 80, 0100 340, 000 
70, 000, 000 2, 275, 000 70, 000 297, 500 
60, 000, 000 1, 950, 000 | 60, 000 255, 000 
50, 000, 000 1, 625, 000 50, 000 212, 500 
40, 000, 000 1, 300, N00 49, 000 170, 000 
30, 900, 000 975, 000 30, 000 127, 560 
20, 000, 000 650, 000 20, 000 85, 000 

10, 000, 000 325, 000 10, 000 2, 

0 0 0 




















[(2) Dury ON IMPORTS IN EXCESS OF DUTY-FREE QvoTa.—Any such 
Philippine article so entered or withdrawn from warehouse in excess of the 
duty-free quota provided in paragraph (1) shall be subject to 100 per centum 
of the United States duty, despite the provisions of section 202 of this title 
(which provides rates of less than 100 per centum of the United States duty 
with respect to Philippine articles). Nothing in this subsection shall be con- 


Strued as enlarging the absolute quotas provided in subsection (a) of this 
section. 
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(c) ALLocaTION oF Quotas.—Each of the quotas established by this section 
shall be allocated annually to the manufacturers in the Philippines in the calendar 
year 1940 of products of a class for which such quota is established, and whose 
precnees of such class were exported to the United States during such year, or 

heir successors in interest, proportionately on the basis of the amount of the 
products of such class produced by each such manufacturer (or in the case of 
such successor in interest, the amount of the products of such class produced by 
his predecessor in interest) which was exported to the United States during the 
calendar year 1940. 


[SEC. 215. LAWS PUTTING INTO EFFECT ALLOCATIONS OF QUOTAS. 


[The necessary laws and regulations for putting into effect the allocation of 
quotas on the basis provided for in sections 211, 212, and 214, respectively, shall 
not be enacted by the United States, it being the purpose of this title that such 
laws and regulations shall be enacted by the Philippines. 

[SEC. 216. TRANSFERS AND ASSIGNMENTS OF QUOTA ALLOTMENTS. 

(The holder of any allotment under existing law, including his successor in 
interest, and the holder of any allotment under any of the quotas established by 
sections 211, 212, or 214, may transfer or assign all or any amount of such allot- 
ment on such terms as may be agreeable to the parties in interest. If, after the 
first nine monthe of any calendar year, the holder of any allotment, for that year, 
under any of the quotas established by such sections, is or will be unable for any 
reason to export to the United States all of his allotment, in time to fulfill the 
quota for that year, that amount of such allotment which it is established by 
sufficient evidence cannot be so exported during the remainder of the calendar 
year may be apportioned by the Philippine Government to other holders of allot- 
ments under the same quota, or in such other manner as will insure the fulfill- 
ment of the quota for that year: Provided, That no transfer or assignment or 
reallocation under the provisions of this section shall diminish the allotment to 
which the holder may be entitled in any subsequent calendar year. 


[Part 3—Internal Taxes 


[SEC. 221. EQUALITY IN INTERNAL TAXES. 


[(a) With respect to articles which are products of the Philippines coming 
into the United States, or with respect to articles manufactured in the United 
States wholly or in part from such articles, no internal tax shall be— 

[(1) collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of the United States, or 
collected or paid in any amount if the internal tax is not imposed with respect 
to such like articles; 

((2) collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of any other foreign country, 
or collected or paid in any amount if the internal tax is not imposed with 
respect to such like articles. 

[(b) Where an internal tax is imposed with respect to an article which is the 
product of a foreign country to compensate for an internal tax imposed (1) with 
respect to a like article which is the product of the United States, or (2) with 
respect to materials used in the production of a like article which is the product of 
the United States, if the amount of the internal tax which is collected and paid 
with respect to the article which is the product of the Philippines is not in excess 
of that permitted by paragraph (2) of subsection (a) such collection and payment 
shall not be regarded as in violation of subsection (a). 

{E(c) This section shall not apply to the taxes imposed under section 2306, 
2327, or 2356 of the Internal Revenue Code. 

[SEC. 222. EXEMPTION FROM TAX OF MANILA FIBER. 


[No processing tax or other internal tax shall be imposed or collected in the 
United States with respect to manila (abaca) fiber not dressed or manufactured 
in any manner. 

(SEC, 223. PROHIBITION OF EXPORT TAXES. 

[No export tax shall be imposed or collected by the United States on articles 
exported to the Philippines. 

(SEC. 224. EXEMPTION FROM TAXES OF ARTICLES FOR OFFICIAL USE. 

ENo processing tax or other internal tax shall be imposed or collected in the 
United States with respect to articles coming into the United States for the official 
use of the Philippine Government or any department or agency thereof. 
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[Part 4—Immigration 


(SEC. 231. CERTAIN PHILIPPINE CITIZENS GRANTED NON-QUOTA STATUS. 

[(a) Any citizen of the Philippines who actually resided in the United States 
for a continuous period of three years during the period of forty-two months 
ending November 30, 1941, if entering the United States during the period from 
July 4, 1946, to July 3, 1951, both dates inclusive, for the purpose of resuming 
residence in the United States, shall, for the | pieyre of the immigration laws, 
be considered a nonquota immigrant; and shall not be excluded from entry into 
the United States by reason of section 13 (©) of the Immigration Act of 1924, 
or by reason of so much of section 3 of the Immigration Act of 1917 as provides 
for the exclusion from admission into the United States of natives of a therein 
specified geographical area. 

{(b) After such admission as a non-quota immigrant he shall, for the purposes 
of the immigration and naturalization laws, be considered as lawfully admitted 
to the United States for permanent residence. 

[(c) The benefits of this section shall also apply to his wife, if a citizen of the 
Philippines or eligible to United States citizenship, and to his unmarried children 
under be of age, if such wife or children are accompanying or following to 
join him during such period. 

{(d) This section shall not apply to a citizen of the Philippines admitted to 
the Territory of Hawaii, without an immigration or passport visa, under the 


rovisions of paragraph (1) of section 8 (a) of the Act of March 24, 1934 (48 
Btat. 456, ch. 84). 


[TITLE I1l—OBLIGATIONS OF PHILIPPINES 


[Part 1—Purposes of Title 
(SEC. 301. STATEMENT OF PURPOSES OF TITLE. 


(a) Pariop Untin Jury 4, 1946.—The following Parts and sections of this 
title, insofar as they are applicable to the period from the date of the enactment 
of this Act to July 3, 1946, both dates inclusive, are intended to, and shall, operate 
as statutes of the United States, binding on one of its possessions. 

(b) Pertop JuLty 4, 1946-JuLy 3, 1974.—The following Parts and sections 
of this title, although expressed in statutory form, are not in any manner intended, 
insofar as they are applicable to the period after Julv 3, 1946, as an attempt on 
the part of the Congress of the United States to legislate for the Republic of the 
Philippines as a sovereign nation, but constitute a statement in precise terms of 
provisions— 

{(1) which the Government of the Philippines, on the taking effect of the 
executive agreement provided for in Title LV of this Act, will be obligated to 
observe and execute as the law of the Republic of the Philippines during the 
effectiveness of the agreement; except that the observance of such part of the 
provisions of section 341 as is in conflict with the Constitution of the Philip- 
pines will not be required under such agreement for the period prior to the 
amendment to the constitution referred to in section 402 (b); and 

{(2) which, between the proclamation of the independence of the Philip- 
pines and the date of the taking effect of such executive agreement, will, 
according to the policy and expectations of the Congress of the United States, 
be observed and executed by the Government of the Philippines. 


(Part 2—Customs Duties 


(SEC. 311. FREE ENTRY OF UNITED STATES ARTICLES. 

During the period from the day after the date of the enactment of this Act 
to July 3, 1954, both dates inclusive, United States articles entered, or withdrawn 
from warehouse, in the Philippines for consumption shall be admitted into the 
Philippines free of ordinary customs duty. 

(SEC. 312. ORDINARY CUSTOMS DUTIES ON UNITED STATES ARTICLES. 


[(a) Jury 4, 1954-Juiy 3, 1974.—The ordinary customs duty to be collected 
on United States articles, which during the following portions of the period 
from July 4, 1954, to July 3, 1974, both dates inclusive, are entered, or withdrawn 
from warehouse, in the Philippines for consumption, shall be determined by 
applying the following percentages of the Philippine duty: 

(1) JuLy 4, TO DECEMRER 31, 1954.—During the period from July 4, 1954, 
to December 31, 1954, both dates inclusive, 5 per centum. 
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(2) CALENDAR YEAR 1955.— During the calendar year 1955, 10 per centum. 
(3). CALENDAR YEARS 1956-1972.—During each calendar year after the 
calendar year 1955 until and including the calendar year 1972, a percentage 
equal to the percentage for the preceding calendar year increased by 5 per 
centum of the Philippine duty. 
E4) PERCENTAGE AFTER 1972.—During the period from January 1, 1973, 
to July 3, 1974, both dates inclusive, 100 per centum. 

[(b) Perron Arrer Jury 3, 1974.—The ordinary customs duty to be collected 
on United States articles which after July 3, 1974, are entered, or withdrawn 
from warehouse, in the Philippines for consumption, shall be determined without 
regard to the provisions of subsection (a) of this section. 

(SEC. 313. CUSTOMS DUTIES OTHER THAN ORDINARY. 

(Customs duties on United States articles, other than ordinary customs duties, 
shall be determined without regard to the provisions of sections 311 and 312 (a), 
but shall be subject to the provisions of section 314. 

[SEC. 314. EQUALITY IN SPECIAL IMPORT DUTIES, ETC, 

{(a) With respect to United States articles imported into the Philippines, no 
duty on or in connection with importation shall be collected or paid in an amount 
in excess of the duty imposed with respect to like articles which are the product of 
any other foreign country, or collected or paid in any amount if the duty is not 
imposed with respect to such like articles. 

Eo) As used in this section the term “duty” includes taxes, fees, charges, or 
exactions, imposed on or in connection with importation; but does not include 
internal taxes or ordinary customs duties. 

[SEC. 315. EQUALITY IN DUTIES ON PRODUCTS OF UNITED STATES. 

[C(a) With respect to products of the United States, which do not come within 
the definition of United States articles, imported into the Philippines, no duty on 
or in connection with importation shall be collected or paid in an amount in excess 
of the duty imposed with respect to like articles which are the product of any other 
foreign country, or collected or paid in any amount if the duty is not imposed with 
respect to such like articles which are the product of any other foreign country. 

(b) As used in this section the term “duty” includes taxes, fees, charges, or 
exactions, imposed on or in connection with importation; but does not include 


internal taxes. 
(Part 3—Internal Taxes 


(SEC, 321. EQUALITY IN INTERNAL TAXES. 

[(a) With respect to articles which are products of the United States coming 
into the Philippines, or with respect to articles manufactured in the Philippines 
wholly or in part from such articles, no internal tax shall be— 

[(1) collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of the Philippines, or col- 
lected or paid in any amount if the internal tax is not imposed with respect to 
such like articles; 

[(2) collected or paid in an amount in excess of the internal tax imposed 
with respect to like articles which are the product of any other foreign country, 
or collected or paid in any amount if the internal tax is not imposed with 
respect to such like articles. 

[(b) Where an internal tax is imposed with respect to an article which is the 
product of a foreign country to compensate for an internal tax imposed (1) with 
respect to a like article which is the product of the Philippines, or (2) with respect 
to materials used in the production of a like article which is a product of the 
Philippines, if the amount of the internal tax which is collected and paid with 
respect to the article which is the product of the United States is not in excess of 
that permitted by paragraph (2) of subsection (a) such collection and payment 
shall not be regarded as in violation of subsection (a). 

(SEC. 322. PROHIBITION OF EXPORT TAXES. 

[No export tax shall be imposed or collected by the Philippines on articles ex- 
ported to the United States. 

[SEC. 323. EXEMPTION FROM TAXES OF ARTICLES FOR OFFICIAL USE, 

[No processing tax or other internal tax shall be imposed or collected in the 
Philippines with respect to articles coming into the Philippines for the official use 
of the United States Government or any department or agency thereof, 
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(Part 4—Immigration 


{SEC. 331. CERTAIN UNITED STATES CITIZENS GIVEN NON-QUOTA STATUS. 

[Any citizen of the United States who actually resided in the Philippines for a 
continuous period of three years during the period of forty-two months ending 
November 30, 1941, if entering the Philippines during the period from July 4, 
1946, to July 3, 1951, both dates inclusive, for the purpose of resuming residence 
in the Philippines, shall, for the purposes of the immigration laws, be considered 
a non-quota immigrant. After such admission as a non-quota immigrant he shall, 
for the purposes of the immigration and naturalization laws, be considered as 
lawfully admitted to the Philippines for permanent residence. The benefits of 
this section shall also apply to his wife, if a citizen of the United States, and to 
his unmarried children under 18 years of age, if such wite or children are accom- 
panying or following to join him during such period. 

[SEC. 332. IMMIGRATION OF UNITED STATES CITIZENS INTO THE PHILIPPINES. 

[Citizens of the United States, admissible to the Philippines under the pro- 
visions required by section 402 (e) to be included as a part of the executive agree- 
ment made under Title LV, shall be entitled to enter the Philippines, in the num- 
bers and during the periods of years, and to remain therein for the time, specified 
in that part of the agreement which embodies the provisions of section 402 (e) 


(Part 5— Miscellaneous 


(SEC. 341. RIGHTS OF UNITED STATES CITIZENS AND BUSINESS ENTERPRISES IN 
NATURAL RESOURCES, 

[The disposition, exploitation, development, and utilization of all agricultural, 
timber, and mineral lands of the public domain, waters, minerals, coal, petroleum, 
and other mineral oils, all forces and sources of potential energy, and other natural 
resources of the Philippines, and the operation of public utilities, shall, if open to 
any person, be open to citizens of the United States and to all forms of business 
enterprise owned or controlled, directly or indirectly, by United States citizens. 
[SEC, 342. CURRENCY STABILIZATION. 

[The value of Philippine currency in relation to the United States dollar shall 
not be changed, the convertibility of pesos into dollars shall not be suspended, and 
no restrictions shall be imposed on the transfer of funds from the Philippines to 
the United States, except by agreement with the President of the United States. 
(SEC. 343. ALLOCATION OF QUOTAS. 


[The allocation, reallocation, transfer, and assignment of quotas established 
by sections 211, 212, and 214, respectively, of Part 2 of Title II, shall be on the 
basis provided for in such Part. 


CTITLE IV—EXECUTIVE AGREEMENT BETWEEN UNITED STATES AND 
PHILIPPINES 


CSEC. 401. AUTHORIZATION OF AGREEMENT. 


{The President of the United States is authorized (except as hereinafter in 
this title otherwise provided) to enter into an executive agreement with the 
President of the Philippines providing for the acceptance on the part of each 
country of the provisions of Title II and of Title III (except Part 1) of this Act. 
The President of the United States is not authorized bv this section to enter into 
such agreement unless it contains a provision that it shall not take effect— 

(a) Unless and until the Congress of the Philippines accepts it by law; and 

(b) Unless and until the Congress of the Philippines (in the act of acceptance, 
or separately) has enacted such legislation as may be necessary to make all the 
provisions of Parts 2, 3, 4, and 5 of Title ITI take effect as laws of the Philippines, 
except (during the period prior to the amendment to the Constitution of the 
Philippines referred to in subsection (h) of section 402) such provisions of section 
341 as are in conflict with such constitution. 
[SEC. 492. OBLIGATIONS OF PHILIPPINES. 


(The President of the United States is not authorized by section 401 to enter 
into such executive agreement unless in the agreement the Government of the 
Philippines agrees— 

[(a) That the Republic of the Philippines will continue in effect as laws of the 
Philippines, during the effectiveness of the agreement, the provisions of Parts 2, 


8, 4, and 5 of Title III, except (for the period prior to the amendment of the 
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Constitution of the Philippines referred to in subsection (b) of this section) such 
part of the provisions of section 341 as is in conflict with such constitution. 

{(b) That the Government of the eter hs ne will promptly take such steps 
as are necessary to secure the amendment of the Constitution of the Philippines 
so as to permit the taking effect as laws of the Philippines of such part of the 
provisions of section 341 as is in conflict with such constitution before such 
amendment. 

{C(c) That the —— of the Philippines will promptly enact, and keep in 
effect during the effectiveness of the agreement, such legislation as may be 
necessary— ; 

[(1) to supplement the legislation referred to in section 401 (b), and to 
implement the provisions of Parts 2, 3, 4, and 5 of Title III; and 

F(2) to put and keep in effect during the effectiveness of the agreement, 
the allocation, reallocation, transfer, and assignment of quotas on the basis 
provided for in Part 2 of Title II. 

{(d) That the United States shall have the right to provide the basis for the 
allocation of the quotas established under that portion of the agreement which 
sets forth the provisions of section 403 (c) of this Act, and that, if the United 
States exercises such right. the Republie of the Philippines will promptly enact, 
and keep in force during the period for which each such quota is established, such 
legislation as is necessary to put and keep in effect, on the basis provided by the 
United States, the allocation of such quotas 

{[(e) That there shall be permitted to enter the Philippines, without regard 
to any numerical limitations under the laws of the Philippines, in each of the 
years of a specified period of years, a specified number of citizens of the United 

tates. The number of years (which shall not be less than five) the number of 
citizens of the United States (which shall not be less than one thousand) entitled 
to be so admitted in each year, and the length of time each shall be entitled to 
remain in the Philippines, shall be stated in the agreement 

{(f) That the value of Philippine currency in relation to the United States 
dollar shall not be changed the convertibility of pesos into dollars s':all not be 
suspended, and no restrictions shall be imposed on the transfer of funds from the 
Philippines to the United States, except by agreement with the President of the 
United States. 

{SEC. 403, OBLIGATIONS OF UNITED STATES. 


[The President of the United States is not authorized by section 401 to enter 
into such executive agreement unless in such agreement the Government of the 
United States agrees— 

{(a) That upon the taking effect of the agreement the provisions of Title II-- 

(1) if in effect as laws of the United States at the time the agreement 
takes effect, shall continue in effect as laws of the United States during the 
effectiveness of the agreement; or 

[(2) if not so in effect at the time the agreement takes effect (because 
suspended under section 502 of Title V) shall take effect and continue in 
effect as laws of the United States during the effectiveness of the agreement, 

[(b) That the United States will promptly enact, and keep in effect during 
the effectiveness of the agreement, such legislation as may be necessary to supple- 
ment and implement the provisions of Title II so continued in effect, or so made 
to take effect, as laws of the United States. 

{(c) That with respect to quotas on Philippine articles (other than the quotas 
established in Part 2 of Title II, and other than quotas established in conjunction 
with quantitative limitations, applicable to products of all foreign countries, on 
imports of like articles), the United States will not establish any such quota 
for any period before January 1, 1948; and that, for any part of the period from 
January 1, 1948, to July 3, 1974, both dates inclusive, it will establish such a 
quota only if— 

{(1) the President of the United States, after investigation, finds that 
such Philippine articles are coming, or are likely to come, into substantial 
competition with like articles the product of the United States; and 

[(2) the quota established for any Philippine article for any tivelve- 
month period is not less than the amount determined by the President as 
the total amount of Philippine articles of such class which (during the twelve 
months ended on the last day of the month preceding the month in which 
occurs the date proclaimed by the President as the date of the beginning of 
the investigation) was entered, or withdrawn from warehouse, in the United 
States for consumption; or, if the quota is established for any period other 
than a twelve-month period, is not less than a proportionate amount, 
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(d) That during the effectiveness of the agreement the United States will not 
uce the preference of 2 cents per pound provided in section 2470 of the Internal 
Revenue Code (relating to processing taxes on coconut oil, etc.) with respect to 
articles “‘wholly the production of the Philippine Islands’’ or articles “produced 
wholly from materials the growth or production of the Philippine Islands’’; 
except that it may suspend the provisions of subsection (a) (2) of such section 
during any period as to which the President of the United States, after consulta- 
tion with the President of the Philippines, finds that adequate supplies of neither 
copra nor coconut oil, the product of the Philippines, are readily available for 
processing in the United States. 
(SEC. 404. TERMINATION OF AGREEMENT. 
[The President of the United States is not authorized by section 401 to enter 
into such executive agreement unless it provides— 
(a) ‘TeRMINATION IN GENERAL.—That the agreement shall have no effect after 
July 3, 1974; and 
[{(b) Termination sy Erraer Party.— 

{[(1) that the agreement may be terminated by either party at any time, 
upon not less than five years’ notice; and 

[(2) that if the President of the United States or the President of the 
Philippines determines and proclaims that the other country has adopted 
or applied measures or practices which would operate to nullify or impair 
any right or obligation provided for in such agreement, then the agreement 
may be terminated upon not less than six months’ notice; and 

[(c) Termination oR Suspension BY THE Unitep Stares.— 

[(1) that if the President of the United States determines that a reasonable 
time for the making of the amendment to the Constitution of the Philippines 
referred to in section 402 (b) has elapsed, but that such amendment has not 
been made, he shall so proclaim and the executive agreement shall have no 
effect after the date of such proclamation; and 

[(2) that if the President of the United States determines and proclaims, 
after consultation with the President of the Philippines, that the Pepublic 
of the Philippines or any of its political subdivisions or the Philippine Govern- 
ment is in any manner discriminating against citizens of the United States 
or any form of United States business enterprise, then the United States 
shall have the right to suspend the effectiveness of the whole or any portion 
of the agreement; and 

((3) that if the President of the United States determines and proclaims, 
after consultation with the President of the Philippines, that the discrimina- 
tion which was the basis for the suspension under paragraph (2) of this 
subsection— 

[(A) has. ceased, the suspension effected under paragraph (2) shall 
end; or 

[(B) has not ceased after the lapse of a time determined by the 
President of the United States to be reasonable, then the United States 
shall have the right to terminate the agreement upon not less than six 
months’ notice 


(SEC. 405. EFFECT OF TERMINATION OF AGREEMENT. 


CUpon the termination of the agreement as provided in section 404, the provi- 
sions of Title II shall cease to have effect as laws of the United States. 
(SEC, 406. INTERPRETATION OF AGREEMENT. 

[The President of the United States is not authorized by section 401 to enter into 
such executive agreement unless it provides that the acceptance of the provisions 
of Titles II and III is on the understanding that the definitions, and provisions in 
the nature of definitions, contained in section 2 of Title I, shall apply in the inter- 
pretation of the provisions so accepted. 

[SEC. 407. TERMINATION OF AUTHORITY TO MAKE AGREEMENT. 

[Whenever the President of the United States determines that a reasonable 
time for the entering into, acceptance and taking effect, of the executive agree- 
ment has elapsed, but that such agreement has not taken effect, he shall so pro- 
claim, and thereupon his authority to enter into such executive agreement shall 
terminate, and the provisions of Title II shall cease to have effect as laws of the 
United States. 
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[SEC. 408. EFFECTIVE DATE OF AGREEMENT. 


(When the President of the United States determines that the executive agree- 
ment entered into under section 401 has been accepted by the Congress of the 
Philippines by law and that the Congress of the Philippines has enacted the legis- 
lation the enactment of which is, under section 401, a condition precedent to the 
taking effect of the agreement, he shall so proclaim, and in his procljmation 
specify the effective date of the agreement. 


{TITLE V—MISCELLANEOUS 
USEC. 501. SUSPENSION AND TERMINATION OF AGREEMENT IN CASE OF DISCRIMINA- 


{(a) Susrension.—If the President of the United States determines, after 
consultation with the President of the Philippines, that the Republic of the 
Philippines or any of its political subdivisions or the Philippine Government is 
in any manner discriminating against citizens of the United States or any form 
of United States business enterprise, he shall so proclaim, and thereupon the 
effectiveness of the agreement, or such part thereof as he may in the proclamation 
specify as necessary in order adequately to protect the interests of the United 
States, shall be suspended. 

{(b) Termination or Suspension.—If the President of the United States, 
after consultation with the President of the Philippines, determines that the 
discrimination which was the basis for the suspension under subsection (a) of this 
section has ceased, he shall so proclaim, and thereupon the suspension effected 
under subsection (a) shall end. 

{(c) Termination or AcrepMEeNT.—If the President of the United States, 
after consultation with the President of the Philippines, determines that such 
discrimination has not ceased, after the lapse of a time determined by him to be 
reasonable, he shall so proclaim and give to the Philippine Government notice of 
the intention of the United States to terminate the agreement. 

[(d) Laws or tHe Unrtep Srates.— 

[(1) In case or suspension.—lIf the effectiveness of the agreement is 
suspended under subsection (a) of this section, the provisions of Title II 
of this Act shall cease to have effect as laws of the United States during the 
period of the suspension. If the suspension is of the effectiveness of only 

art of the agreement, then such provisions of Title II as the President may in 
his proclamation under subsection (a) specify as necessary adequately to 
protect the interests of the United States, shall cease to have effect as laws 
of the United States during the period of this suspension. 

[(2) IN case OF TERMINATION.—If the agreement is terminated under 
subsection (e) of this section, the provisions of Title II of this Act shall cease 
to have effect as laws of the United States. 

[SEC. 502. SUSPENSION OF TITLE Il. 

[If the President finds that, during the period after July 3, 1946, and before 
the taking effect of the executive agreement provided for in Title IV, the Gov- 
ernment of the Philippines is not putting into effect, or making every effort to 
put into effect, to the fullest extent possible under its Constitution, the provisions 
of Title III of this Act, or is not providing for the allocation of quotas on the basis 
provided in section 211, 212, or 214, respectively, he shall so proclaim. On the 
day following the date of such proclamation, such provisions of Title II shall be 
suspended as he may in the proclamation specify as necessary in order adequately 
to protect the interests of the United States. Such suspension shall continue 
until the taking effect of the executive agreement provided for in Title IV, where- 
upon the suspension shall terminate and the suspended provisions shall again 
take effect and continue in effect as laws of the United. States during the effective- 
ness of the agreement. 

(SEC. 503. CUSTOMS DUTIES ON IMPORTATIONS FROM PHILIPPINES. 

[Articles coming or imported into the United States from the Philippines, and 
Philippine products coming or imported into the United States, shall, except as 
otherwise provided with respect to Philippine articles by Title II of this Act 
during the period such title is in effect— 

[(1) if entered, or withdrawn from warehouse, in the United States for 
consumption, during the period from the day after the date of the enact- 
ment of this Act to Suly 3, 1946, both dates inclusive, be subject to the same 


duties as like articles coming or imported into the United States from foreign 
countries, except Cuba; and 
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[(2) if so entered or withdrawn during the period after July 3, 1946, be 
subject to the same duties as like articles coming or imported into the United 
States from other foreign countries, except Cuba. 


[SEC. 504. QUOTAS ON PHILIPPINE ARTICLES. 


{(a) EstaBiisHMENT BY Presipent.—After the executive agreement referred 
to in Title IV has taken effect, then whenever the President of the United States, 
after the investigation by the United States Tariff Commission provided for in 
subsection (d), finds, with respect to any pe oar articles (other than those 
for witich quotas are established by Part 2 of Title II), that they are coming, 
or likely to come, into substantial competition with like articles which are the 
product of the United States, he shall so proclaim, and in his proclamation shall 
establish the total amount of such Philippine articles which may in each of speci- 
fied periods be entered, or withdrawn from warehouse, in the United States for 
consumption. If he finds that the allocation of any quota so established is 
necessary to make the application of the quota just and reasonable between the 
United States and the Philippines, he shall, in such proclamation or a subsequent 
proclamation, provide the basis for such allocation. 

{(b) Maximum anp Minimum Quortas.—No quota shall be established under 
subsection (a), with respect to a Philippine article, which is greater than the 
amount of such article which in each of such specified periods the President 
determines may be so entered or withdrawn from warehouse without coming 
into substantial competition with like articles which are the product of the 
United States; except that in no case shall the quota be less than the minimum 
amount provided in that portion of such executive agreement which sets forth 
the provisions of section 403 (c) (2) of this Act. 

E(c) Duration or Quoras.—Any quota established pursuant to this section 
shall. become effective at such time as the President shall designate (but not 
before January 1, 1948), and shall continue in effect until the President, after 
investigation, finds and proclaims that the conditions which gave rise to the 
establishment of such quota no longer exist, but no such quota shall continue 
in effect after the termination of the executive agreement provided for in Title IV. 

{(d) Investigations By Tarirr Commission.—The United States Tariff 
Commission shall at the request of the President, upon resolution of either House 
of Congress or concurrent resolution of both Houses of Congress, upon its own 
motion, or when in its judgment there is good reason therefor, upon application 
of any interested party, make an investigation to ascertain (1) whether imports 
of a Philippine article (other than an article for which a quota is established by 
Part 2 of Mitle Il) are coming, or are likely to come, into substantial competition 
with like articles which are the product of the United States; (2) what is the 
greatest amount of such article which may be entered, or withdrawn from ware- 
house, in the United States for consumption, without coming into substantial 
competition with like articles which are the prodiict of the United States; and 
(3) the total amount of such article which (during the twelve months ended on 
the last day of the month preceding the month in which occurs the date of the 
beginning of the investigation) was entered, or withdrawn from warehouse, in 
the United States for consumption. During the course of the investigation the 
Commission shall hold a public hearing, of which reasonable public notice shall 
be given and at which parties interested shall be afforded reasonable opportunity 
to be present, to produce evidence, and to be heard. The Commission shall give 
precedence to such investigations. The Commission shall report the results of 
its investigations to the President, and shall send copies of such report to each 
House of the Congress. 

[SEC. 505. PROCESSING TAX ON COCONUT OIL.} 

(a) EXEMPTION FOR PuHIippines.—Section 2470 (a) (2) of the Internal Revenue 
Code is amended by striking out the word “other” wherever it appears in clauses 
(A) and (B) thereof; and by inserting at the end of the paragraph a new sentence 
to read as follows: ‘“‘The tax imposed by this paragraph shall not apply to any 
domestic processing after July 3, 1974.” 

{(b) Suspension or Section 2470 (a) (2) or INTERNAL RevENUE CopE.— 
Whenever the President, after consultation with the President of the Philippines, 
finds that adequate supplies of neither copra nor coconut oil, the product of the 
Philippines, are readily available for processing in the United States, he shall so 
proclaim, and after the date of such proclamation the provisions of section 2470 
(a) (2) of the Internal Revenue Code shall be suspended until the expiration of 
30 days after he proclaims that, after cousultation with the President of the 
Philippines, he has found that such adequate supplies are so readily available.] 
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SEC. 506. TERMINATION OF PAYMENTS INTO PHILIPPINE TREASURY. 

(a) Notwithstanding the provisions of section 4 of the Act of March 8, 1902 
(32 Stat. 54, ch. 140), or of section 19 of the Act of March 24, 1934 (48 Stat. 456, 
ch. 84), as added to such Act by section 6 of the Act of August 7, 1939 (53 Stat, 
1232, ch. 502), or of the Act of November 8, 1945 (59 Stat. 577, ch. 454), or of 
any other provision of law, the proceeds of any duties or taxes, collected subse- 
quent to July 3, 1946, which but for the enactment of this Act would be required 
to be paid into the general funds of the Treasury of the Philippines or would be 
held in separate or special funds and paid into the Treasury of the Philippines, 
shall be covered into the general fund of the Treasury of the United States. 

(b) Sections 2476 and 3343 of the Internal Revenue Code are repealed, effective 
July 4, 1946. 

SEC. 507. SPECIAL EXCISE PROVISIONS RELATING TO THE PHILIPPINES REPEALED. 

(a) Section 2800 (a) (4) of the Internal Revenue Code is amended by amend- 
ing the heading to read: 

“(4) Alcoholic Compounds from Puerto Rico and Virgin Islands.—”; 
and by amending subparagraph (B) to read as follows: 
“(B) Virgin Islands.—For provisions relating to tax on alcoholic com- 
pounds from the Virgin Islands, see section 3350.” 

(b) Sections 3340, 3341, and 3342 of the Internal Revenue Code are repealed, 
effective July 4, 1946. 

(c) Subchapter B of Chapter 28 of the Internal Revenue Code is amended as 
follows: 

(1) By amending the heading of such subchapter to read as follows: 


“SUBCHAPTER B—PROVISIONS OF SPECIAL APPLICATION TO THE 
VIRGIN ISLANDS AND PUERTO RICO 


(2) By striking out the heading: 
‘*Part I—Philippine Islands’”’ 


(3) By renumbering Parts II and ITI of such subchapter as ‘Part I’”’ and “Part 
II’’, respectively. 

(SEC. 508. TRADE AGREEMENTS WITH THE PHILIPPINES. 

[Until July 4, 1974, no trade agreement shall be made with the Philippines 
under section 350, as amended, of the Tariff Act of 1930, unless, prior to such 
time, the President of the United States has made the proclamation provided for 
in section 407 of this Act, or the executive agreement provided for in Title IV of 
this Act has been terminated. 

(SEC. 509. RIGHTS OF THIRD COUNTRIES. 

{The benefits granted by this Act, and by the executive agreement provided 
for in Title IV, to the Philippines, Philippine articles or products, and Philippine 
citizens, shall not, by reason of any provision of any existing treaty or agreement 
with any third country, be extended to such country or its products, citizens, or 
subjects. 

(SEC. 510. ADMINISTRATION OF TITLE 1. 

{(a) The provisions of Parts 1, 2, and 3 of Title II shall be administered as 
parts of the customs and internal revenue laws of the United States. 

{(b) The provisions of Part 4 of Title II shall be administered as a part of the 
immigration laws of the United States.] 

SEC. 511. REPEALS. 

The following parts of Acts are repealed, effective on the day following the 
date of the enactment of this Act: 

(1) section 301 of the Tariff Act of 1930; 

(2) section 6 (except subsection (g)) of the Act of March 24, 1934 (48 
Stat. 456, ch. 84), as amended by the Act of August 7, 1939 (53 Stat. 1226, 
ch. 502); and 

(3) so much of section 13 of such Act of March 24, 1934, as amended by 
the joint resolution of June 29, 1944 (58 Stat. 626, ch. 323), as reads as 
follows: “After the Philippine Islands have become a free and independent 
nation there shall be levied, collected, and paid upon all articles coming 
into the United States from the Philippine Islands the rates of duty which 
are required to be levied, collected, and paid upon like articles imported from 
other foreign countries:”’. 
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(SEC. 512. EFFECTIVE DATE. 


[This Act shall take effect on the day after the date of its enactment, except 
Part 2 of Title II, which shall take effect as of January 1, 1946.] 

SEC. 513. APPLICATION OF INTERNAL REVENUE LAWS TO PUERTO RICO, 

Section 9 of the Act of March 2, 1917 (39 Stat. 951, ch. 145) is amended to 
read as follows: 

“Sec. 9. That the statutory laws of the United States not locally inapplicable, 
except as hereinbefore or hereinafter otherwise provided, shall have the same 
force and effect in Puerto Rico as in the United States, except the internal revenue 
laws other than those contained in the Philippine Trade Act of 1946: Provided, 
however, That vnereafter all taxes collected under the internal revenue laws of the 
United States on articles produced in Puerto Rico and transported to the United 


States, or consumed in the island shall be covered into the Treasury of Puerto 
Rico.” 


SECTION 9 OF THE ACT OF MARCH 2, 1917 


Sec. 9. That the statutory laws of the United States not locally inapplicable, 
except as hereinbefore or hereinafter otherwise provided, shall have the same 
force and effect in Puerto Rico as in the United States, except the internal revenue 
laws other than those contained in the Philippine Trade Act of 1946 or the Philip- 
pine Trade Agreement Revision Act of 1955: Provided, however, That hereafter all 
taxes collected under the internal revenue laws of the United States on articles 
produced in Puerto Rico and transported to the United States, or consumed in the 
island shall be covered into the Treasury of Puerto Rico.” 
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84TH CONGRESS ! HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 966 








AMENDING SUBSECTION 303 (c) OF THE CAREER COM- 
PENSATION ACT OF 1949 CONCERNING TRANSPORTA- 
TION AND STORAGE OF HOUSEHOLD GOODS 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kipay, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 6277) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6277) to amend subsection 303 (c) of the Career Compensation 
Act of 1949 relating to transportation and storage of household goods 
of military personnel on permanent change of station, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

The proposed legislation amends section 303 (c) of the Career 
Compensation Act of 1949 to permit upon permanent change of 
station, the nontemporary storage of baggage and household effects in 
Government facilities, or in commercial facilities when commercial 
storage is considered to be more economical to the Government. 
Under the Joint Travel Regulations, promulgated by the Secretaries 
of the three military services in implementation of section 303 (c) 
of the Career Compensation Act, temporary storage of household 
goods may be authorized at Government expense in either Govern- 
ment or commercial facilities whenever necessary in connection with 
a permanent change of station, because of conditions beyond the 
control of the member. Temporary storage does not normally exceed 
a period of 6 months. Nontemporary storage, which is limited to 
Government facilities, is authorized by the military departments on a 
space-available basis. 

Enactment of proposed legislation would be economically advan- 
tageous to the Government. When an individual is transferred to an 
overseas station there may arise the requirement that his furniture be 

laced in storage. If he is transferred from a point remote from the 
ocation of a Government storage facility it would normally be more 


55006 

















UNIVERSITY OF MICHIGAN LIGRARIES 








3 AMEND CAREER COMPENSATION ACT OF 1949 


economical to pay commercial storage charges than to pay the trans- 
portation costs on the household goods to such remote Government 
storage facility. In frequent cases the Government storage point is 
located in a direction opposite from the new duty station upon return 
from overseas. For example: On a transfer from Washington, D. C., 
to an overseas station the nearest available Government storage depot 
is normally Richmond, Va. However, when space in that depot is not 
available for household goods, Memphis, Tenn., may be the nearest 
point. Upon return to the United States, the owner might be assigned 
to New York, Boston, Mass., or to some other northeastern 
point. Consequently, the household goods would be backhauled 
toward or past the station from which originally forwarded. If, in 
such a case, commercial nontemporary storage is authorized, trans- 
portation costs other than from the old duty station to the assigned 
station upon return to the United States would be avoided. In other 
cases, it is to the Government’s advantage to use Government storage 
facilities. Government nontemporary storage of household goods re- 
quires complete packing and crating in order to withstand transpor- 
tation to the Government storage depot and to facilitate proper 
storage and full use of cubic storage space at the storing depot. The 
minimum packing and crating required for local or nearby commercial 
storage will save packing, crating, and transportation costs. The 
transportation officer, after evaluating all factors, including the cost 
of packing and crating involved when storage is in Government facili- 
ties, would use whichever facility (Government or commercial) is 
considered most economical and advantageous to the Government. 

Frequently weight allowances to overseas areas are restricted. For 
example, during the Korean emergency the weight allowance to Japan 
was limited to 2,000 pounds, or 25 percent of a member’s weight allow- 
ance, whichever is greater. At that period a second lieutenant whose 
weight allowance was 6,000 pounds could ship only 2,000 pounds to 
Japan and was required to store the remaining pounds in the United 
States. By separating storage entitlements from transportation rights, 
and authorizing such storage in commercial facilities, the 4,000 pounds 
could have been stored in a warehouse at point of origin. This would 
have eliminated packing, crating, and transporting the 4,000 pounds 
to a Government facility whenever such action would have resulted 
in a savings to the Government. Shipment to Japan of the full weight 
allowances authorized by the joint travel regulations is now per- 
mitted but similar restrictions are imposed in other areas from time 
to time. 

While it is difficult to forecast with accuracy the savings that would 
result from enactment of this proposal, it is known that unit expendi- 
tures would decrease. The cost per hundred pounds for packing, 
crating, transportation, and storing household goods during fiscal 
year 1955 is estimated as follows: Government facilities, $16.35; 
commercial facilities, $13.34. 

It is estimated that the savings for the Armed Forces could have 
amounted to approximately $10 million had the authority been in 
effect during fiscal 1955. 

The Department of Defense recommends enactment of the proposed 
legislation and the Bureau of the Budget interposes no objection, as 
indicated by the following attached letter. 
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May 11, 1955. 
Hon. Sam Raypurn, 


Speaker of the House of Representatives. 


Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend subsection 303 (c) of the Career Compensation Act of 1949, relating to 
transportation and storage of household goods of military personnel on permanent 
change of station. 

This proposal is a part of the Department of Defense legislative program for 
1955, and the Bureau of the Budget has advised that there would be no objection 
to its transmittal to the Congress.for consideration. The Department of the 
Army has been designated as the representative of the Department of Defense 
for this legislation. It is recommended that this proposal be enacted by the 
Congress. 

PURPOSE OF THE LEGISLATION 


This proposal would amend section 303 (c) of the Career Compensation Act of 
1949 to provide that members of the uniformed services may be authorized, in 
connection with a change in station, nontemporary storage of baggage and house- 
hold effects in Government facilities, or in commercial facilities whenever such 
storage is considered to be more economical to the Government. However, the 
proposal does impose two limitations; namely, that the weight stored plus the 
weight transported in connection with the change of station may not exceed the 
maximum weight limitation fixed by regulations, and also that such storage shall 
not be authorized for a period longer than 1 year following separation from the 
service, except that the respective Secretaries may authorize continuation in cases 
where a member is confined to a hospital or undergoing medical treatment on the 
date of separation. 

Principally, nontemporary storage of baggage and household goods is necessary 
to store such goods of military personnel who are moved overseas and particularly 
in those cases where movement of household goods to the overseas station is 
restricted for military or for other reasons. For example, overseas shipments of 
household effects ordinarily are not to be made by military personnel until there 
has been a determination of what furniture is required at the overseas duty 
station. This prevents shipments of unnecessary items of furniture to overseas 
duty stations where partially furnished quarters are available for military personnel 
with dependents. 

Although section 303 of the Career Compensation Act of 1949 provides for the 
temporary storage of baggage and household goods, it makes no specific provision 
for nontemporary storage of such goods. The section therefore has been inter- 
preted as prohibiting direct expenditures for nontemporary storage in commercial 
facilities. Consequently, such storage is affected in Government depots, resulting 
in considerable expense because of the necessity for packing, crating, and trans- 
porting the goods to Government depots. The proposed legislation is distinctly 
an economy measure since, if enacted, it would make possible the utilization of 
commercial storage facilities, either local or closer at hand than Government 
depots, thus eliminating to a large degree packing and crating as well as reducing 
costs for the transportation haul. The proposed legislation also is in line with 
current policies for performance of services on a contractual basis to broaden the 
mobilization base and for the extension of military contracts to small businesses. 


LEGISLATIVE REFERENCES 


Similar legislation to authorize the nontemporary storage of household goods in 
commercial facilities was proposed to the Committee on Appropriations, United 
States Senate, on June 20, 1952, as an amendment to section 632, H. R. 7391 
(Public Law 488), 82d Congress, but was not enacted. 


COST AND BUDGET DATA 


Although it is impossible to accurately estimate the fiscal impact of this pro- 
sal, if enacted, it is known that unit expenditures for this purpose would decrease. 
‘stimated cost per hundred pounds for packing, crating, transporting, and storing 
houschold goods during fiscal year 1955 is as follows: Government facilities, $16.35; 
commercial facilities, $13.34. 
Sincerely yours, 


Rosert T. Stevens 
Secretary of the Army. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the proposal are 
shown as follows (proposed new matter is italicized). 


CarEER ComMPENSATION Act oF 1949 (63 Srar. 813) 


TITLE III-—-PROVISIONS RELATING TO ALLOWANCES 


- * * * * 
TRAVEL AND TRANSPORTATION ALLOWANCES 


Sec. 303 (a) * * * 
(b) * * * 
(c) In addition to the allowances authorized above, under such conditions and 

limitations and for such ranks, grades, or ratings and to and from such locations 
as may be prescribed by the Secretaries concerned, members of the uniformed 
services when ordered to make a change of permanent station shall be entitled 
to transportation in kind for dependents or to reimbursement therefor, or to a 
monetary allowance in lieu of such transportation in kind at a rate to be pre- 
scribed not in excess of the rate authorized in subsection (a) of this section, and 
in connection with a change of station (whether temporary or permanent), to 
transportation (including packing, crating, drayage, temporary storage, and un- 
packing) or baggage and household effects, or reimbursement therefor, to and 
from such locations and within such weight allowances as may be prescribed by 
the Secretaries, without regard to the comparative costs of the various modes of 
transportation. Nontemporary storage of baggage and household effects may be 
authorized in Government facilities, or in commercial facilities whenever such storage 
is considered to be more economical to the Government: Provided, however, That in no 
instance shall the weight stored plus the weight transported in connection with a change 
of station exceed the mazimum weight limitation fixed by regulations promulgated 
by the respective Secretaries where not otherwise fixed by law: And provided further, 
That nontemporary storage of baggage and household effects shall not be authorized 
for a period longer than one year from the date members are separated from the service, 
except that a longer period may be authorized hy regulations promulgated by the re- 
spective Secretaries where a member is confined in a hospital or in us vicinity under- 
going medical treatment on date of separation. When orders directing a change of 
permanent station for the member concerned have not been issued, or when such 
orders have been issued but are of such a nature that they cannot be used as 
authority for transportation of dependents and baggage and household effects, 
the Secretaries concerned may, nevertheless, authorize the movement of the 
dependents and baggage and household effects and prescribe transportation in 
kind, reimbursement therefor, or a monetary allowance in lieu thereof as authorized 
in this subsection, as the case may be, only under unusual or emergency circum- 
stances, including but not limited to, (1) circumstances when duty is being per- 
formed by such member at places designated by the Secretary concerned as within 
zones from which dependents should be evacuated, (2) circumstances when orders 
which direct temporary duty travel of such member do not provide for return to 
the permanent station or do not specify or imply any limit to the period of absence 
from the permanent station, or (3) circumstances when such members are serving 
on permanent duty at stations outside the continental United States or in Alaska, 
or on sea duty. The Secretary concerned shall define the term ‘permanent 
station,” which definition shall include but not be limited to, a shore station of 
the home yard or home port of the vessel to which a member of the uniformed 
services entitled to receive basic pay may be ordered; and a duly authorized 
change in home yard or home port of such vessel shall be deemed a change of 
permanent station. Under regulations prescribed by the Secretary concerned, 
transportation for dependents and baggage and household effects are authorized 
upon the death of a member of the uniformed services while entitled to receive 
basic pay pursuant to section 201 (e) of this Act. 
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1st Session 


84TH CoNnGREss } HOUSE OF REPRESENTATIVES { ' Report 





No. 967 





AMENDING SECTION 303 OF THE CAREER 
COMPENSATION ACT OF 1949 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kixpay, from the Committee on Armed Services, submitted the 
following 


REPORT 


{To accompany H. R. 6600] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6600) to amend section 303 of the Career Compensation Act of 
1949, to authorize travel and transportation allowances, and transpor- 
tation of dependents and of baggage and household effects to the 
homes of their selection for certain members of the uniformed services, 
and for other purposes, having considered the same, reports favorably 
thereon with amendments and recommends that the bill as amended 


do pass 

The amendment is as follows: 

On page 2, line 1, after the word “retired” add the words “with 
pay”. 

On page 2, line 14, after the word “retired” add the words “with 
pay”. 

On page 2, beginning on line 21, strike out all of section 3 and sub- 
stitute in lieu thereof the following: 

Sec. 3. This Act shall be effective from April 1, 1951. No additional amount 
may be paid to members of the uniformed services as a result of enactment of 
this amendatory act unless travel to such selected home be performed on or pror 
to April 28, 1953, or within one year after such retirement, placement upon the 
temporary disability retired list, or discharge, whichever is later. 

The proposed legislation provides authority for the payment of 
travel and transportation allowances to all members of the uniformed 
services to a home of selection when (1) a member is retired for 
physical disability or placed upon the temporary disability retired 
list, or (2) is retired for any other reason or discharged with severance 
pay immediately following at least 8 years of continuous active duty. 

rior to the promulgation of re resin pursuant to section 303 


of the Career Compensation Act of 1949, the authority for payment 
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of travel and transportation allowances, including transportation of 
dependents and movement of household goods at Government ex- 
pense, to a home of selection for a member of the regular service was 
contained in administrative regulations which were recognized by the 
Comptroller General as legally sufficient. These regulations were 
based principally on decisions of the Comptroller General that a 
member of the regular service was regarded as not having a home 
during the period of his service and was authorized to select a home 
to which he may perform travel thereto within a reasonable time 
after retirement. 

The Joint Travel Regulations, promulgated pursuant to the Career 
Compensation Act of 1949, effective April 1, 1951, provided authority 
for travel and transportation allowances to homes of selection on 
retirement for all members of the uniformed services. It was con- 
sidered proper under the broad terms of section 303 (a) of that act 
to authorize travel and transportation allowances to Reserve members 
in the same manner as for members of the Regular services since mem- 
bers of the Reserve components who retire after many years of service 
eense to have homes to which to return upon retirement even though 
technically the records show that the homes were designated upon 
entry on active duty. It was believed at that time that section 303 (a) 
of the Career Compensation Act provided ample authority therefor 
since that section authorized regulations to be prescribed by the 
Secretaries concerned for travel and transportation expenses of all 
members of the uniformed services including the conditions under 
which travel and transportation allowances could be authorized, and 
payments were made accordingly. a 

The Comptroller General held in decisions in September 1953 and 
March 1954, that section 303 (a), Career Compensation Act, did not 
contain authority for promulgation of regulations which would au- 
thorize travel and transportation allowances for members of the 
Reserve components to their homes of selection upon retirement, and 
that the entitlement for such allowances for a regular member appeared 
to have no application in the case of a reservist who had a home from 
which he was ordered to active duty and to which he would be expected 
to return upon release from active duty whether by retirement or other- 
wise. The effect of these decisions deprived members of the Reserve 
components of the right to select their homes on retirement and is dis- 
criminatory, especially to those members with many vears of active 
service. 

The proposed legislation is designed to correct this inequity by 
providing affirmative authority for travel and transportation allow- 
ances, including transportation for dependents and movement of 
household effects at Government expense to a home of selection for 
members of the uniformed services who are retired for physical dis- 
ability or placed on the temporary disability retired list, or who are 
retired for any other reason or discharged with severance pay im- 
mediately following at least 8 years of continuous active duty. 

The proposed legislation also validates payments made in the ac- 
counts of disbursing officers made to or on behalf of members of such 
Reserve components for travel and transportation allowances to homes 
of selection from the effective date regulations were issued pursuant 
to section 303, Career Compensation Act of 1949, through the date 
administrative regulations were issued pursuant to the decisions of 
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the Comptroller General which limited Reserve members to such 
allowances to the homes of record or to the place from which ordered 
to active duty. 
The proposed legislation as amended is retroactive to April 1, 1951, 
and provides that if travel to a selected home is performed on or after 
April 28, 1953 (1 year after the termination of the national emer- 
encies) or within 1 year after retirement or discharge, whichever is 
Coe, that members of the Reserve components: 

(1) Who were retired, may be paid travel and transportation allow- 
ance for the difference between oene of record or place from which 
ordered to active duty and a home selected, including travel of 
dependents and shipment of household goods. 

(2) Who were discharged with severance pay after 8 years of con- 
tinuous active duty may be paid travel and transportation allowances 
for the difference between home of record or place from which ordered 
to active duty and a home selected, including travel of dependents 
and shipment of household goods. 

(3) Who were placed on the temporary disability retired list and 
who received travel and transportation allowances to home of record 
or place from which ordered to active duty, when permanently retired 
may be paid the difference between home of record or place from 
which ordered to active duty and a home selected, including travel of 
dependents and shipment of household goods. 

The retroactive provisions further provide that members of the 
Regular services: 

(1) Who were discharged with severance pay after 8 years of con- 
tinuous active duty may be paid travel and transportation allowances 
for the difference between home of record or place from which ordered 
to active duty and a home selected, including travel of dependents 
and shipment of household goods. 

(2) Who were placed on the temporary disability retired list and 
who received travel and transportation allowances to home of record 
or place from which ordered to active duty, when permanently retired 
may be paid the difference between home of record or place from which 
ordered to active duty and a home selected, including travel of depend- 
ents and shipment of household goods. 


COMMITTEE AMENDMENTS 


The amendments to section 1 proposed by the Committee on Armed 
Services merely assures that only individuals retired with pay or dis- 
charged with severance pay will be entitled to the benefits of the pro- 
posed legislation. 

The amendment to section 3 merely assures that the retroactive 
restriction will be equally applicable to reservists and regulars alike. 


DEPARTMENTAL RECOMMENDATIONS 


Enactment of the proposed legislation will result in no increase in 
the budgetary requirements of the Department of Defense. The 
Department of Defense recommends enactment of the proposed legis- 
lation, The Bureau of the Budget indicated thereis no objection to 
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the proposed legislation, as indicated by the attached letter hereby 


made a part of this report. 
May 18, 1955. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. q 

Dear Mr. Speaker: There is forwarded herewith a draft of legislation to 
amend section 303 of the Career Compensation Act of 1949, to authorize travel 
and transportation allowances, and transportation of dependents and of baggage 
and household effects to the homes of their selection for certain members of the 
uniformed services, and for other purposes. 

This proposal is a part of the Department of Defense legislative program for 
1955 and the Bureau of the Budget has advised that there would be no objection 
to the presentation of this proposal for the consideration of the Congress. It is 
recommended that this proposal be enacted. 


PURPOSE OF THE LEGISLATION 


The purpose of the proposed legislation is to provide authority for the payment 
of travel and transportation allowances to all members of the uniformed services 
who are retired for physical disability or placed on the temporary disability 
retired list; or are retired for any other reason, or are discharged with severance 
pay, after serving at least 8 years continuous active duty, to homes of selection in 
accordance with uniform administrative regulations, by amending sections 303 (a) 
and 303 (c) of the Career Compensation Act of 1949 (63 Stat. 813, 814; 37 U.S.C, 
253). The authority for travel and transportation allowances including trans- 
portation of dependents and movement of household goods at Government 
expense for members of the regular services to homes of selection was contained 
in administrative regulations and was recognized by the Comptroller General 
of the United Staies as legally sufficient. Those regulations were based principally 
on the decision of the Comptroller General (4 Comp. Gen. 954; 30 id. 169) that 
a member of the regular service was regarded as not having a home during the 
period of his service and therefore was authorized to select a home to which he 
may perform travel thereto within a reasonable time after retirement. One year 
after retirement was considered as reasonable and thus the l-year rule was 
established. 

After the enactment of the Career Compensation Act of 1949, it was considered 
proper under the broad terms of section 303 (a) of that act to authorize travel and 
transportation allowances to Reserve members in the same manner as had previ- 
ously been authorized for members of the Regular services since a high percentage 
of members of the Reserve components retire after many years of service and who, 
like members of the Regular services, have long since ceased to have homes to 
which to return upon retirement even though technically the records show that 
the homes were designated upon entry on active duty. Also it frequently happens 
that Reserve members retired for disability cannot, without detriment to health, 
live at the places listed as their homes of record. Consequently, in the Joint 
Travel Regulations, effective April 1, 1951, there was provided authority to select 
a home. These regulations were authorized to be issued under section 303 (h) 
of the Career Compensation Act of 1949. It was believed at the time of the 
promulgation of these regulations that section 303 (a) provided ample authority 
therefor since that section authorized regulations to be prescribed by the Secre- 
taries concerned, without limitation in this respect, for the travel and transporta- 
tion expenses of all members of the uniformed services upon separation from the 
service, placement on the temporary disability retired list, releases from active 
duty, or retirement, from the last duty station to home, or place from which 
ordered to active duty, and in addition authorized the respective Secretaries 
concerned to prescribe “the conditions under which travel and transportation 
allowances shall be authorized.” 

However, the Comptroller General of the United States in decisions (B-116568, 
September 21, 1953, B-116568, March 10, 1954, and B-117430, March 19, 1954) 
held that section 303 (a) of the Career Compensation Act of 1949 did not contain 
authority for promulgation of regulations which would authorize travel and 
transportation allowances for members of the Reserve components to their homes 
selected upon retirement. These decisions stated that entitlement for such 
allowances for a regular member appeared to have no application in the case of & 
reservist who had a home from which he was ordered to active duty and to which 
he may be expected to return upon release from active duty, whether by retire- 


of 
she 


§ 
mer 
por 
ord 
thei 
desi 
or ij 
first 
tem 
last 
rega 
serv 
requ 
servi 





reby 


mn to 
travel 
geage 
of the 


m for 
ection 
It is 


yment 
rvices 
ability 
erance 
tion in 
103 (a) 
8. C, 
trans- 
nment 
tained 
eneral 
cipally 
)) that 
ng the 
ich he 
ne year 
le was 


sidered 
vel and 
1 previ- 
centage 
rd who, 
ymes to 
yw that 
lappens 
health, 
1e Joint 
to select 
303 (h) 
p of the 
uthority 
e Secre- 
nsporta- 
‘rom the 
n active 
m which 
cretaries 
yortation 


~116568, 
19, 1954) 
t contain 
avel and 
ir homes 
for such 
case of & 
to which 
by retire 





AMEND SECTION 303 OF CAREER COMPENSATION ACT OF 1949 (5 


ment or otherwise. The effect of these decisions, depriving memtkers of the 
Reserve components of the services of the right to select their homes on retirement 
in the same manner 2s members of the Regular services, works a distinct harcship 
on them and is highly discriminatory, especially as to those with many years of 
active service. The proposed legislation is designed to correct this inequity by 
providing affirmative authority for travel and transportation allowances including 
transportation for dependents and movement of household effects at Government 
expense for members of the uniformed services who are retired for physical disa- 
bility or placed on the temporary disability retired list; or are retired for any 
other reason, or are discharged with severance pay, immediately following at least 
8 years of continuous active duty. to homes of selection in accordance with uniform 
administrative regulations. 

The proposed legislation also would validate payments in the accounts of dis- 
bursing officers mace to or on behalf of members of such Reserve eomponents for 
for travel and transportation allowances to homes of selection since April 1, 1951, 
the effective date of the Joint Travel Regulations, by amending sections 303 (a) 
and 303 (c) of the Career Compensation Act of 1949 to make them retroactive to 
April 1, 1951. 

COST AND BUDGET DATA 
Enactment of this propose] would result in no increase in the budgetary require- 
ments of the Department of Defense. 
Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the proposal are 


shown as follows (proposed new matter is in italic). 


Career Compensation Act or 1949 (63 Srat. 813) 


TITLE Ill 
Provisions RELATING TO ALLOWANCES 
¢ * e 8 a * oe 


TRAVEL AND TRANSPORTATION ALLOWANCES 


Src. 303 (a) Under regulations prescribed by the Secretaries concerned, 
members of the uniformed services shall be entitled to receive travel and trans- 
portation allowances for travel performed or to be performed under competent 
orders (1) upon a change of permanent station, or otherwise, or when away from 
their designated posts of duty regardless of the length of time away from such 
designated posts of duty, (2) upon appointment, call to active duty, enlistment, 
or induction, from home or from the place from which ordered to active duty to 
first station, and (3) upon separation from the service, placement upon the 
temporary disability retired list, release from active duty, or retirement, from 
last duty station to home or to the place from which ordered to active duty, 
regardless of the fact that such member may not be a member of the uniformed 
services at the time his travel is performed or is to be performed. Under uniform 
regulations prescribed by the Secretaries concerned, a member of the uniformed 
services who— 

(1) ts retired for physical disability or placed upon the temporary disability 
retired list; or 
(2) is retired for any other reason, or is discharged with severance pay, imme- 
diately following at least eight years of continuous active duty (no single break 
therein of more than ninety days); 
may select his home for the purposes of the travel and transportation allowances 
payable under this subsection. Allowances above authorized may be paid without 
Ttegard to the comparative costs of the various modes of transportation. The 
respective Secretaries concerned may prescribe (1) the conditions under which 
travel and transportation allowances shall be authorized, including advance pay- 
ments thereof, and (2) the allowances for types of travel not to exceed amounts 
herein authorized. The travel and transportation allowances which shall be 
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authorized for each type of travel shall be limited to one of the following: (1) 
Transportation in kind, reimbursement therefor, or a monetary allowance in 
lieu of cost of transportation at a rate not in excess of 7 cents per mile based on 
distances established or to be established over the shortest usually traveled 
routes, in accordance with mileage tables prepared by the Chief of Binsnae of 
the Department of the Army under the direction of the Secretary of the Army, 
(2) transportation in kind, reimbursement therefor, or a monetary allowance ag 
provided in (1) of this sentence, plus a per diem in lieu of subsistence not to 
exceed $9 per day, or (3) for travel within the continental limits of the United 
States a mileage allowance of not exceeding 10 cents per mile based on distances 
established or to be established pursuant to existing law: Provided, That the 
travel and transportation allowances under conditions authorized herein for such 
members may be paid on separation from the service, or release from active 
4 regardless of whether or not such member performs the travel involved. 
) 

(e) In addition to the allowances authorized above, under such conditions and 
limitations and for such ranks, grades, or ratings and to and from such locations 
as may be prescribed by the Secretaries concerned, members of the uniformed 
services When ordered to make a change of permanent station shall be entitled 
to transportation in kind for dependents or to reimbursement therefor, or to a 
monetary allowance in lieu of such transportation in kind at a rate to be pre- 
scribed not in excess of the rate authorized in subsection (a) of this section, and 
in connection with a change of station (whether temporary or permanent), to 
transportation (including packing, crating, drayage, temporary storage, and 
unpacking) of baggage and household effects, or reimbursement therefor, to and 
from such locations and within such weight allowances as may be prescribed by 
the Secretaries, without regard to the comparative costs of the various modes of 
transportation. When orders directing a change of permanent station for the 
member concerned have not been issued, or when such orders have been issued 
but are of such a nature that they cannot be used as authority for transportation 
of dependents and baggage and household effects, the Secretaries concerned may, 
nevertheless, authorize the movement of the Jependents and baggage and house- 
hold effects and preseribe transportation in kind, reimbursement therefor, or a 
monetary allowance in lieu thereof as authorized in this subsection, as the case 
may be, only under unusual or emergency circumstances, including but not lim- 
ited to, (1) circumstances when duty is being performed by such member at 
places designated by the Secretary concerned as within zones from which depend- 
ents should be evacuated, (2) circumstances when orders which direct temporary 
duty travel of such member jo not provide for return to the permanent station 
or do not specify or imply any limit to the period of absence from the permanent 
station, or (3) circumstances when such members are serving on permanent duty 
at stations outside the continental United States or in Alaska, or on sea duty. 
The Secretary concerned shall define the term “‘permanent station,” which defini- 
tion shall include, but not be limited to, a shore station or the home yard or home 
port of the vessel to which a member of the uniformed services entitled to receive 
basic pay may be ordered, and a duly authorized change in home yard or home 
port of such vessel shall be deemei a change of permanent station. Under reg- 
ulations prescribed by the Secretary concerned, transportation for dependents 
and baggage and household effects are authorized upon the death of a member 
of the uniformed services while entitled to receive basic pay pursuant to section 
201 (e) of this Act. Under uniform regulations mana anh by the Secretaries 
concerned, a member of the uniformed services who— 

(1) is retired for physical disability or placed on the temporary disability 
retired list; or 
(2) is retired for any other reason, or is discharged with severance pay, im- 
mediately following at least eight years of continuous active duty (no single 
break therein of more than ninety days); 
ig entitled to transportation for his dependents and for his baggage and household 
effects to the home selected for allowance purposes under subsection (a) of this section. 
. * * * * * * 


H. R. 6600, 84tra Conecress (THe Brit) 


Sec. 8. This Act shall be effective from April 1, 1951. No additional amount 
may be paid to members of reserve components as a result of enactment of this amenda- 
tory Act unless travel to such selected home be performed on or prior to April 28, 1958, 
or within one year after such retirement or discharge, whichever is later. 
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847TH CONGRESS HOUSE OF REPRESENTATIVES { Report 


1st Session No. 968 





PROVIDING RESEARCH AND TECHNICAL ASSISTANCE 
RELATING TO AIR POLLUTION CONTROL 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Carve, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


{To accompany S. 928] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 928) to provide research and technical assistance 
relating to air pollution control, having considered the same, report 


favorably thereon with an amendment and recommend that the 
bill as amended do pass. 


The amendment is as follows: 


Strike out all after the enacting clause and insert the fallowing: 


That in recognition of the dangers to the public health and welfare, injury to agri- 
cultural crops and livestock, damage to and deterioration of property, and hazards 
to air and ground transportation, from air pollution, it is hereby declared to be the 
policy of Congress to preserve and protect the primary responsibilities and rights of 
the States and local governments in controlling air pollution, to support and aid 
technical research to devise and develop methods of abating such pollution, ana to 
provide Federal technical services and financial aid to State and local govern- 
ment air pollution control agencies and other public or private agencies and insti- 
tutions in the formulation and execution of their air pollution abatement research 

rograms. To this end, the Secretary of Health, Education, and Welfare and the 

urgeon Genera! of the Public Health Service (under the supervision and direction 
of the Secretary of Health, Education, and Welfare) shall have the authority 
relating to air pollution control vested in them respectively by this Act. 

Sec. 2. (a) The Surgeon General is authorized, after careful investigation and 
in cooperation with other Federal agencies, with State and local government air 
pollution control agencies, with other public and private agencies and institutions, 
ani with the industries involved, to prepare or recommend research programs for 
devising and developing methods for eliminating or reducing air pollution. For 
the purpose of this subsection the Surgeon General is authorized to make joint 
investigations with any such agencies or institutions 

(b) The Surgeon General may (1) encourage cooperative activities by Siate 
and local governments for the prevention and abatement of air pollution, (2) col- 
leet and disseminate information relating to air pollution and the prevention and 
abatement thereof; (3) conduct in the Public Health Service, and support and 
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aid the conduct by State and local government air pollution control agencies, and 
other public and private agencies and institutions of, technical research to devise 
and. develop hatha of preventing and abating air pollution, and (4) make 
available to State and local government air pollution control agencies, other 
public and private agencies and institutions, and industries, the results of surveys, 
studies, investigations, research, and experiments relating to air pollution and the 
prevention and abatement thereof. 

Sec. 3. The Surgeon General may, upon request of any State or local ,overn- 
ment air pollution control azency, conduct investigations and research and make 
surveys concerning any specific problem of air pollution confronting such State or 
loeal government air pollution control agency with a view to recommending a 
solution of such problem. 

Sec. 4. The Surgeon General shall prenare and publish from time to time 
reports of such survevs, studies, investigations, research, and experiments made 
under the authority of this Act as he may consicer desirable, together with appro- 
priate recommendations with regard to the control of air pollution. 

Sec. 5. (a) There is hereby authorized to be appropriated to the Department 
of Health, Education, and Welfare for each of the five fiseal years during the period 
beginning July 1, 1955, and ending June 30, 1960, not to exceed $5,000,000 to 
enable it to carry out its functions uncer this Act and, in furtherance of the policy 
declared in the first section of this Act, to (1) make grants-in-aid to State and Iccal 
government air pollution control azencies, and other public and private agencies 
and institutions, and to individuals, for research, training, and demonstration 
projects, and (2) enter into contracts with public and private agencies and institu- 
tions and individuals for research, training, and demonstration projects. Such 
grants-in-aid and contracts may be made without regard to sections 3648 and 3709 
of the Revised Statutes. Sums appropriated for such grants-in-aid and contracts 
shali remain available until expended, and shall be allctted by the Surgeon 
General in accordance with regulations prescribed by the Secretary of Health, 
Education, and Welfare. 

Sec. 6. When used in this Act— 

(a) The term ‘State air pollution control agency”? means the State health 
authority, except that in the case of any State in which there is a single State 
agency other than the State health authority charged with responsibility for en- 
forcing State laws relating to the abatement of air pollution, it means such other 
State agency; 

(b) The term “local government air pollution control agency” means a city, 
county, or other local government health authority, except that in the case of any 
city, county, or other local government in which there is a single agency other than 
the health authority charged with responsibility for enforcing ordinances or laws 
relating to the abatement of air pollution, it means such other agency; and 

(c) The term ‘‘State’’ means a State or the District of Columbia. 

Sec. 7. Nothing contained in this Act shall limit the authority of any depart- 
ment or agency of the United States to conduct or make grants-in-aid or contracts 
for research and experiments relating to air pollution under the authority of any 
other law. 


PURPOSE OF BILL AS AMENDED 


In recent years it has become increasingly evident that air pollution 
constitutes a danger to the public health and welfare, to agricultural 
crops and livestock, to property values, and to air and ground trans- 
portation. There is a great need to support and aid technical research 
to devise methods of abating air pollution. 

The bill as amended recognizes that the control of air pollution is 
the primary responsibility of State and local governments, and that 
the role of the Federal Government should be limited to conducting 
research and providing technical services for and giving financial aid 
to those agencies and individuals who are concerned with air-pollution 
research and control. 

The bill, as amended, would authorize the Secretary of Health, 
Education, and Welfare, through the Surgeon General of the Public 
Health Service, in cooperation with other Federal agencies, with 
State and local government air-pollution-control agencies, and with 
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other public and private agencies and institutions, to prepare and 
recommend research programs for devising and developing methods 
for eliminating or reducirg air pollution. 

The Surgeon General may (1) encourage cooperative activities by 
State and local governments for the prevention and abatement of air 

ollution; (2) collect and disseminate information relating to air pol- 
fition and the prevention and abatement thereof; (3) conduct in the 
Public Health Service, and support and aid the conduct by State and 
local government air-pollution control agencies, and other public and 
private agencies and institutions of technical research to devise and 
develop methods of preventing and abating air pollution; (4) make 
available to State aod local government air-pollution-control agencies 
and other public and private agencies and institutions the results o 
surveys, studies, investigations, research, and experiments relating to 
air pollution and the prevention and abatement thereof. 

To enable it to carry out its function under this act, the bill as 
amended would authorize an appropriation of $5 million to the 
Department of Health, Education, and Welfare for each of the 5 fiscal 
years beginning July 1, 1955, and ending June 30, 1960. 


NEED FOR SUCH LEGISLATION 


There is no doubt that the emission of fumes and particles into the 
air above heavily populated communities and industrial centers is 
causing a condition described in a variety of terms, including ‘‘smog” 
and “‘smaze.” 

While a few areas have attracted unusual attention because of air 
contamination the problem is rapidly becoming serious and causing 
alarm in many places. ‘Tragic results have followed unexplained oc- 
currences of fumes, fog, and murkiness in the past, as in the Meuse 
Valley in Belgium, in London, in Donora, Pa., and in Poza Rica, 
Mexico, during present history. 

Considerable publicity has been given to “smog” sieges in Los 
Angeles and public officials have indicated fear that like conditions 
may be developing in such widely separated cities as New York and 
Cleveland. 

Commendable efforts are being made in many communities to 
isolate the causes of air contamination and bring about control for 
protection of our people. However, the work underway at present 
is largely uncoordinated and in need of both acceleration and technical 
assistance. A solution of the problem is delayed by inadequate 
observations, insufficient exchange of data, and limited know-how, 
facilities, and funds. 


FEDERAL ASSISTANCE POSSIBLE 


There are a number of Federal agencies particularly qualified and 
equipped to conduct research into the problem of air pollution, 
Among these are the Weather Bureau, the Bureau of Mines, the Bureau 
of Standards, the National Institutes of Health, the Agricultural 
Research Service, and the Atomic Energy Commission. 

It is the opinion of the committee that the Department of Health, 
Education, and Welfare can best coordinate efforts of Federal agencies 
and cooperate with and aid other bodies, State and local, public and 
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private, in formulating and carrying out research programs directed 
toward abatement of air pollution. 

The laboratories of the Federal Government, the testing techniques, 
the records of weather conditions, the trained personnel, and the 
apparatus and equipment now in existence cannot be duplicated 
easily, quickly, or economically by any non-Federal agency seeking to 
counteract the air contamination menace. 

Consequently, it is the opinion of the committee that the Federal 
Government should employ its resources to further the attack against 
pollution of the atmosphere. 

It is the opinion of the committee that considerable time may be 
needed to produce useful results. Therefore, this bill authorizes a 
5-year program of research and cooperation. A lesser period would 
be insufficient to test theories and make painstaking studies. In the 
opinion of the committee, authorization for Federal participation in 
the field of air-pollution research is of such great importance as to 
justify a specific authorizing statute. 


PRESIDENT URGES FEDERAL ASSISTANCE 


The President has recognized the serious nature of the air-pollution 
roblem on several occasions. In his state of the Union message 
ast January he said he would call on Congress to take appropriate 

action against this menace. In his special health message, he stated: 

As a result of industrial growth and urban development, the atmosphere over 
some population centers may be approaching the limit of its ability to absorb air 
pollutants with safety to health. I am recommending an increased appropriation 
to the Public Health Service for studies seeking necessary scientific data and more 
effective methods of control. 

In the fall of 1954 the Secretary of Health, Education, and Welfare, 
at the request of President Eisenhower, appointed an ad hoc Inter- 
departmental Committee on Community Air Pollution, composed of 
representatives of the Departments of Defense, Agriculture, Com- 
merce, Interior, the Atomic Energy Commission, and the National 
Science Foundation, in addition to the Department of Health. Dr. 
Leonard A. Scheele, Surgeon General of the Public Health Service 
was Chairman of the Committee. The Committee recommended 
legislation authorizing a broad Federal program of research and tech- 
nical assistance in air pollution problems. The bill, as amended, is 
substantially in line with the recommendations of the ad hoc Com- 
mittee. 

CONCLUSION 


The committee recognizes that it is the primary responsibility of 
State and local governments to prevent air pollution. The bill does 
not propose any exercise of police power by the Federal Government, 
and no provision in it invades the sovereignty of States, counties, or 
cities. There is no attempt to impose standards of purity. 

At the same time, the program which would be made possible by 
this legislation should stimulate State and local agencies as well as 
aid them in dealing with phases of the problem with which they are 
most immediately concerned. The problem of research into the 
causes and ultimate elimination of air pollution is so complex and 
vast that it is not realistic to expect a solution through uncoordinated 
efforts of a multitude of agencies. 
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CHANGES MADE BY BILL AS AMENDED 


The bill as passed by the Senate would have limited the Public 
Health Service to dealings with “educational institutions” in addition 
to specified official sapetien. The committee felt it desirable that the 
authorization for such cooperation and support not be so limited but 
be extended to “private agencies and institutions,” in order to include, 
for example, industry associations, research institutes and organiza- 
tions, and foundations, since this would permit the use of additional 
available competence in the research program. Furthermore, the 
bill, as amended, includes specific language authorizing the Public 
Health Service to engage directly in research on air pollution problems 
as well as to support research by others. 

The bill, as amended, would increase from $3 million to $5 million 
the limitation in the authorization for appropriation. 

The bill, as amended, also eliminates the advisory board provided 
for in the bill as passed by the Senate because the committee agrees 
with the comments of the Department of Health, Education, and 
welfare that overall coordination of Federal effort can be achieved 
better. by an interdepartmental committee established by executive 
action rather than through the use of a larger statutory advisory 
board. The functions of the non-Federal members of the advisory 
board would be discharged by selective consultants. 

In addition, several clarifying changes have been made in the bill, 
as amended. 


DeparRTMENT oF Heatta, Epucarion, aND WELFARE, 
June 21, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cnarrman: This letter is in response to your request of June 3, 1955, 
for a report on S. 928, a bill to provide research and technical assistance relating 
to air-pollution control. 

The bill would state the Federal policy to be to preserve and protect the pri- 
mary responsibility and rights of States and local governments in controlling air 
pollution, to support and aid technical research on methods of air-pollution 
abatement, and to provide technical services and financial aid to States, local 
governments, and publie or private educational institutions, in the formulation 
and execution of their air pollution abatement research programs. 

The Surgeon General would be authorized to prepare or recommend research 
programs, in cooperation with other official agencies and public and private 
educational institutions, for eliminating or reducing air pollution; to make joint 
investigations with such agencies and institutions; to collect and disseminate 
information relating to air pollution and its prevention and control; to support 
and aid (through grants, contracts, and otherwise) technical research by State 
and local government air-pollution-control agencies and public and private edu- 
cational institutions; to make studies of specific problems of air pollution at the 
request of State or local government air-pollution-control agencies; and to publish 
reports of surveys, studies, investigations, research, and experiments together 
with recommendations with regard to the control of air pollution. 

There would be established within the Public Health Service an Air Pollution 
Control Advisory Board composed of representatives of designated Federal 
agencies, and eight persons (not officers or employees of the Federal Government) 
to be appointed by the President. 

The bill would authorize the appropriation of not to exceed $3 million annually, 
for these various activities for each of the 5 fiscal years in the period beginning 
July 1, 1955, and ending June 30, 1960. , 

Within recent years, air pollution has increased rapidly and is now affecting the 
health, comfort, and welfare of the population in many urban and industrialized 
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communities. The publicity given to certain areas in which the ange has be- 
come critical only highlights a more general condition in many urban areas of the 
country. While considerable success has been attained by municipalities in the 
control of smoke, air pollution from other forms of particulate matter, vapors, and 
gases has increased in severity with the ogee and greater technical complexity 
of economic and community activities. he control of air pollution is hampered 
by inadequate scientific knowledge concerning the production, nature, inter- 
actions, effects and dispersal of air pollutants, and by the lack of satisfactory 
control procedures in some cases. 

There is in our opinion no question as to the desirability of legislation such as 
that proposed by S. 928, to authorize a broad Federal program of research and 
technical assistance to support and aid the States and local governments in their 
air-pollution-control activities. The Public Health Service is currently conducting 
and supporting air-pollution research under existing authorizations relating to 
health. There is need, however, for broader legislative authorization to encom- 
pass related community aspects of air pollution and need for further expansion of 
research and studies to overcome the deficiencies in technical knowledge required 
for effective control efforts. 

Several other Federal agencies have responsibilities related to air pollution but 
not directly concerned with a program designed to extend technical assistance to 
are and private agencies and institutions. This bill makes it clear that it is not 

tended to supersede or limit these existing responsibilities. 

To provide a close working relationship with these other agencies, we would 
propose the establishment, by executive action, of an interdepartmental advisory 
committee to assist in program planning and cooperative action. We believe that 
the overall coordination of Federal effort can be achieved better by such an 
interdepartmental committee ‘than through the use of a larger statutory advisory 
board, as authorized in section § of the bill. The functions of the non-Federal 
members of the advisory board could be furnished by services of selected consul- 
tants. For these reasons, we suggest that section 5 of the bill, which would 
establish an Air Pollution Advisory Board, be deleted. 

The 5-year period of support authorized in the bill for the conduct of the 

rogram is considered a minimum for the production of major research findings. 

me useful results could be obtained in a briefer time but other studies, such as 
those concerned with the chronic health effects of air pollutants, are expected to 
require longer than a 5-year period. At least 2 years of concentrated effort will 
be required to build up to the desirable level of research activity. Thus while it 
is not considered feasible to accomplish the entire objective of the bill within the 
5-year period authorized, the time limitation may serve a useful purpose in pro- 
per the occasion for a reappraisal of program toward the close of the 5-year 
period, 

The reference to grants-in-aid to States in clause (1) of section 6 (a) of the 
bill is somewhat ambiguous and might be looked upon as authorizing formula 
grants to States. We recommend the deletion of this reference. The general 
authorization for grants to and contracts with State and local agencies, and 
other public agencies, and individuals for research, training, and demonstrations 
is more descriptive of the project grant type of authority which is desirable in 
this area at this time. 

The authorizations in the bill for cooperation on air pollution research and for 
its support through grants and contracts would limit the Public Health Service 
to dealings with “educational institutions” in addition to specified official agencies. 
It would be desirabie that the authorization for such cooperation and support 
not be so limited but be extended to include industry associations, research 
institutes, and foundations, since this would permit the use of additional available 
competence in the research program. It is suggested therefore that the limitation 
to atesational institutions be removed. 

We also believe that specific language authorizing the Public Health Service 
to engage directly in research on air-pollution problems should be ineluded 
in order to make entirely clear the congressional intention that the Public Health 
Service conduct research in all the community aspects of air pollution, as well as 
make grants for and support research by others. 

Many problems of community air pollution are of local character with pollutants 
consequently affecting only the localities in which they arise. In other cases, 
larger or regional areas may be affected. We would suggest, therefore, that the 
authorization for preparing or adopting comprehensive programs be e permis- 
sive rather than mandatory in order to obtain the flexibility of operations desirable. 
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The limitation of $3 million annually in the authorization for appropriation, 
included in section 6, is not considered desirable. In the initial year of the pro- 
gram, it is unlikely that such a sum could be utilized efficiently. On the other 
hand, the overall research program will include many complex aspects involving 
the expenditure of considerable sums of money and will include projects extendin 
over a considerable period of time such as those concerned with the chronic healt. 
effects of air pollutants. We recommend, therefore, that no appropriation limita- 
tion be included and that the financial control be exercised through the usual 
annual appropriation process. 

In summary, this Department is in ment with the purposes and principal 
provisions of the bill. e would therefore recommend that the bill, modified as 
suggested above, be enacted by the Congress. 

or your convenience, there is enclosed a copy of an amended bill showing by 
brackets and underscoring the amendments needed to effectuate the modifications 
suggested above, together with a few other amendments of a technical or minor 
nature. 

The Bureau of the Budget advises that it perceives no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 


Ovetra Cup Hossy, Secretary, 





Executive OFFicE OF THE PRESIDENT, 
Bureau OF THE BupceEt, 
Washington 25, D. C., June 21, 1955. 
Hon. J. Percy Priest, 
Chairman, Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. CaairMan: This is in response to your letter of June 3, 1955, 
requesting the views of the Bureau of the Budget on S. 928, a bill to provide 
research and technical assistance relating to air-pollution control, and your earlier 
letters requesting our views on H. R. 835, H. R. 2129, H. R. 2888, and H. R. 3680 
identical bills, to provide for intensified research into the causes, hazards, and 
effects of air pollution including research in means and methods of abating or 
controlling such pollution. The oills provide that such research may be under- 
taken cooperatively with a State, a local government or with other nonprofit 
institutions. Four-year research contracts are authorized with funds to be avail- 
able for expenditure for a 5-year period. The Secretary would be required to 
disseminate, to industry and the general public, the results of such research. 
The bills further authorize the Secretary to utilize the facilities and personnel of 
other Federal and non-Federal agencies. Appropriations of not to exceed $5 
million to carry out the program are also authorized. 

8. 928 embodies objectives which are similar to those of the aforementioned 
measures. This proposal defines the Federal policy of supporting the primary 
responsibilities of the State and local governments in controlling air pollution. 
To this end the proposed legislation authorizes the Secretary of Health, Education, 
and Welfare and the Surgeon General to support and aid technical research on 
methods of air pollution abatement and to provide technical assistance and 
financial aid to State and local governments, educational institutions in the formu- 
lation and execution of their air-pollution-abatement research programs. The 
bill would direct the Surgeon General to prepare or recommend comprehensive 
air-pollution-research programs. In addition the Surgeon General is authorized 
to encourage cooperative activities with State and local governments, to collect 
and disseminate information, and render other appropriate assistance. The bill 
also authorizes the support of research, training, and demonstration projects by 
State and local air-pollution-control agencies and by educational institutions. 
The bill would provide for the establishment of a 15-member Air Pollution Control 
Advisory Board to review and make recommendations on the policies and pro- 
grams provided for in this measure. The proposal would authorize appropriations 
of not to exceed $3 million for each of the 5 years provided for in this act. 

It is recognized that the primary responsibility for the conduct of air-pollution- 
abatement programs rests with the States and local governments. The role of 
the Federal Government has been and should be concerned primarily with the 
research effort seeking necessary scientific data and more effective methods of 
control. In support of this role, the President, in his budget, recommended in- 
creased funds for the Public Health Service for research into the health aspects of 
the air-pollution problem. To the extent that this legislative proposal would 
strengthen this policy by providing broader research authority and by providing 
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for increased cooperation between the Federal Government and State and local 
authorities, the Bureau of the Budget believes that enactment would aid in solving 
problems of air pollution. 

There are, however, several recommended changes which we believe would serve 
to better define the responsibilities of the Federal Government in the air-pollution 
research program. In this regard your attention is called to the provisions of 
section 6 of S. 928 which authorize grants-in-aid to State and local government 
air-pollution-control agencies. The concept of grant-in-aid usually involves the 
payment of Federal moneys to all States based upon formula principle. Since the 
scope and nature of air-pollution problems vary from State to State, the legislation 
should clearly indicate that Federa! grants would be made on the basis of specifie 
project proposals. We believe that a grant-in-aid program for all States, some of 
which may have but limited interest or need, would be far less desirable than the 
more flexible authority contained in clause (2) of section 6. Toclarify this point, it 
is recommended that clause (1) of section 6 be deleted and clause (2) amended to 
include grants in addition to contracts. The project grants thus authorized in 
clause (2) of section 6 would include grants to State or local agencies and would 
facilitate a high degree of cooperation and coordination without extending the 
scope of the Federal interest to the financing local abatement programs. 

ith reference to section 5 of S. 928 which grovions for the establishment of 
an Air Pollution Control Advisory Board, this Bureau believes that while such a 
board would assist in the overall coordination of efforts, its establishment may 
best be accomplished administratively with sufficient flexibility to meet chang- 
ing needs. We recommend that appropriations for the activities proposed in 
these measures be treated in the same manner as those of similar activities for 
which annual appropriations are authorized. Thus, we recommend deletion of 
the provision for appropriations to remain available until expended in section 6 
of S. 928. Similarly, we would question the need or advisability of the provi- 
sions of section 3 of H. R. 835, H. R. 2129, H. R. 2888, and H. R. 3680 which 
continues the availability of unexpended balances for 5 years before being cov- 
ered into the general funds of the rey th Current Treasury practice, in con- 
formity with the Surplus-Fund Certified Claims Act of 1949, provides for transfer 
of unexpended balances 2 years after the end of the fiscal year for which the 
appropriations were made. 

n general, the Bureau of the a is in agreement with the objectives of 
these bills and, subject to the modifications noted above, there would be no 
objection to enactment of S. 928, H. R. 835, H. R. 2129, H. R. 2888, or H. R. 3680, 

Sincerely yours, 
Donatp R. BEe.cuer, 
Assisiant Director. 





Tue Secretary or Commerce, 
Washington, June 7, 1956. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. 

Dear Mr. Cuarrman: This letter is in reply to your request of June 3, 1955, 
for the views of this Department with respect to Senate 928, an act to amend the 
Water Pollution Control Act in order to provide for the control of air pollution. 

This Department feels that intensified research into the causes, hazards, and 
effects of air pollution, and into means for its control and abatement is definitely 
in order and should be undertaken. Although air pollution can be considered 
to be a local problem in many cases, there are many instances when it affects a 
large section of a State or becomes an interstate problem—even an international 
problem at times. Because of its broad scope and importance it is essential that 
the Federal Government organize and conduct a basic air-pollution investigation 
so that appropriate advice for control of air pollution may be made available for 
dissemination to interested agencies and individuals engrossed in air pollution 
problems. For these reasons we recommend enactment of legislation for the 
purpose of Senate 928. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Sinctarn Weeks, Secretary of Commerce. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES / Report 


1st Session No. 969 





AMENDING THE FLAMMABLE FABRICS ACT TO EXEMPT 
FROM ITS APPLICATION SCARVES WHICH DO NOT 
PRESENT AN UNUSUAL HAZARD 





Jone 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Kuen, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H. R. 5222] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 5222) to amend the Flammable Fabrics 
Act to exempt from its application scarves which do not present an 
unusual hazard, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


Purpose or Bint anp NEED FoR LEGISLATION 


The bill would amend the Flammable Fabrics Act to exempt from 
its application scarves made of plain surface fabrics. 

Under the flammability standards provided in the present law, any 
plain surface fabric intended for use in wearing apparel which exhibits 
a burning rate of less than 3 seconds when tested in a prescribed 
manner is classified as ‘‘rapid and intense burning,” and is banned in 
commerce. Plain surface fabrics which exhibit a burning rate of 3% 
seconds or more are classified as having “normal” flammability, and 
are considered as relatively safe for use in wearing apparel. 

Many silk scarves made of plain surface fabrics fail by a narrow 
margin to meet this minimum requirement of a 3% seconds burning 
rate established for relatively safe fabrics. 

Your committee is firmly of the opinion that scarves made of plain- 
surface fabrics should be excluded from the provisions of the Flam- 
mable Fabrics Act. So far as can be determined, such scarves have 
never presented any unusual fire hazard or danger to the public. If 
ignited, the flame can easily be extinguished by merely patting the 
svarf with the hand, for the flame intensity is very low. We are not 
aware of any casualties resulting from the ignition of such scarves, 
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2 AMEND FLAMMABLE FABRICS ACT 


On the other hand, scarves made of brushed or raised surface fabrics, 
which burn with an intense flame, and are highly dangerous to the 
wearer, would continue to be subject to the provisions of this act. 

There is strong justification for considering scarves made of plain- 
surface fabrics as clothing accessories similar to certain hats, gloves, 
and footwear, which are already excluded from the provisions of this 
law. These accessories, if ignited, can easily be divested, and do not 
normally constitute an unusual fire hazard. Similarly, scarves are 
not ordinarily attached to or affixed to the wearer and can, therefore, 
be divested easily and rapidly, if necessary. We are convinced that 
no danger to the public would result from excluding also scarves made 
. plain-surface fabrics from the provisions of the Flammable Fabrics 

ct. 

So far as is known, the only scarves that would be affected by the 
proposed amendment would be the plain surface, lightweight silk 
scarves, usually those of 4-momme weight or ligher weight, which are 
imported principally from Japan. Spokesmen for American importers 
of, and dealers in, these silk scarves testified in favor of this bill before 
the Subcommittee on Commerce and Finance of your committee. 
They stated that since July 1, 1954, when the Flammable Fabrics Act 
became effective, they have suffered serious financial damage, without 
any compensatory benefit to the public. It was estimated that 
$1,250,000 worth of such silk scarves have been accumulated in stock 
and cannot be sold under present law. For the smaller firms, this 
freezing of capital in inventory, and loss of sales, have seriously im- 
periled the solvency and survival of businesses which, in some cases, 
were established 50 years ago. Furthermore, thousands of dozens of 
silk scarves are now being tied up by customs because of the un- 
predictability of the results of burning tests prescribed by law. Many 
dealers, acting in good faith, have imported scarves which were deemed 
to be in conformity with the law, only to be informed that subsequent 
testing indicated a contrary result. (It is not unusual for scarves of 
the same weight, construction, and dye content to pass one test and 
fail another identical test.) In any event, the loss to the scarf in- 
dustry occasioned by the storage of doubtful categories of scarves, 
and the delay at customs have proved to be extremely damaging, even 
though subsequent testing proved that the imports were found to 
comply with the flammability tests prescribed in the law for safe 
fabrics. 

A hearing on this bill was held on April 21, 1955. Witnesses testi- 
fying in favor of the bill included Mr. John L. Kilcullen, associate 
general counsel of the Department of Commerce, Mr. George Marlin, 
general counsel for the National Women’s Neckwear and Scarf 
Association, Mr. Ely Kushel, counsel for a number of firms dealing 
in and importing silk scarves, and Mr. Raoul Desvernine, appearing 
on behalf of the Japanese Chamber of Commerce of the city of New 
York. 

Letters in opposition to the bill were received from the International 
Ladies’ Garment Workers’ Union and from the Silk & Rayon Printers 
& Dyers Association of America, Inc. 

Favorable reports on H. R. 5222 were received from the Secretary 
of Commerce and the Department of State. The Federal Trade 
Commission and the Bureau of the Budget had no objection to the 
bill. ‘These four reports are included in the appendix to this report. 
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‘History oF FLAMMABLE Fasrics Act 


The purpose of the Flammable Fabries Act (Public Law 88, 83d 
Cong.), is to protect the public from ths dangers surrounding the use 
in wearing apparel of highly flammable textiles of the type which have 
caused either bodily injury or death to numerous individuals. The 
act is limited in scope to wearing apparel and fabrics which are in- 
tended or sold for use in wearing apparel. It outlaws, for example, 
the introduction, movement, or sale in interstate commerce of highly 
flammable children’s cowboy playsuits, and the so-called torch sweat- 
ers or jackets which have caused serious injuries and death to a num- 
ber of innocent and unsuspecting individuals in recent years. 

Bills to prohibit the transportation in interstate commerce of highly 
flammable fabrics and wearing apparel were introduced in the House 
beginning with the 79th Congress, 1st session (1945). In the 80th 
Congress, your committee held extensive hearings on three flammable 
fabric bills, namely, H. R. 505, by Mr. Canfield of New Jersey; H. R. 
601, by Mr. Johnson of California; and H. R. 1111, by Mr. Arnold, of 
Missouri. Similar bills were introduced during the 8ist and 82d 
Congresses. In the 82d Congress, the Senate passed unanimously 
S. 2918. This bill was reported by your committee on July 4, 1952. 
The House took no action on that bill prior to the adjournment of the 
Congress on July 7, 1952. 

In the 83d Congress, five similar flammable-fabric bills were intro- 
duced, namely, H. R. 389, by Mr. Canfield, of New Jersey; H. R. 
2768, by Mr. Wolverton, of New Jersey; H. R. 3851, by Mr. Canfield, 
of New Jersey; H. R. 4159, by Mr. Johnson, of California; and H. R. 
4500, by Mr. Williams, of Mississippi. The principal object of all 
these bills was to prohibit the introduction or movement in interstate 
commerce of articles of wearing apparel, and fabrics for use in wearing 
apparel, which were so highly flammable as to be dangerous when 
worn by individuals. After extensive hearings and executive con- 
sideration of these bills, the then chairman of the committee, Mr. 
Wolverton, introduced a “clean” bill, H. R. 5069, at the direction of 
the committee. This bill was passed by the House unanimously on 
June 3, 1953, by the Senate on June 18, 1953, and was approved by 
the President on June 30, 1953 (Public Law 88, 83d Congress). This 
act took effect on July 1, 1954. 


STANDARDS OF FLAMMABILITY 


The major problem in formulating legislation to control the use of 
dangerously flammable textiles is to discriminate between the conven- 
tional fabrics that present moderate and generally recognized hazards 
and the special types of fabrics which present unusual hazards and are 
highly dangerous. 

The rate of burning of a garment or other textile product depends 
upon the kind of fiber, the finishing materials present, the structure 
of the yarn and fabric, and such circumstances as the relative humidity. 
In general, wool textiles ignite and burn with difficulty, while cotton 
and rayon ignite and burn more readily. The major hazards arise 
from certain cotton or rayon fabrics having fuzzy or furlike surfaces 
which flash and burn with exceeding rapidity. Most synthetic tex- 
tiles melt when heated and the molten material is capable of producing 
serious burns on coming in contact with the skin. 
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4 AMEND FLAMMABLE FABRICS ACT 


Section 4 of the Flammable Fabrics Act prescribes the standards of 
flammability. Commercial Standard 191-53, promulgated by the 
Secretary of Commerce effective January 30, 1953, Py wee the 
standards of flammability for clothing textiles, and Commercial 
Standard 192-53, promulgated by the Secretary of Commerce effec- 
tive May 22, 1953, prescribes the standard of flammability for vinyl 
plastic film. 

COMMERCIAL STANDARD 191—53 


The flammability test provided in the Commercial Standard 191-53 
makes use of strips of fabric 2 by 6 inches in dimensions. ‘These strips 
are washed, cleaned, and dried to a bone-dry condition in a prescribed 
manner. ‘The test consists of measuring the burning time in seconds 
when the test strip is mounted in a specially designed apparatus, 
called a flammability tester, and a flame is applied in a prescribed 
manner. 

Three classes of flammability are prescribed in Commercial Standard 
191-53, as follows: Class 1, normal flammability; class 2, intermediate 
flammability; and class 3, rapid and intense burning. 


Textiles having ‘‘normal’’ flammability 


Textiles without nap, pile, tufting, flock, or other type of raised 
fiber surface are classified as class 1, normal flammability, when the 
time of flame spread is 4 seconds or more.’ Napped, pile, tufted, 
flocked or other textiles having a raised fiber surface are classified 
as class 1, normal flammability, when the time of flame spread is 
more than 7 seconds, or when they burn with a rapid flash (from 0 to 
7 seconds), provided the intensity of the flame is so low as not to 
ignite or fuse the base fabric. 


Textiles having ‘intermediate’ flammability 
Textiles which have a nap, pile — flock or other type of 
raised-fiber surface are classified as Class 2, Intermediate flammability 


when the time of flame spread is from 4 to 7 seconds, and the base 
fabric ignites or fuses. 


Textiles which are “rapid and intense burning” 


Textiles free from nap, pile, tufting, flock, or other type of raised- 
fiber surface are classified as Class 3, Rapid and intense burning, when 
the time of flame spread is less than 4 seconds.? Napped, pile, tufted, 
flocked or other textiles having a raised-fiber surface are classified as 
Class 3, Rapid and intense burning, when the time of flame spread is 
less than 4 seconds and when the intensity of flame is such as to ignite 
or fuse the base fabric. 

The Flammable Fabrics Act prohibits the introduction or movement 
in interstate commerce of those fabrics which are classified as Class 3: 
Rapid and Intense Burning. 


COMMERCIAL STANDARD 192-53 


Commercial Standard 192-53 is the industry-approved standard 


«with respect to vinyl plastic film. Such film is used in the manufac- 


1 For the purpose of administering the Flammab!‘e Fabrics Act, Public Law 629, 83d Cong. reduced the 
normal burning time for plain-surfaced fabrics from 4 seconds to 344 seconds. Such fabrics are, therefore, 
considered as having normal flammability. 

2 For the purpose of administering the Flammable Fabrics Act, Public Law 629, 88d Cong., provides 
that, in the case of plain-surfaced fabrics, the classification of “rapid and intense burning”’ shall apply to 

fabrics where the time of flame spread is less than 34 seco! 
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ture of various articles of wearing apparel such as raincoats, capes, 
hoods, pants, and aprons. The flammability test is prescribed in 
paragraph 3.11 of this standard. 


1954 AMENDMENT TO FLAMMABLE FABRICS ACT (PUBLIC LAW 629, 83D 
CONG.) 


Shortly before the effective date of the Flammable Fabrics Act 
(July 1, 1954), representations were made to your committee to the 
effect that certain sheer fabrics, such as organdies, tulles, and georgettes, 
which have been used with safety by the American consumer for many 

nerations, failed by a very narrow margin to pass the 4-second 

urning time prescribed in the law for nonhighly flammable textiles, 
and they were therefore banned in commerce. ees committee was 
advised that the ban on such fabrics would have a very significant 
effect on the manufacturers and processors of these sheer fabrics, and 
would remove from the market very fine textiles used in the manu- 
— of women’s and children’s dresses which would be difficult to 
replace. 

In order to rectify this situation, your committee reported favorably 
S. 3379 (83d Cong.), with amendments, which subsequently became 
Public Law 629, 83d Congress, approved on August 23, 1954. This 
law reduced the normal burning time for plain-surface fabrics, that is, 
fabries free from nap, pile, tufting, flock, or other type of raised fiber 
surface, from 4 seconds to 34% seconds. For the purposes of admin- 
istering the Flammable Fabrics Act, therefore, the 3%-second burning 
time for plain-surface fabrics is adequate to classify such textiles as 
fabrics having normal flammability. 

The lowering of the burning time to 3% seconds for plain-surface 
fabrics, nevertheless, was not sufficient to accommodate certain light- 
weight silk scarves, which have equally been shown to be of no unusual 
hazard to wearers, and consequently of no danger to the public. The 
reported bill, H. R. 5222, would provide this urgently needed relief 
to importers of, and dealers in, silk scarves. 


APPENDIX 


DEPARTMENT OF COMMERCE, 
Washinglon 25, D. C., April 14, 1958: 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

Dear Mr. Cratrman: This letter is in reply to -— request of March 29, 1955, 
for the views of this Department with respect to H. R. 5222, a bill to amend the 
Flammable Fabrics Act to exempt from its application scarves which do not 
present an unusual hazard. 

The Department of Commerce favors the enactment of this bill. 

There is strong justification, in our opinion, for considering scarves as —— 
accessories similar to hats, gloves, handkerchiefs and footwear. To the best 
our knowledge plain-surface scarves have never presented any serious hazard to 
wearers, and consequently no danger to the public would result from excluding 
such scarves from the definition of wearing apparel in the Flammable Fabries Act. 
On the other hand, scarves made of brushed or raised surface fabrics whicb 
burn with an intense flame would undoubtedly involve some hazard to the wearer, 
and should be required to meet the flammability test provided in the Flammable 
Fabrics Act. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to your committee: 

Sincerely yours, 


Sincitarz Weeks, Secretary of Commerce: 
74009°—57 H. Rept., 84—1, vol. 384 
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DeparTMENT oF Stats, 
Washington, D, C., April 20, 19568. 
Hon. J. Percy Priest, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. Priest: Reference is made to your letter of March 29, 1955, trans- 
mitting a copy of H. R. 5222, to which an interim acknowledgment was sent on 
March 30, 1955. H.R. 5222 would include “scarves made of plain surface fabrics” 
prnong those articles exempted from the application of the Flammable Fabrics 

ct. 

The Department understands that this exemption is being proposed in view 
of the opinion of industry experts that, since such scarves are ordinarily worn 
as accessories, they do not cause an unusual hazard to their wearers. The De- 
partment is, therefore, gratified at the introduction of the bill and is pleased 
to recommend its enactment, since it believes that legislation designed for safety 
or the protection of health should not obstruct trade any more than is necessary 
to accomplish such purposes. 

The Department has been informed by the Bureau of the Budget that there 
is no objection to the submission of this report. 

Sincerely yours, 
Taruston B. Morton, 
Assistant Secretary 
(For the Secretary of State). 





Feperat Trape ComMIssION, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C. 
{Received April 20, 1955.) 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States House of Representatives, Washington 25, D. C. 
My Dear Mr. Cuarrman: This is in response to your letter of March 29, 1955, 
inviting comment by this agency upon H. R. 5222, 84th Congress, Ist session, a 
bill to amend the Flammable Fabrics Act to exempt from its application scarves 


‘which do not present an unusual hazard. 


The bill would except “scarves made of plain surface fabrics’’ from the pro- 
visions of the Flammable Fabrics Act. The term “plain surface textile fabrics” 
has been defined in rule 1 (a) (7) of the Rules and Regulations issued by the 
Commission pursuant to that act as meaning “any textile fabric which does 
not have an intentionally raised fiber or yarn surface such as a pile, nap, or tuft, but 
shall include those fabrics having fancy woven, knitted or flock printed surfaces.” 

The express limitation of the exception to “scarves made of plain surface 
fabrics” will leave subject to the act scarves made of so-called “torch” sweater 
materials and similar highly napped fabrics which have been proved dangerous. 
Generally speaking, scarves made of plain surface fabrics do not appear to pre- 
sent any unusual hazard to the wearer and the Commission is not aware of any 
casualties resulting from the ignition of such scarves. 

In the report of the House committee upon the bill which became the Flam- 
mable Fabrics Act; the purpose of the legislation was stated: “* * * to protect 
the public from the danger surrounding the use in wearing apparel of highly 
flammable textiles of the types which have caused either bodily injury or death 
to numerous individuals.” 

The report further emphasized the problem of fixing upon a standard of flam- 
mability that would ‘discriminate between the conventional fabrics that present 
moderate and generally recognized hazards and the special types of fabrics which 
present unusual hazards and are highly dangerous.” It is, therefore, believed 
that the proposed amendment is in accord with the intent of the Congress as 
expressed in the report. 

The Commission has no information which would warrant objection to the 
proposed amendment. 

By direction of the Commission: 

Sincerely yours, 


Epwarp F. Howrey, Chairman: 


Nots.—Pursuant to regulations, this report was submitted to the Bureau of 
the Budget on Apri! 20, 1955, and on that date the Commission was advised that 
there would be no objection to the submission of the report to the committee. 
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Execorive OrricE or THE PRESIDENT, 
BUREAU OF THE BupGeEt, 
Washington, D. C., April 20, 19568: 
Hon: J: Percy Priest, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washinglon, D. C. 

My Dear Mr. Caatrman: This is in reply to vour letter of March 29, 1955, 
requesting the views of this office with respect to H. R. 5222, a bill to amend the 
Flammable Fabrics Act to exempt from its application scarves which do. not 
present an unusual hazard. 

This office would have no objection to the enactment of this measure: 

Sincerely yours, 
Haroip PEARSON, 
Assistant Directors 
CxrANGEs IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 2 (p) oF THE FLAMMABLE Fasrics Act 


DEFINITIONS 

Sec. 2. As used in this Act— 

* * a * * bl Saal 

(d) The term “article of wearing apparel” means any costume or article of 
clothing worn or intended to be worn by individuals except hats, gloves, scarves 
made of plain surface fabrics and footwear: Provided, however, That such hats do 
not constitute or form Pade of a covering for the neck, face, or shoulders when 
worn by individuals: Provided further, That such gloves are not more than 


fourteen inches in length and are not affixed to or do not form an integral part 
of another garment: And provided further, That such footwear does not consist 
of hosiery in whole or in part and is not affixed to or does not form an integral 
part of another garment. 
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MINORITY VIEWS 


It is the view of the undersigned that H. R. 5222 should not be 
passed. j F 

Less than a year ago your Committee on Interstate and Foreign 
Commerce reported to the House, in connection with S. 3379, 83d 
Congress, a bill to amend the Flammable Fabrics Act, as follows: 

Your committee is convinced that scarfs should be subject to the provisions of 
the law just as any other item of wearing apparel. They can be as much a danger 
to human safety as any other improperly protected garments. Scarfs are worn 
around the head or neck and tied on with a knot which may not be easily remov- 
able. Once ignited, the danger of the hair catching on fire is very great. The 
scarfs cannot be readily discarded under such circumstances. 

It should be emphasized that not all the silk scarfs are presently being banned 
under the Flammable Fabrics Act. The only silk scarfs which are unable to 
meet the flammability requirements under this law are the very lightweight 
4-momme and lighter scarfs. The heavier weight silk scarfs of 5-momme weight 
or higher would generally pass the flammability tests under the present law 
(83d Cong., 2d sess., H. Rept. No. 2630, filed August 5, 1954). 


Nothing has transpired since that time to change our thinking on 
this subject. 

When tested in accordance with the procedures prescribed in section 
4 of the Flammable Fabrics Act, these lightweight silk scarves fail to 
meet the standard for normal flammability, and fall into the category 
of “rapid and intense burning”’ textiles which are considered danger- 
ously flammable and, therefore, unsuitable for clothing. Such mer- 
chandise should not be excepted from the provisions of the act. 

This law was passed unanimously by the House on June 3, 1953, and 
by the Senate on June 18, 1953. It was approved on June 30, 1953 
(Public Law No. 88, 83d Cong.). The purpose of the law was to 
prevent incidents like the following from ever occurring again: 

Martha M. Gross, Kansas City, Mo., had a sweater patterned after angora, 
having long, fuzzy nap, purchased in Baltimore. The head of a match flew off 
against the sweater, igniting it. Her brother and sister came to her rescue and 
both were burned. She was very ill and suffered disfiguring scars and her hands 
were injured so that she could no longer follow her profession, which was that of 
@ stenographer and secretary. 

* * * * * e s 


Georgia Stevens, 18-year-old co-ed, was burned to death at a sorority initiation 
rite last spring at the University of Texas. It was a candlelight initiation and 
her gown brushed against a lighted candle. 

* * + > * * = 


* * * twenty-odd boys 3 to 8 years of age * * * were burned, maimed, and 
6 of [them] died, as a result of burns sustained when their cowboy suits took fire. 
[83d Cong., Ist sess., H. Rept. No. 425 to accompany H. R. 5069.] 

We submit that no scientific evidence of any kind was presented to 
the subcommittee during the hearings on this bill, to prove that the 
exemption sought by this bill would not endanger public safety. 

The bill, as reported, would exempt from the provisions of the 
Flammable Fabrics Act all scarves made of plain-surface fabrics. 
This would include, in addition to silk scarves, which is the primary 
purpose of the bill, plain surface scarves made of rayon, plastics, and 
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any other textile material. The question of the flammable character 
and relative safety of rayon and plastic scarves was not even mentioned 
during the subcommittee’s hearings. We believe that the National 
Bureau of Standards and the textile industry should also submit a 
report to the Congress on the flammability of such scarves and their 
relative safety for use in wearing apparel before we should be asked to 
approve this bill. 

hile the bill would exempt only silk scarves, such items as blouses 
and nightgowns made of the identical silk would continue to be banned 
under the law. We see no reason to regard a fabric as dangerous when 
used in a nightgown or a blouse and not dangerous when used as a 
scarf. As a matter of fact, a silk scarf tied around the head, face, and 
neck, if ignited, could cause even more severe injury to the wearer 
than an ignited silk blouse. 

It is admitted that the purpose of the bill is to exempt silk scarves 
from the provisions of the Flammable Fabrics Act. Such scarves are 
imported principally from Japan. It is our view that Japan can and 
should be made to meet the requirements of the standards of flamma- 
bility for clothing textiles prescribed in the law if they wish to import 
into this country. Countless thousands of dozens of silk scarves are 
being ae he that safely meet these standards. There is no good 
reason why the rest of these scarves cannot be brought up to these 
safe, legal standards. 

It is unfortunate that importers of, and dealers in, silk scarves have 
accumulated large inventories of this highly flammable merchandise. 
The fact remains, however, that all industries concerned were given 1 
full year after the date of enactment of the Flammable Fabrics Act to 
adjust their inventories and manufacturing processes to the new safety 
standards prescribed by this law. 

It is our sincere conviction that to pass this bill is to endanger the 
safety of the women and children of our Nation. 

Indicative of the strong feeling in opposition to this legislation which 
will affect the lives of every jadivitieal are the following letters received 
from the International Ladies’ Garment Workers’ Union and the Silk 
& Rayon Printers & Dyers Association of America, Inc.: 


INTERNATIONAL Lapiges’ GarMENT Workers’ UNION, 
New York, N. Y., April 20, 1956. 
Hon. Arrnaur G. Kern, 


Chairman, Commerce and Finance Subcommittee, 
Interstate and Foreign Commerce Committee, 
House Office Building, Washington, D. C. 


Dear ConcressMAN Kie1n: We note from the press that your committee is 
considering H. R. 5222 which would exempt plain-surface scarves from the pro- 
visions of the Flammable Fabrics Act. hen H. R. 9193, which had the same 
objective, was under consideration last year, the International Ladies’ Garment 
Workers’ Union objected in the strongest terms to the exclusion of silk and other 
plain-surface fabric scarves from the coverage of the act. There was no reason 
then, as there is no reason now, to regard a fabric as flammable if used in a 
nightgown or blouse and as nonflammable if used in a searf. The possibility that 
the loose ends of scarves will catch fire is certainly much greater than with other 
articles of clothing which are worn closer to the body. The exposed portions of 
a sheer scarf worn close to the face could, if ignited, cause severe injury to the 
ing a The same holds true for sheer scarves worn around the neck, or arm, 
or head. 

The issue of flammability of scarves must not be resolved in terms of the inter- 
ests of domestic importers or foreign exporters, but solely in the interests of 
possible: victims of ignited scarves. Certainly there is no reason why opera- 
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tions should not continue under existing flammability standards with fabrics 
which meet the legal standards because they are of somewhat heavier weight 
or have been flameproofed. Scarves which are being made now are sufficiently 
sheer to satisfy the wants of consumers. As a matter of fact, domestic and 
foreign textile mills managed to adjust their production without any difficulty 
so that their fabrics could meet the burning tests provided by the Flammable 
Fabrics Act. 

We urge your subcommittee to reject H. R. 5222. Last year we submitted a 
good deal of material in support of our position and comments on the arguments, 
advanced by proponents of v8 R. 9193, which should be in the files of your com- 
mittee. We will be glad to submit additional material supporting our views 
should goa so desire. 

ery truly yours, 
James Lipsic, 
Assistant Executive Secretary. 





Sitrx & Rayon Prinrers & Dryers ASSOCIATION oF America, INc, 
Washington, D. C., April 20, 1956. 
Hon. Artuur G. Kern, 
Chairman, Subcommittee on Commerce and Finance 
Committee on Interstate and Foreign Commerce 
House of Representatives, Washington, D. C. 

Dear Mr. Kien: On behalf of its members, the Silk & Rayon Printers & Dyers 
Association of America, Ine., a trade association comprising some 125 concerns 
who finish silk, rayon, and other synthetic fabrics, and the recognized spokes- 
man for the silk and rayon finishing industry, wishes to go on record as opposing 
the enactment of H. R. 5222, which would amend the Flammable Fabrics Act (15 
U.S. C. 1191-1200). 

Under section 4 of the act in its present form, sheer silk scarves of less than 
5 momme in weight are banned by Commercial Standard 191-53. The biil, H. R. 
5222, would exempt ‘‘scarves made of plain surface fabrics” from the purview of 
the Flammable Fabrics Act. This would legalize, as wearing apparel for women 
and girls, sheer silk scarves of 3 and 4 momme weight, the bulk of which is im- 
ported from Japan and which admittedly have “rapid and intense” flammability 
characteristics. 

Scarves are frequently knotted or tied about the head, face and neck. They 
are not rapidly removable from the person as a general rule, and hence can cause 
serious and disfiguring damage to the wearer if ignited. Where the items of 
apparel have “rapid and intense” flammability, as sheer silk scarves admittedly 
have, they constitute real dangers to the wearers which the act properly seeks 
to void by banning their importation and sale. 

An identical amendmert was proposed last year in 8. 3379 (83d Cong., 2d sess.), 
introduced by Senator Purtell, but it was not enacted into law at that time.. The 
reasons against the enactment of that provision last year hold just as true this 
year with respect to H. R. 5222. 

Although the members of our industry are exempt from the operations of the 
Flammable Fabrics Act except in the most unusual circumstances (sec. 11. (b)), 
this association feels that protection for the consumer—the basic objective of the 
Flammable Fabrics Act—would be prejudiced if sheer silk scarves were to be 
legalized as articles of wearing apparel, regardless of the rapidity or intensity of 
their flammability. 

Therefore, we respectfully urge that H. R. 5222 should not be approved. It is 
respectfully requested that this letter be inserted in the record. 

pectfully submitted, 
Sirx & Rayon Printers & Dyers AssocraTION oF AMERICA, INC,; 
By Daniet L, Kreeaer, Washington Representative. 


Respectfully submitted. 


Cras. A. WOLVERTON, 
Joun W. HESELTON, 
Joun V. BEAMER. 
Paut F. ScHencx. 
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A ROSTER OF SENIOR JUDGES 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rocers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 6248] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 6248) to provide for the maintenance of a roster of retired 
judges available for special judicial duty and for their assignment to 
such duty by the Chief Justice of the United States, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the maintenance of a roster 
of retired judges of the United States courts to be known as the 
Roster of Senior Judges and from which assignment for special 
judicial duty may be made by the Chief Justice of the United States. 


GENERAL STATEMENT 


The bill H. R. 6248 was introduced upon receipt of an executive 
communication from the Administrative Office of the United States 
Courts to the Speaker of the House of Representatives dated May 
10, 1955. This bill was recommended by the Judicial Conference at 
its March meeting of 1955 after a study and the report by a special 
committee appointed to consider the subject matter. 

The bill would amend section 294 of title 28 of the United States 
Code which deals jwith the assignment of retired judges to active 
duty by inserting a new subsection and relettering the present sub- 
section (d) as subsection (e). 

The assignment of retired Justices or judges to active duty is 
jeter governed by section 294 of title 28 of the United States Code. 

ubsection (a) of that section deals with the assignment of the Justices 


55006 











Dito st 


UNIVERSITY OF MICHIGAN LIBRARIES 


2 A ROSTER OF SENIOR JUDGES 


of the Supreme Court by the Chief. Justice to special judicial duties 
in any circuit when said Justice is willing to undertake same. It 
should be noted here that the bill H. R. 6248 does not affect the 
Justices of the Supreme Court. 

Under subsection (b), retired circuit or district judges may be 
assigned to special judicial duties in any circuit as they are willing to 
undertake. This assignment is made by the iol judge of the 
judicial council of the circuit. If the assignment is for service else- 
where, it is then made by the Chief Justice of the United States. 
Under subsection (c), a retired judge of any other court of the United 
States who is willing to perform special judicial duty may be called 
on by the chief judge of the particular court involved. Subsection 
{d) prohibits a retired judge or justice from performing any judicial 
duties except when he is designated and assigned. 

The principal changes which this bill would make in that section 
are two: 

First, retire judges who are willing to undertake special judicial 
duties in a particular court or courts designated by them or generally 
in any court would be termed senior judges instead of retired judges. 
Their names would then be placed on a special roster of senior judges 
available for such duties. This roster would be known as the Roster 
of Senior Judges and would be maintained by the Chief Justice of the 
United States. 

Second, as the law now stands under section 294 of title 28 of the 
United States Code, the Chief Justice of the United States may 
designate a retired circuit or district judge to perform judicial duties 
in a court of appeals or a district court in any circuit, but the services of 
a retired judge of one of the special courts such as the United States 
Court of Claims, the United States Customs Court and the United 
States Court of Customs and Patent Appeals can be used only in the 
court of which he is a member. However, under the provisions of 
H. R. 6248, the Chief Justice would be empowered to assign a judge of 
one of the special courts who is willing, as well as a wetted circuit 
judge or district judge, to perform judicial duties in any court of the 

nited States other than the Supreme Court. The bill provides that 
any judge of the United States who retires from active service under 
section 371 (b) or section 372 (a) of title 28 of the United States Code 
may volunteer to have his name placed on the Roster of Senior Judges. 
Under the sections referred to above, the privilege of retirement under 
specified conditions to judges of the United States who are appointed 
to hold office during good behavior is granted. That tenure of office 
applies both to the juin of the special courts as well as to judges of 
the courts of appeals and the district judges. Thus, under the pro- 
visions of the proposed bill, the talents of these judges of the special 
courts could be utilized in the courts of appeals and the district 
courts when the need for manpower arises therein. This additional 
manpower would go far to alleviate the congestion and the delay 
which flows from large dockets. 

The bill further pepe thet no retired judge denominated as a 
senior judge should be assigned to perform judicial duties in any 


court except upon the presentation of a certificate by the chief judge 
of the court to which he is assigned that there is necessity for his 
service there. 
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Upon consideration of all the facts surrounding this legislation the 


‘committee recommends favorable enactment of the bill H. R. 6248. 


Attached hereto and made a part of this report is the executive 
communication dated May 10, 1955. 





ADMINISTRATIVE OFFICE OF THE UNitTEp States Courts, 
Washington 13, D. C., May 10, 1956. 
Hon. Sam Rarsurn, 
Speaker of the House of Representatives, 
Washington, D. C. 


Dear Mr. Speaker: On behalf of the Judicial Conference of the United States, 
I transmit herewith for the consideration of the Congress a draft of a bill which 
would provide for the maintenance of a roster of retired judges to be known as 
senior judges available for special judicial duty and for their assignment to such 
duty by the Chief Justice of the United States. The bill enclosed was recom- 
mended by the Judicial Conference at a meeting held March 24 and 25, 1955, 
The action of the Judicial Conference was based upon a study and report of a 
committee on the retirement and tenure of judges, of which Circuit Judge F. 
Ryan Duffy of Wisconsin, chief judge of the Seventh Circuit, is the chairman, 
and Circuit Judges Armistead M. Dobie of Virginia, Herbert F. Goodrich of 
Pennsylvania, Shackelford Miller, Jr., of Kentucky, and Kimbrough Stone(retired) 
of Missouri, and District Judges Sam M. Driver of Washington, Ernest W. 
Gibson of Vermont, Carl A. Hatch of New Mexico, Sylvester J. Ryan of New 
York, Henry A. Schweinhaut of Washington, D. C., and E. Marvin Underwood 
(retired) of Atlanta, Ga., are members. 

The committee made a report at the annual meeting of the Judicial Conference 
in September 1954 recommending that a roster of senior judges available for 
assignment by the Chief Justice as provided in the pending bill be established, 
The Judicial Conference directed that the report be circulated among the Federal 
judges for an expression of their views (pp. 8-9 of the September 1954 report of the 
Judicial Conference). At the next meeting of the Judicial Conference held last 
March the committee reported that the response of the judges to the circulation 
of the report bad been “prompt, extensive, and overwhelmingly favorable. Of 
21 circuit judges and 61 district judges who responded, all but 1 circuit judge and 
2 district judges were favorable. Many judges registered an enthusiastic ap- 
proval.” be Judicial Conference thereupon approved the measure proposed 
and directed that it be recommended to the Congress for enactment. 

The bill recommended would amend the present section 294 of title 28 of the 
United States Code which deals with the assignment of retired judges to active 
duty by inserting a new subsection to be lettered (d) and relettering the present 
subsection (d) as subsection (e). The principal changes which the amendment 
would make are two. 

First, retired judges who signify their willingness to undertake special judicial 
duties from time to time either in a particular court or courts specified by them 
or generally in any court, would be termed senior judges instead of retired judges 
and placed upon a roster of senior judges available for such duties. The term 
senior judge is considered a more fitting and acceptable term to characterize a 
judge who after relinquishing his active status continues to be willing to do judi- 
cial work, than retired judge. Concerning this, the committee on retirement of 
judges commented in its first report to the Judiciai Conference as follows: 

“Judicial retirement, under section 371 (b) is, at present, confused in the publie 
mind with ‘retirement’ as that term is ordinarily used in Government service and 
private industries. Certainly the term is a misnomer as applied to a judge who 
retires but who continues to perform judicial service. The committee has learned 
that in several cases a judge eligible for retirement refused to do so because the 
designation ‘retired,’ in his mind, at least, carried the connotation ‘on the shelf’ 
or ‘inability to carry on judicial duties.’ ” 

As an illustration of this the committee in its second report made last March, 
after its recommendation had been circulated among the judges, quoted from a 
letter from a district judge as follows: Ua : 

“‘* * * When I eventually reach retirement age, I shall very much dislike being 
considered as a retired judge past his days of usefulness. I shall want to go on 
working, because my great happiness is and always has been in the field of the 
law. The phrase ‘retired judge’ rather connotes one who is senile, useless, and 
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ready for the spade. I shall be happy to be known as a senior judge, becatse 
that phrase connotes experience and ability to continue actively.” 

, Second, whereas section 294 of title 28 of the United States Code, as it now 
stands, enables the Chief Justice of the United States to designate a retired circuit 
judge or district judge to perform judieial duties in either a court of appeals or a 
district court in any circuit, it provides for the service of a retired judge of one of 
the special courts (that is, the U. 8. Court of Claims, the U. 8. Court of Customs 
and Patent Appeals, and the U. 8. Customs Court) only in the court of which 
he is a member. The enclosed bill would empower the Chief Justice to assign 
a retired judge of one of the special courts who is willing, as well as a retired 
circuit judge or district judge, to perform judicial duties “in any court of the 
United States other than the Supreme Court.” This it would do by provid- 
ing that any judge of the United States who retires from regular active serv- 
ice under section 371 (b) or section 372 (a) of title 28 of the United States Code 
may, upon indication of his willingness, be placed upon the Roster of Senior 
Judges. Both sections 371 (b) and 372 (a) grant the privilege of retirement under 
the specified conditions to judges of the United States “‘appointed to hold office 
during good behavior,” and this is the tenure of the judges of the special courts as 
well as of circuit judges and district judges. Among the judges of the special 
courts are judges with general judicial capacity whose assistance from time to 
time in the courts of appeals or the district courts would be advantageous in the 
dispatch of their business. 

The bill recommended would provide finally that no retired judge denominated 
as a senior judge in the proposed measure should be assigned to perform judicial 
duties in any court except upon the presentation of a certificate by the chief judge 
of the court to which he is assigned that there is necessity for his service. 

It is believed that the measure proposed would be conducive to a larger service 
of retired judges in the courts of appeals and the district courts after their retire- 
ment. This is especially desirable in this time when many of those courts are 
overburdened. Accordingly it is hoped that the measure recommended may 
meet the approval of the Congress and be enacted. 

Sincerely yours, 
Henry P. CHANDLER. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the bill 
here reported; present provisions proposed to be stricken are enclosed 
in black brackets; and new provisions proposed to be inserted are 
shown in italic: 


Section 294 or TITLE 28 or THE Unitep States Cope 


§. 294. Assignment of retired justices or judges to active duty. 


(a) Any retired Chief Justice of the United States or Associate Justice of the 
Supreme Court may be designated and assigned by the Chief Justice of the 
United States to perform such judicial duties in any circuit, including those of a 
circuit justice, as he is willing to undertake. 

(b) Any retired circuit or district judge may be designated and assigned to 
perform such judicial duties in any circuit as he is willing to undertake. Designa- 
tion and assignment of such judge for service within his circuit shall be made by 
the chief judge or judicial council of the circuit. Designation and assignment for 
service elsewhere shall be made by the Chief Justice of the United States. 

(c) Any retired judge of any other court of the United States may be called 
upon by the chief judge of such court to perform such judicial duties in such court 
as he is willing to undertake. 

(d) The Chief Justice of the United States shall maintain a roster of judges who 
have retired from reqular active service but who are willing and able to undertake special 
judicial duties from time to time, which roster shall be known as the Roster of Senior 
Judges. Any judge of the United States who has retired from reqular active service 
under section 371 (b) or 872 (a) of this title but is willing and able to undertake special 
judicial duties from time to time either in a particular court or courts specified by him 
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or generally in any court may so indicate by requesting the Chief Justice of the 
United States to place his name upon the Roster ~ Senior Judges as available for such 
duty. The Chief Justice shall remore from the Roster of Senior Judges the name of 
any such judge who is no longer willing or able to orm any judicial duties. Any 


per. 
retired judge whose name appears upon the Roster of Senior Judges shall be known as 


a senior judae, and may be designated and assigned by the Chief Justice of the United 
States to perform such judicial duties as he is willing to undertake in any court of 
the United States other than the Supreme Court, upon presentation of a certificate of 
necessily by the chief judge of such court. 


£(d)] (e) No retired justice or judge shall perform judicial duties except when 
designated and assigned 
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REVISING THE BOUNDARY BETWEEN THE SECOND AND 
FOURTH JUDICIAL DIVISIONS OF ALASKA 





June 28, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Encte, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 65} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 65) to amend the act of August 23, 1954 
(Public Law 632, 83d Cong.), having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass. 

The amendments are as follows: 

Page 1, line 3, after the word ‘That’, strike the remainder of line 
3 and the language on line 4 through the word “‘is’’, inserting in lieu 
thereof the following: 
the third paragraph of section 4, chapter 1, title 1, of the Act entitled “An Act 
making further provision for a civil government for Alaska, and for other pur- 
poses’, approved June 6, 1900 (31 Stat. 322; 48 U.S. C., 1952 ed., sec. 101), as 
amended by section 1 of the Act of August 23, 1954 (68 Stat. 772), is further 


Amend the title so as to read: 
A bill to revise the boundary between the second and fourth judicial divisions 
of Alaska. 
EXPLANATION OF THE BILL 


The purpose of H. R. 65, as amended, is to make minor adjust- 
ments in a portion of the boundary line between the second and 
fourth judicial districts in the Territory of Alaska. Since the 
boundaries determine the location where litigation must be instituted, 
and where deeds and other documents affecting land titles must be 
recorded, it is important that the boundaries be clearly defined and 
easily discernible on the ground. 

Public Law 632, 83d Congress, redefined this line but further 
definition is desirable in that portion of the boundary line from the 
Brooks Range to the Beaufort Sea. The revised line would have the 
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advantage of being fairly recognizable on the ground without exten- 
sive monumentation of most of its length from the Brooks Range to 
the Beaufort Sea. 


The favorable report of the Department of the Interior, dated 
April 29, 1955, is as follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 29, 1955. 
Hon. Criarr ENGLE, 
Ch. irman, Committee on Interior and Insular Affairs, 
Fouse of Representutives, Washington 25, D. C. 

My Dear Mr. Enatie: This is'in response to your request for a report on 
H. R. 65, a bill to amend the act of August 23, 1954 (Public Law 632, 83d Cong.). 

We recommend that H. R. 65 be enacted, if it is amended as suggested in 
this report. 

The purpose of this bill is to make minor adjustments in a portion of the 
boundary line between the second and fourth judicial divisions of the Territory 
of Alaska. The judicial divisions of Alaska are the basic political subdivisions 
of the Territory, which is not divided into counties or townships. The boundaries 
of the judicial divisions determine the places where litigation must be instituted, 
control the recording of deeds and other documents affecting land titles, and 
serve numerous other public purposes. It is important, therefore, that tlhiese 
boundaries be clearly defined and be easily ascertainable on the ground. 

The act of August 23, 1954 (68 Stat. 772), which H. R. 65 proposes to amend, 
redefined the boundary between the second and fourth judicial divisions in a 
manner that remedied several prior defects. With respect, however, to that 

ortion of the boundary which extends from the Beaufort Sea to the Brooks 

ange, further changes appear desirable. For one thing, the present description 
states incorrectly the longitude of the point at which the boundary was intended 
to meet the main divide of the Brooks Range. For another, identification on 
the ground of this portion of the boundary, as now defined, would require exten- 
sive surveys and physical monumentation. 

The revisions proposed by H. R. 65 are designed to fit the northern sections of 
the boundary, so far as practicable, to the limited number of fixed and recognizable 
natural features to be found in the wide expanses of Arctic tundra traversed by 
these sections of the line and, at the Arctic shore, to tie it to triangulation points 
already precisely located. While to do this necessitates shifting some parts of 
the boundary several miles from either of its former locations, the areas involved 
in these shifts are far removed from any centers of population or activity The 
new line would have the very real advantage of being fairly recognizable on the 

round, without extensive monumentation, for most of its length from the 
eaufort Sea to the Brooks Range. 

The text of H. R. 65, however, contains a technical defect in that it would 
reenact section 1 of the 1954 act in a form that would omit the operative language 
of that section, namely, the language which amends the Alaska Civil Government 
Act of 1900 so as to substitute the new boundary for the original one. To remedy 
this omission the foliowing amendment is recommended: 

At page 1, lines 3 and 4, strike out the words “section 1 of the Act of August 23, 
1954 (Public Law 632, Fighty-third Congress), is’? and insert in lieu thereof. the 
words “the third paragraph of section 4, chapter 1, title I, of the Act entitled 
‘An Act making further provision for a civil government for Alaska, and for other 
purposes’, approved June 6, 1900 (31 Stat. 322; 48 U. S. C., 1952 ed., sec. 101), 
as amended by section I of the Act of August 23, 1954 (68 Stat. 772), is further’. 

If the foregoing amendment is adopted it would probably also be desirable to 
amend the title of the bill so that it would read somewhat as follows: ‘A bill to 
revise the boundary between the second and fourth judicial divisions of Alaska’. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of the views expressed in this report. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends favorable enactment of H. R. 65, as:amended. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 1 oF THE Act or Aucust 23, 1954 (68 Svar. 772) 


[Division numbered 2 shall consist of all territory, and islands, lying north and 
west of a line commencing in the Beaufort Sea at latitude seventy degrees thirty 
minutes north, longitude one hundred and forty-eight degrees west; thence in a 
southwesterly direction to latitude seventy degrees north, longitude one hundred 
and forty-eight degrees fifty minutes west; thence south along the meridian of one 
hundred and forty-eight degrees fifty minutes to latitude sixty-nine degrees thirty 
minutes; thence southerly to latitude sixty-nine degrees, longitude one hundred 
and forty-nine degrees; thence southwesterly to a point on the divide between the 
waters flowing to the Beaufort Sea and those flowing to the Bering Sea, approxi- 
mate latitude sixty-eight degrees nine minutes, longitude one hundred and forty- 
eight degrees fifty-seven minutes; thence southwesterly along the divide between 
the waters of the Colville River, Kotzebue Sound, and the east end of Norton 
Sound on the north and west and the waters of the Yukon on the south to the 
one hundred and sixty-first meridian of west longitude, thence along said meridian 
to latitude sixty-one degrees thirty minutes; thence southwesterly to latitude 
sixty-one degrees, longitude one hundred and sixty-five degrees thirty minutes; 
thence south along the meridian of one hundred and sixty-five degrees thirty 
minutes to latitude fifty-eight degrees; thence west to the international boundary. J 
Division numbered 2 shell consist of all territory and islands lying north and west of 
a line beginning at a point in the Beavfort Sea latitude 70 degrees 30 minutes north, 
longitude 147 degrees 30 minutes west; thence in a southwesterly direction to triangula- 
tion station ‘‘De'ta” latitude 70 degrees 12 minutes 50 seconds north, longitude 147 
degrees 43 minutes 18 seconds west on the north shore of the mainiand about 5% miles 
south southeast of the north tip of Foggy Island; thence due west about 5 miles to the 
east edge of the delta of the Sagavanirktok River, at approximate latitude 70 degrees 
12 minutes 50 seconds north, longitude 147 degrees 56 minutes west; thence south- 
westerly along the southern and southeastern edge of the delta of the Sagavanirktok 
River to a point on the east bank of the river at approximate latitude 69 degrees 57 
minutes north, longitude 148 degrees 39 minutes west; thence in a meandering line 
in a generally southerly direction along the eastern main bank of the flood plain of 
the Sagavanirktok River to the junction with the Ivishak River, approximate latiiude 
69 degrees 32 minutes north, longitude 148 degrees 29 minutes west; thence due west 
approximately 2 miles to the divide belween the waters of the Sagavanirktok and the 
Tooliok Rivers approximate latitude 69 degrees 32 minutes north, longitude 148 
degrees 35 minutes west; thence in a generally southwesterly direction following the 
height of land dividing the waters of the Tooliok, Kuparuk, and Itkillik Rivers from 
those of the Sagavanirktok River to a point on the brooks Range divide between the 
headwaters of the Colville River on the north and west and the waters of the Yukon 
River on the south at approximate latitude 68 degrees 9 minutes north, longitude 149 
degrees 51 minutes west; thence southwesterly along the divide between the waters of 
the Colville River, Kotzebue Sound, and the east end of Norion Sound on the north 
and west and the waters of the Yukon on the south to the one hundred and sizly-first 
meridian of west longitude, thence along said mertdian to latitude 61 degrees 30 
minutes; thence southwesterly to latitude 61 degrees, longitude 165 degrees 30 minutes; 
thence south along the meridian of 165 degrees 30 minutes to latitude 58 degrees; 
thence west to the international boundary. 
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June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Rogers of Colorado, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 4792] 


The Committee on the Judiciary, to whom was referred the bill 
(H. R. 4792) to amend section 372 of title 28, United States Code, 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant authority to the President under 
specified conditions to appoint an additional judge of a court when an 
incumbent judge is unable to discharge officially all the duties of his 
office by reason of permanent mental or physical disability and the 
appointment of an additional judge is necessary for the efficient 
dispatch of business. 

GENERAL STATEMENT 


Former section 371 of title 28 of the United States Code relating to 
the resignation or retirement for age and the appointment of a sub- 
stitute judge on failure to retire contained a provision that whenever 
a circuit or district judge who was eligible to resign or retire because of 
age and leneth of service did not do so and the President found that the 
judge could not dispatch efficiently all the duties of his office because of 
permanent mental or physical disability, and that the appointment of 
an additional judge was necessary for the efficient dispatch of the 
business, the President might make such an appointment by and with 
the advice and consent of the Senate. It also provided that the 
vacancy subsequently caused by the death, resignation, or retirement 
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of the disabled judge should not be filled. It also provided that any 
¢ircuit or district judge whose disability. caused the appointment of an 


‘additional judge should for purposes of precedence or service as chief 


judge be treated as junior in commission to the other judges of the 
circuit. 

In enacting Public Law 294 of the 83d Congress which was approved 
February 10, 1954, the provision of law referred to above was stricken 
from the bill providing for additional circuit and district judges. At 
the present time, therefore, should such an unfortunate circumstance 
‘arise wherein a permanently disabled judge fails to retire and impairs 
the efficiency of the judicial system, there is no authority to appoint 
an additional judge to alleviate the problem. ! 

It is to this particular situation that the bill H. R. 4792 isdirected 
as a solution. The matter contained in that bill has been approved 
by the Judicial Conference of the United States. It is the opinion of 
the committee that the enactment of this’ bill will result in more effec- 
tive conduct of the business of the courts in the situations to which it 
would apply. The bill would apply to all judges who are appointed 
to hold office during good behavior, including not only circuit and 
district judges but also judges of special courts such as the Court of 
Glaims, Customs Court, the Court of Customs and Patent Appeals, 
who are eligible to retire on account of permanent disability as well as 
those eligible on account of age and length of service. It provides 
that when such a judge who is eligible to retire because of a permanent 
rental or physical disability fails to do so and a certificate of his 
disability, signed by a majority of the members of the Judicial Council 
of the circuit in the case of a circuit or district judge, or by the Chief 
Justice of the United States in the case of the Chief Judge of the Court 
of Claims, the Court of Customs and Paterit Appeals or the Customs 
Court, or by the chief judge of his court in the case of a judge of the 
Court of Claims, the Court of Customs and Patent Appeals, or the 
Customs Court, is presented to the President and the President finds 
that such judge is unable to dispatch efficiently all the duties of his 
office by reason of permanent mental of physical disability and that 
the appointment of an additional judge is necessary for the efficient 
dispatch of the court’s business, the President may make such an 
appointment by and with the advice and consent of the Senate. The 
bill further provides that whenever any such additional judge is 
appointed, the vacancy which results from the death or resignation or 
retirement of the disabled judge shall not be filled. In addition, such 
disabled judge shall, for the purpose of precedence, serve as a chief 
judge, or temporary performance of the duties of that office, be treated 
as junior in commission to the other judges of the circuit, district, 
or court. 

It is the opinion of this committee that this bill should be favorably 
considered. 

Attached hereto and made a part of this report is a letter from the 
ppnauictearive Office of the United States Courts relative to the bill 

. R. 4792. 
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ADMINISTRATIVE OFFICE OF THE 
Unitep States Courts, 
Washington, D. C., April 11, 1956. 
Hon. Emanvet CELzer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Concressman Cretter: The bill about which you inquired of me on 
March 14, 1955 (H. R. 4792), would: empower the President under specified 
conditions to appoint an additional judge of a court when a sitting judge is unable 
to discharge efficiently all the duties of his office by reason of permanent mental 
or physical disability and the appointment of an additional judge is necessary 
for the efficient en ae of business. 

Section 371 of title 28 of the United States Code formerly contained a provision 
that whenever a circuit or district judge eligible to resign or retire on account of 
age and length of service did not do so and the President found that the judge 
was unable to discharge efficiently all the duties of his office because of permanent 
mental or physical disability and that the appointment of an additional judge 
was necessary for the efficient dispatch of business, the President might make 
such an appointment by and with the advice and consent of the Senate. It was 
further provided that in that case the vacancy subsequently caused by the death, 
resignation, or retirement of the disabled judge should not be filled. It was also 
provided that any circuit or district judge whose disability caused the appointment 
of an additional judge should for purposes of precedence or service as chief judge 
be treated as junior in commission to the other judges of the circuit. 

The Judicial Conference of the United States at a meeting in March 1952 
recommended that the provision referred to be broadened so as to include al! 
judges appointed to hold office during good behavior, including judges of the 
special courts and judges eligible to retire on account of permanent disability as 
well as those eligible on account of age and length of service. It also recom- 
mended that as a condition precedent to a finding by the President that a judge 
was permanently disabled mentally or physically there should be a certification 
of his condition by an appropriate representative of the judiciary (pp. 16-17 of 
the March 1952 report). This recommendation was renewed by the Judicial 
Conference at its annual meeting in September 1952 (pp. 18-19 of the September 
1952 report) and its annual meeting in September 1953 (pp. 22-23 of the September 
1953 report of the Judicial Conference). In the consideration of the law for 
additional circuit and district judges which was approved February 10, 1954 
(Public Law 294 of the 83d Cong.), the original provision for the appointment by 
the President of an additional judge when a sitting judge became unable to dis- 
charge his duties efficiently on account of permanent physical or mental disability 
was stricken from the legislation and the amended provision recommended by the 
Judicial Conference was not included. This was unfortunate because there are 
situations in which the efficiency of the courts is impaired unless there is power to 
appoint such an additional judge. 

The pending bill (H. R. 4792) would provide for this power but provide for it in 
the form recommended by the Judicial Conference of the United States rather 
than in the form of the original provision in the former section 371 of title 28. It 
would apply to all judges who gre appointed to hold office during good behs.vior as 
well as the circuit judges and district judges. The certificate of disability of a 
judge would be made by representatives of the judiciary rather than by the 
President. The certificate in the case of a circuit judge or district judge would be 
by a majority of the members of the judicial council of the circuit. In the esse of 
the chief judge of the Court of Clsims, Court of Customs and Patent Appeals, or 
Customs Court it would be signed by the Chief Justice of the United States. In 
the case of any other judge of those courts the certificate would be signed by the 
chief judge of the particular court. This seems more consonant with the inde- 
ayones of the judiciary than thet the finding of disability should be made by the 

resident. If however, the certificate of dise.bility is signed by the appropriate 
representative or representatives of the judiciary prescribed by the bill then the 
President under the proposed measure may find that the judge on account of his 
disability is unable to discharge efficiently #ll the duties of his office and that the 
appointment of an additional judge is necessary for the efficient dispatch of 
business. Then the President may proceed to make the eppointment of an 
additional judge. As stated, the pending bill is in the precise form recommended 
by the Judicial Conference of the United States. 

_In a letter which 1 wrote you on April 1, 1955, about the pending omnibus 
bill for additional judgeships (H. R. 3559) I informed you of the recommendation 
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on this subject of the Judicial Conference of the United States and set out language 
to amend section 372 of title 28 of the United States Code which might be included 
in the pending omnibus bill. The language in my letter is identical with the 
provision which would be added to section 372 of title 28 by the separate bill 
referred to in this letter (H. R. 4792). Such a provision would be conducive to 
the more effective conduct of the business of the courts in situations of the kind 
to which it would apply. I therefore trust that it may become a part of the 
pending omnibus bill tH. R. 3559) and be enacted by the Congress. 
With kind regards, I am, 
Sincerely yours, 
Henry P. CHanpier. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of Rule XIII of the House of Repre- 
sentatives, there is printed below in roman type without brackets 
existing law in which no change is proposed by enactment of the 
bill here reported; present provisions proposed to be stricken are 
enclosed in black brackets; and new provisions proposed to be 
inserted are shown in italic: 


Section 372 or Tirte 28 or tHe Unitrep States Cope 


§ 372. Retirement for disability; substitute judge on failure to retire. 


(a) Any justice or judge of the United States appointed to hold office during 
good behavior who becomes permanently disabled from performing his duties 
may retire from regular active service, and the President shali, by and with the 
advice and consent of the Senate, appoint a successor. 

Any justice or judge of the United States desiring to retire under this section 
shall certify to the President his disability in writing. 

Whenever an associate justice of the Supreme Court, a chief judge of a circuit 
or the chief judge of the Court of Claims, Court of Customs ped Patent Appeals, 
or Customs Court, desires to retire under this section, he shall furnish to the 
President a certificate of disability signed by the Chief Justice of the United States. 

A circuit or district judge, desiring to retire under this section, shall furnish 
to the President a certificate of disability signed by the chief judge of his circuit. 

A judge of the Court of Claims, Court of Customs and Patent Appeals, or 
Customs Court desiring to retire under this section, shall furnish to the President 
a certificate of disability signed by the chief judge of his court. 

Each justice or judge retiring under this section after serving ten years con- 
tinuously or otherwise shall, during the remainder of his lifetime, receive the 
salary of the office. A justice or judge retiring under this section who has served 
less than ten years in all shall, during the remainder of his lifetime, receive one- 
half the salary of the office. 

(b) Whenever any judge of the United States appointed to hold office during good 
behavior who is eligible to retire under this section does not do so and a certificate of 
his disability signed by a majority of the members of the Judicial Council of his 
circuit in the case of a circuit or district judge, or by the Chief Justice of the United 
States in the case of the Chief Judge of the Court of Claims, Court of Customs and 
Patent Appeals, or Customs Court, or by the chief judge of his court in the case of 4 
judge of the Court of Claims, Court of Customs and Patent Appeals, or Customs Court, 
is presented to the President and the President finds that such judge is unable to dis- 
charge efficiently all the duties of his office by reason of permanent mental or physical 
disability and that the appointment of an additional judge is necessary for the efficient 
dispatch of business, the President may make such appointment by and with the 
advice and consent of the Senate. Whenever any such additional judge is appointed 
the vacancy subsequently caused by the death, resignation, or retirement of the disable 
judge shall not be filled. Any judge whose disability causes the appointment of an 
additional judge shall, for purpose of precedence, service as chief judge, or temporary 
performance of the duties of that office, be treated as junior in commission to the other 
judges of the creuit, district, or court. 
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84TH CoNGRESS ; HOUSE OF REPRESENTATIVES | Report 


No. 986 





AUTHORIZING RENEWALS OF A LEASE OF THE ANNETTE 
ISLAND AIRPORT TO THE UNITED STATES 





Juns 28, 1955.— Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enecuez, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6573} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6573) to authorize renewals of a lease of the 
Annette Island Airport to the United States, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 6573 is to authorize renewals of a lease of the 
Annette Island Airport to the United States. Annette, a small island 
a few miles south of Ketchikan and 600 miles north of Seattle, is the 
site of an important airport which serves the city of Ketchikan and 
the Metlakahtla Indian community, and is used by Coast Guard 
airplanes and for emergencies by aircraft bound to or from other 
sections of Alaska. The airport was constructed by the Federal 
Government during World War II at a cost in excess of $10 million 
and for several years served a very useful purpose in the prosecution 
of the war. 

In December 1948, the airport was leased to the United States by 
the Council of the Annette Island Indian Reserve, the governing 
body of the Metlakahtla Indian community, for a 1-year term begin- 
ning July 1, 1949. This lease contains a clause giving the Government 
an option to renew the agreement from year to year but with a proviso 
that no renewal shall extend the period of occupancy of the premises 
beyond June 30, 1959, unless such extension is approved by Congress 
and in no case beyond June 30, 1999. This bill will give Federal 
authorization for renewing the lease from year to year for the remain- 
der of the original 50-year term. 
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The Annette Island Airport is now operated by the Civil Aeronautics 
Administration under the International Aviation Facilities Act (Public 
Law 657, 80th Cong.). 

The committee feels that favorable action on this bill is desirable 
because of the extent of the Government’s investment in Annette 
and also because of commercial interests, a petroleum products con- 
cessionaire in particular, which are reluctant to pursue plans for 
necessary capital expenditures due to the limited time remaining under 
the present lease. Its enactment is favored by the governing body of 
the Indian community. 

H. R. 6573 was introduced by Delegate Bartlett as the result of the 
following executive communication of the Department of Commerce. 


Tue SEcRETARY OF COMMERCE, 
Washington, May 16, 1956, 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 


Dear Mr. Sreaker: It is requested that the enclosed proposed bi!l be intro- 
duced in the House at your convenience. The purpose of the proposa. is to 
authorize renewals of a lease of the Annette Island Airpor. to the United States 

On December 13, 1948, the Council of the Annette Island Reserve entered into 
a lease to the United States ot the interest of the Metlakahtla Indian community 
in a tract of land on Annette Island, Alaska, upon which the Annette Island Air- 
port is located. The Council of the Annette Island Reserve is the governing 
body of the Metlakahtla Indian community, a tribe of Indians and _ persons 
associated with them who now occupy the reservation established by Congress 
in the act of March 3, 1891 (48 U. 8S. C. 358), on Annette Island. 

The lease in question covers the interest of the community in land underlying 
an airport constructed by the Federal Government during World War II at a cost 
in excess of $10 million. The airport was vitally necessary for the prosecution of 
the war and is now used by civil aviation flying between the United States and the 
Territory of Alaska. Annette Island, upon which the airport is located, is one of 
the most southerly portions of the panhandle of Alaska which stretches down the 
west coast of North America. It is about 600 miles north of Seattle and forms the 
first stop north of Seattle, on American territory, at which airplanes bound for the 
upper portion of Alaska can stop and refuel. It is the only airport serving 
Ketchikan, Alaska. 

The Annette Island airport itself is now operated by the Civil Aeronautics 
Administration of the Department of Commerce, under the International Avia- 
tion Facilities Act (Public Law 647, 80th Cong.). 

At the time the lease was executed, because of the importance of the location 
and the substantial investment involved, it was agreed by all concerned that the 
term should be at least 50 years. When efforts were made to obtain such a lease, 
this Department was advised by representatives of the Department of the Interior 
that the Council of the Annette Island Reserve was not authorized by law to give 
a lease for a term in excess of 10 years (act of June 18, 1934, ch. 576, sec. 17, 48 
Stat. 988, 25 U. 8. C. 477). Consequently, the lease was made. for a term of | 
year (because of statutory prohibitions against the obligation of Government 
funds for more than | fiscal year), beginning July 1, 1949, and ending June 30, 
1950, with the option in the Government to renew the lease from year to year, 
with the proviso that no renewal should extend the period of occupancy of the 

remises beyond the 30th day of June 1959, unless such extension was approved 

y Congress, and in no case beyond the 30th day of June 1999. The purpose of 
the proposed bill is to provide the necessary congressional sanction for the renewal 
of this lease from year to year for the remainder of the 50-year term. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed bill to the Congress. If we can be of any further assist- 
ance, please call upon us. 

Sincerely yours, 
Watrer WiLuIAMs, 
Acting Secretary of Commerce. 


The Committee on Interior and Insular Affairs unanimously 
recommends the enactment of H. R. 6573. 
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1st Session No. 987 





PROVIDING FOR THE STRENGTHENING OF THE RESERVE 
FORCES 





Jone 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Brooks of Louisiana, from the Committee on Armed Services, 
submitted the following 


REPORT 


{To accompany H. R. 7000) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7000) to provide for strengthening of the Reserve Forces, and 
for other purposes, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to provide the machinery 
by which our Reserve Forces may be so organized and trained that in 
the event of war, they can be mobilized quickly to augment the 
Active Forces in combat and to carry out the internal security missions 
in the United States. This will be accomplished by this legislation 
which provides authority to increase the size and to strengthen the 
Reserve Forces of the Armed Forces of the United States, and by 
insuring participation in Reserve training. 


STRUCTURE AND SIZE OF THE RESERVE FORCES 


The Armed Forces Reserve Act of 1952 established the Ready 
Reserve and the Standby Reserve. 

The Ready Reserve, within a statutory limit of 1,500,000 was to 
contain units and individuals ready for active service (1) in time of 
national emergency proclaimed by the President, subject to a de- 
termination by the Congress as to the numbers to be called, or (2) in 
an expansion of the Armed Forces in time of war or national emer- 
gency declared by the Congress. 
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In actual practice, the Ready Reserve, while increasing in size has 
not attained the percentage of organization or training required for its 
mobilization role. 

During the entire pe of more than 2 years that the Armed Forces 
Reserve Act of 1952 has been in effect, the Ready Reserve has exceeded 
its statutory ceiling of 1,500,000. The strength of the Ready Reserve 
today is 2,800,000. This number, however, is in no wise a measure of 
the military strength of the Ready Reserve. 

_ Of this number, only a little over 700,000 are participating in paid 
training, and this number does not represent balanced and organized 
military forces. 


TRAINING IN THE READY RESERVE 


In the development of the Armed Forces Reserve Act of 1952, it 
was anticipated that the Ready Reserve would become a well organized 
and highly trained force within the statutory ceiling of 1,500,000. It 
was believed that men with a statutory obligation in the Ready 
Reserve would participate in voluntary training in order to establish 
eligibility for transfer to the less vulnerable Standby Reserve. 

Such has not been the case; this incentive provision alone has not 
produced the desired result. 

Of necessity, some means to increase participation in Reserve 
training are essential. Although there are incentives provided in the 
Armed Forces Reserve Act to encourage p dror emp in training, 
present events demonstrate that the lack of participation in training 
programs has resulted in a most ineffective Ready Reserve. 

The committee believes firmly that the Ready Reserve will be only 
as effective as the percentage of sound, comprehensive training 
programs, 

Whereas it is believed that many men will faithfully perform their 
required obligation, nonetheless, there is a conviction that measures 
to insure such performance are necessary. 

Under the bill, members of the Ready Reserve having an obligation 
to serve may participate in training programs involving a specified 
number of drills or other periods of equivalent training and annual 
training of not to exceed 15 days. When the percentage of participa- 
tion is not considered sufficient to maintain proficiency, or if a member 
of the Ready Reserve is unable to meet training schedules an alterna- 
tive of 30 days’ annual training is offered. 

Should a member then fail or refuse to perform either of these 
alternatives, he may be ordered without his consent, and required to 
perform active duty for training for 45 days annually. 

It should be noted that there is ample authority in existing law to 
require participation in Reserve training. 

Section 4 (d) (3) of the Universal Military Training and Service Act, 
as amended, provides in part as follows: 

Each such person, on release from active training and service in the Armed 
Forces or from training in the National Security Training Corps, shall, if physi- 
cally and mentally qualified, be transferred to a reserve component of the Armed 
Forces, and shall serve therein for the remainder of the period which he is required 
to serve under this paragraph and shall be deemed to be a member of such reserve 


component during such period. In case the Secretary of the Army, the Secretary 
of the Navy, or the Secretary of the Air Force (or the Secretary of the Treasury 





S42 © wo pTh 


Tt! 








ces 
led 
rve 
» of 


aid 
zed 


, it 
zed 

It 
ady 
lish 


not 


orve 

the 
ing, 
ning 


only 
ning 


their 
ures 


ition 
‘ified 
nual 
cipa- 
mber 
orna- 


these 
od to 


ww to 


. Act, 


Armed 

yhysi- 
Armed 
quired 
eserve 
retary 
easury 





PROVIDE FOR STRENGTHENING OF THE RESERVE FORCES 3 


with respect to the United States Coast Guard), determines that enlistment, 
enrollment, or appointment in, or assignment to, an organized unit of a reserve 
component or an officers’ training program of the armed force in which he served 
is available to, and can, without undue personal hardship, be filled by any such 
person, it shall be the duty of such person to enlist, enroll, or accept appointment 
in, or accept assignment to, such organized unit or officers’ training program, and 
to serve satisfactorily therein. 

Furthermore, section 12 of the Universal Military Training and 
Service Act provides that any person who knowingly fails, or neglects, 
or refuses to perform any duty required of him under the act is subject, 
upon conviction in any district court of the United States, of competent 
jurisdiction, to be punished by imprisonment of not more than 
5 years, or a fine of not more than $10,000 or by both such fine and 
imprisonment. 

The committee believes that such penalties are entirely too severe 
and, consequently, approve the provisions of the bill which would 
authorize a person to be called to active duty for training for a period 
of 45 days annually if he neglects or refuses to participate in Reserve 
training. 

SCREENING AND SELECTIVE RECALL 


In the bill there is full recognition that the national defense requires 
not only the creation of adequate military forces, but also the preserva- 
tion of an effective defense-supporting economy. Existing law 
provides that records of members of the Reserve be maintained 
showing such information as dependency status, civilian occupation 
skills, and availability. The law further requires that in the event 
of a limited mobilization, attention shall be given in ordering reservists 
to active duty to such conditions as the nature and duration of 
previous service, family responsibilities, and employment necessary 
to the maintenance of the national health, safety, and welfare. 

However, no provision is now made for a category to which individ- 
uals of questionable mobilization availability may be transferred. 
The determination of which reservists would be ordered into military 
service and which would be left in their civilian pursuits in time of 
mobilization would have to be made by the military services. Careful 
consideration of individual cases would be most difficult. 

To correct this situation, the bill provides for continuous peacetime 
screening of the Ready Reserve to insure immediate availability in 
the event of mobilization. Members of the Ready Reserve with 
critical skills, combat veterans, and those whose mobilization would 
result in extreme personal or community hardship will be screened 
for possible transfer to the Standby Reserve. Criteria for the screen- 
ing process will be prescribed by the President. 

Another new feature in the bill provides that members of the 
Standby Reserve will not be ordered to active duty until the Selective 
Service System has determined their availability based on the alloca- 
tion of skills between military service and essential civilian activities. 
This places the responsibility for availability determination on an 
agency outside the Department of Defense, permitting the military 
services to concentrate on the many other aspects of mobilization. 
It will also assure that such availability determination will be made 
in the light of local conditions well known to selective service boards. 

Peacetime screening of Ready Reserves, and selective recall of the 
Standby Reserve in a general mobilization, will provide a proper 
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balance of military skills in the Ready Reserve, assure the minimum 
impact of mobilization on the civilian economy and minimize the 
recurrence of individual injustices which arose during the Korean 
emergency. 

One other feature of the bill gives recognition to manpower require- 
ments for scientific, professional, technical, and skilled personnel. 
Upon a specific finding by the President, persons with critical skills 
engaged in critical defense supporting industries may be allowed to 
undertake their military obligation by volunteering for the 6 months’ 
active duty for training program and, thereafter, serve 7% years in 
the Reserve, regardless of the person’s age at the time of entering the 
program. 

RESERVE OBLIGATION 


Under the provisions of the Universal Military Training and Service 
Act, every person entering the Armed Forces subsequent to the date 
of enactment of that act by induction, enlistment, or appointment 
incurs a total 8-year obligation. 

The hill provides for lowering this obligation to a total of 6 years. 
It is believed that 6 years is ample time to train a young man, both 
on active duty and thereafter in the Reserve components. 

The provisions of the Armed Forces Reserve Act of 1952 providing 
for training in the Ready Reserve are not changed by the bill. 

Therefore, a person who has served 2 years on active duty and then 
serves satisfactorily for 3 years in the Ready Reserve, will spend the 
remaining 1 year of his military obligation in the Standby Reserve. 

A person who has served 3 years on active duty and then serves 
satisfactorily for 2 years in the Ready Reserve will spend the 1 remain- 
ing year in the Standby Reserve. 

A person who has spent 4 years on active duty and then serves 
satisfactorily for 1 year in the a Reserve will spend 1 year in the 
Standby Reserve. 

A person who has served a total of 5 years on active duty will have 
no Ready Reserve obligation but will be immediately transferred to 
the Standby Reserve for 1 year. 


THE PRESIDENT’S POWER 


The Armed Forces Reserve Act of 1952 confers upon the President 
the power to call units or members of the Ready Reserve to active 
duty in an emergency proclaimed by him, subject to the determination 
by Congress of the numbers to be called. 

In placing these current restrictions on the power of the President 
with respect to the Ready Reserve, the Congress recognized the 
authority of the President, under an act of 1903, to call the militia for 
the purpose of repelling invasion and certain other purposes, and his 
power to utilize the Active Forces and to send them wherever he 
chooses. ; ; 

In reporting this bill, the committee has taken cognizance of the 
changes in the strategic situation that have occurred since enactment 
of the Armed Forces Reserve Act of 1952. Possession by the potential 
enemy of weapons of mass destruction and the means for their delivery 
on this country bring us face to face with instantaneous peril. 

Recognizing that calling out the militia is a cumbersome procedure 
and that time would be required to convene Congress should an 
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emergency arise during a period when Congress was not in session, 
the committee has rk ae in the bill provisions for the President in 
an emergency proclaimed by him to order 1 million members of the 
Ready Reserve to active duty without congressional action. 

This provision will permit the President to take certain actions 
during the time required to assemble Congress, and will serve notice 
to any potential enemy that this Nation can react quickly to aggres- 
sion, 

Insofar as the Standby Reserve is concerned, the bill provides that 
members of the Standby Reserve may be ordered to active duty in 
time of war or of national emergency declared by Congress, but only 
after a determination of availability has been made by the Director of 
Selective Service. 

This determination will be based on the allocation of skills between 
the military service and essential civilian activities. This places the 
responsibility for availability determination on an agency outside the 
Department of Defense, permitting the military services to concen- 
trate on the many other aspects of mobilization. It will also assure 
that such availability determination will be made in the light of local 
conditions well known to selective service boards. 


EFFECT OF THE BILL ON PRESENT RESERVISTS 


The bill contains the provision which imposes on persons entering 
the Armed Forces an obligation to serve in the Ready Reserve upon 
release from active service. However, the bill provides that no person 
who served in the Active Forces prior to July 27, 1953, the Korean 
truce date, will be required to participate in active duty for training or 
inactive duty training while a member of the Ready Reserve. 

The fact, however, that such individuals have no statutory training 
duty does not change their total military obligation. However, 
individuals who have acquired an 8-year military obligation under the 
1951 amendments to the Universal Military Training and Service Act, 
will, under the provisions of the bill, have that obligation reduced to 
6 vears. 

Individuals now in the Ready Reserve on other than a statutory 
basis will be subject to transfer to the Standby Reserve unless they 
indicate a willingness to remain and participate in the Ready Reserve. 
Individuals in the Ready Reserve under an operational statute will 
be subject to the screening procedures prescribed in the bill, and their 
transfer to the Standby Reserve may be effected by the appropriate 
Secretary without the need to establish eligibility therefor. 

Those persons affected by the provision of transfer from the Ready 
Reserve to the Standby Reserve will be afforded the opportunity, if 
qualified, to volunteer to remain in the Ready Reserve. Individuals 
transferred to the Standby Reserve may qualify for retirement points 
and for promotion. 


INITIALLY TRAINED YOUNG MEN FOR THE RESERVE 


The bill contains a provision whereby young men below the age of 
18% years may enlist in the Reserve of a military service in accord- 
ance with regulations prescribed by the Secretary of Defense and be 
deferred from induction for training and service contingent upon 
satisfactory participation in Reserve training. 
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The draft liability of men so deferred will extend only to age 28, 
By undergoing 6 months of active duty for training, young men 
entering this program may fulfill their military obligation in 8 years, 
This permits an input of trained young men into the Reserve. 

The number of persons entering this program will be subject to 
quotas established by the President. In no case, however, may 
the numbers exceed 250,000 annually. 

The committee is anxious that operation of this program not inter- 
fere with persons completing their high-school educations. It is to 
be hoped that the Department of Defense will cooperate in this regard 
and will lend encouragement in its recruitment campaigns to young 
men to complete their education. 

Young men while undergoing the 6 months of active duty for 
training will receive pay of $50 per month. The bill makes specific 
provisions for benefits for these individuals, including disability com- 
pensation and reemployment. 

The bill provides the young man, following his 6 months of active 
duty for training, 60 days in which to apply for reemployment. It 
further provides that he shall not be discharged from such position 
without cause within 6 months after his restoration to employment. 
Those individuals undergoing 17 days, 30 days, or 45 days of active 
duty for training in connection with the Reserve training program 
enjoy reemployment rights under existing provisions of law; that is, 
paragraph 3 of subsection 9 (g) of the Ciiivoreal Military Training 
and Service Act, as amended. 


RESERVE OFFICERS’ TRAINING CORPS 


The ROTC program during peacetime is geared primarily to meet 
the requirements of the Reserve Forces. uring today’s cold war 
situation, when the Active Forces are expanded greatly beyond the 
Regular Forces, the Active Force officer requirements cannot be met 
by the service academies alone. The ROTC program must be capable 
of meeting these additional requirements as well as the needs of the 
Reserve Forces. 

National policy expressed by the Congress requires that the obli- 
gations and privileges of serving in the Armed Forces be shared in a 
fair and just manner. Equity considerations preclude the further 
deferment from military service of ROTC graduates when other 
draft-liable persons have been and must continue to be inducted for 
active service. This consideration had even greater significance 
when the ROTC students were deferred while other individuals were 
being inducted and sent to Korea for combat. 

The problem thus stems from the necessity of having to produce the 
number of officer requirements of the Reserve Forces in addition to the 
needs of the Active Forces, and the necessity that all of these officers 
serve on active duty. The problem is further complicated when the 
Active Force officer allocations are reduced. 

Efforts to solve this problem have necessitated taking the following 
actions: 

1. Permitting the voluntary release of officers from the Active 
Forces and liberalizing opportunity for retirement; 

2. Releasing involuntarily Regular and Reserve officers whose 
performance was least satisfactory; 
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3. Making additional strength authorizations above Active 
Force requirements to accommodate remaining ROTC graduates. 

4. Issuing certificates of completion entitling ROTC graduates 
to be commissioned after completing obligated service as enlisted 
men. 

Under provisions of the bill, all qualified ROTC graduates will be 
commissioned. The bill provides a guaranty to commission all 
qualified Army and Air Force ROTC graduates. Upon graduation, 
those who are excess to the requirements of the Active Forces will be 
given 6 months of active duty for training following which they will 
complete their military obligation in Reserve status. The committee 
wishes to make it clear that “excess to requirements” in this case 
refers to numbers only and not to quality. 

The provisions of the bill will preserve equity among individuals, 
will meet the officer requirements for our Active Forces, and will 
build an adequate peobhistion base that will be available in the 
event of war. With the increase in mobilization requirements for 
the Ready Reserve, there will be greater opportunities for training 
and promotion for ROTC graduates. 


ESTIMATED COSTS 


Based on planned personnel strength goals, the Department of 
Defense estimated costs (in millions of dollars) of the current Reserve 
program for fiscal year 1955, and for the proposed legislation projected 
through fiscal year 1959 are as follows: 


























{In millions} 
Estimated 
Appropri- 
ated, 1955 
1956 1957 | 1958 1959 

PE a eT ee teh a erat 360 529 606 722 872 
a FR iin bb diccliecbicdindssbeebe 162 248 308 359 395 
Air Force.......... steiliindpiadnicintimnage eben butisnntinds 188 247 325 413 484 
100,000 6-month trainees !_.........2.....2..22... Sethianbindiine seal 2132 177 177 177 
ME vibinctibisdibisendbdbdigiccncoceien 710} 1,186) 1,416) Le7t| 1,928 








1 The figure 100,000 has been used merely as a basis for estimating the costs of the 6-month training pro- 
gram, and does not mean the number to be trained during any 1 year is fixed at 100,000. 


? This estimate is based on the program commencing fiscal year 1956 with 75 percent of $177 million being 
obligated for Ist year. 


SIX-MONTH TRAINEES 


The estimated costs for training 100,000 personnel annually in the 
6-month training program proposed in the legislation are predicated 
on the passage of legislation. For this reason they are contained in 
the amount shown for proposed legislation in the fiscal year 1956 
budget document. 

The funds requested include estimated costs of pay and allowances, 
subsistence, clothing, transportation and other military personnel costs 
of the trainees, as well as the maintenance and operation costs required 
for their support. 

The funds requested exclude similar costs for the military personnel 
that will be required for support as instructors. These latter costs 
are chargeable to the Active Forces. 
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RESERVE FORCES PROGRAM (BUDGET CATEGORY V) 


The estimates for fiscal years 1957 through 1959 have been developed 
by projection of the per capita costs for the average number of per- 
sonnel expected to be in a drill-pay status and for the average number 
expected to receive annual training only. 

These estimates include: 

1. Pay and allowances, subsistence, clothing, transportation, 
and other military personnel costs. The estimates of pay reflect 
the enactment of the Career Incentive Act of 1955. 

2. Purchase of individual equipment, maintenance and opera- 
tion of facilities, maintenance of vehicles and other equipment, 
petroleum, oil, lubricants, and related items. 

3. The procurement of certain classes of major items, such as 
vehicles, ammunition, and electronic equipment is included only 
for the Air National Guard. Other Reserve Forces are supplied 
from available stockpiles. 

4. Normal construction of new facilities and for additions to 
existing facilities. 

These estimates exclude: 

1. Costs for military personnel assigned to the Reserve program 
as administrators and trainers. 

2. Procurement of major items of equipment, such as tanks, 
guns, heavy weapons, ships, and other materiel. Such equip- 
ment is made available from the mobilization stockpiles of the 
military services for use by their Reserve Forces. The moderni- 
zation of equipment in the mobilization stockpiles is continuing. 
This will permit such modern materiel as required to be made 
available to the Reserves. No materiel that duplicates stockpile 
items will be procured solely for the Reserve Forces. 

3. Direct procurement of aircraft for the Reserve Forces or the 
establishment of a mobilization stockpile. The Department of 
Defense will continue to modernize all flying elements of its 
Active Forces and to provide for planned expansion. Aircraft 
will continue to be made available to the Reserve Forces as they 
are phased out of the Active Forces. While the Reserves may 
not be equipped with aircraft identical to those in the Active 
Forces, it is expected that those Reserve units required for mobi- 
lization would perform their missions from the total available 
aircraft inventories. 

4. A large portion of the approximately $1 billion referred to 
by the Department of Defense as representing an approximation 
of the requirement for the accelerated construction of new and 
additional facilities over the next 5 years. 

5. Any increase in costs which may result from the committee 
provision that inactive-duty training shall normally provide for 
an annual minimum of 48 drills. 

6. Increase in costs for guaranteeing commissions to ROTC 
graduates who are in excess of Active Force requirements and 
are ordered to active duty for training for 6 months. 

These cost estimates present an order of magnitude only, and are 
not based on detailed programs. 
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DEPARTMENTAL RECOMMENDATIONS 


Representatives of the Department of Defense appeared as"witnesses 
during committee consideration of the bill and interposed no objection 
to its enactment. 


SECTIONAL ANALYSIS OF THE BILL 


Subsection (1), military obligation.—This subsection amends sub- 
section 4 (d) (3), Universal Military Training and Service Act, by 
lowering the total military obligation from 8 years to 6 years. ‘This 
applies only to inductees and volunteers who have been on active 
duty for training and service. 

Subsection (2), fulfillment of military obligation.—This subsection 
further amends paragraph 3 of subsection 4 (d) as follows: 

Provides that a regular or duly ordained minister of religion shall be 
discharged at his request, Further, any student who is preparing for 
the ministry and attending a theological or divinity school is not 
required to serve on active duty or training duty. 

Also provides that any person may enlist in the Army Reserve, the 
Naval Reserve, the Marine Corps Reserve, the Air Force Reserve, and 
the Coast Guard Reserve for a period of 6 years. When he enlists, 
he must agree to accept active duty for a period of 2 years. Following 
the completion of his active duty, he will be required to serve in the 
Ready Reserve for a period which, when added to the time he spends 
on active duty, shall total 5 years. The remaining year is spent in the 
Standby Reserve. This is conditioned on his satisfactorily partici- 
pating in Reserve training with such unit. This places this reservist 
on the same basis as the inductee or volunteer as far as his Reserve 
obligation is concerned. 

Subsection (3), direct entry into Reserve —This subsection is a limited 
authority which expires on July 1, 1959, and provides that whenever 
the President finds that the strength of the Army Reserve, the Naval 
Reserve, the Marine Corps Reserve, the Air Force Reserve, and the 
Coast Guard Reserve cannot be maintained at the strengths he deems 
sufficient, he may authorize, under such regulations as may be pre- 
scribed by the Secretary of Defense, the acceptance of volunteers 
under the age of 18% for enlistment in the Army Reserve, the Naval 
Reserve, the Marine Corps Reserve, the Air Force Reserve, and the 
Coast Guard Reserve up to a total of 250,000 persons annually. Such 
persons shall be deferred from the draft so long as they continue to 
satisfactorily serve and participate in Reserve training. Those 
persons who have undergone no active duty for training will remain 
liable for induction until age 28 if they should cease to satisfactorily 
participate with such reserve components, 

Subsection (4), ROTC.—Any person who successfully graduates 
from college after completing the Army or Air Force ROTC, or the 
Marine Corps Platoon Leaders’ Class shall be guaranteed a com- 
mission in the Reserve of the appropriate service. If such graduates 
exceed the number required to serve on active duty for training and 
service, such excessive numbers may be ordered to active duty for 
6 months and thereafter will be returned to an appropriate Reserve 
unit to spend the remainder of their military obligation. If they 
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should fail to train after being returned to their Reserve unit, their 
commission will be revoked. 

Subsection (5), initial training—Any person who enlists in the 
Reserve and at the time of enlistment volunteers for 6 months of active 
duty for training will receive an overall 8-year obligation of service 
and he will not be subject to the draft except after a declaration of 
war or national emergency declared by the Congress. This subsection 
also provides that the National Security Training Commission shall 
act in an advisory capacity to the Secretary of Defense and the Presi- 
dent with respect to the welfare of persons undergoing 6 months of 
active duty for training, and the Commission shall report annually 
to the Congress. However, it can only advise and report on matters 
relating to the welfare of the persons and not with respect to the mili- 
tary training required. 

This subsection also provides that the President may allow persons 
with critical skills engaged in critical defense supporting shclouihies 
and research to fulfill their military obligation by taking the 6 months 
active duty for training, and completing 74 years in a Reserve com- 
ponent, regardless of the age they enter the program. 

The subsection further provides that 6 months trainees will be paid 
at the rate of $50 per month and, for the purposes of subsistence and 
travel, will be treated as if they were serving in pay grade E-1. They 
will also be entitled to benefits of Public Law 108, 81st Congress, and 
the benefits of the National Service Life Insurance Act of 1940 (with 
the exception of sec. 621) and the automatic indemnity coverage 
under the Servicemen’s Indemnity Act of 1951. 

Subsection 6, reemployment.—Persons who perform 6 months of 
active duty for training are guaranteed employment rights within 6 
months after their release. Any person restored to a position which 
has been vacated, cannot be discharged from such position without 
cause within 6 months after his restoration. Under present law, 
anyone taking active-duty training, that is the 17, 30, or 45 day train- 
ing periods will have his reemployment rights preserved. 

Section 2, Reserve membership and obligation.—This section provides 
that any person who is inducted, enlisted, or appointed in the Active 
Forces after July 27, 1953, shall, upon his release become a member 
of the Ready Reserve. Thereafter, he may be required to perform 
active duty for training or inactive duty, by either attending 48 
assemblies for drill per annum, or other equivalent periods of training; 
in addition to one of these, he must also serve on active duty for a 
maximum of 17 days annually. 

If he finds that he cannot perform training in this manner, he may 
select Py alternative of taking 30 days’ active duty for training 
annually. 

If he refuses to perform any type of training, as outlined above, he 
may be ordered to active duty for training, without his consent, for 
not to exceed 45 days annually. 

No person who served prior to July 27, 1953, will be required to 
participate in active duty for training, or inactive duty training in 
tne Ready Reserve. 

This section also provides that there shall be a continuous screening 
of units and members of the Ready Reserve to insure that in case of 
mobilization there will be no significant attrition, there will be @ 
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proper balance of military skills, recognition will be given to participa- 
tion in combat and persons may be screened into the Standby Reserve 
because of extreme personal or community hardship. 

The last paragraph of this section provides that a person may be 
transferred from the Ready Reserve to the Standby Reserve. 

Section 3, selective recall—This paragraph provides that members 
of the Standby Reserve may be only ordered to active duty in time 
of war or national emergency declared by Congress, but then only 
after a determination of their availability by the Director of Selective 
Service. 

Section 4, size of Ready Reserve-—This amends existing law and 
changes the statutory size of the Ready Reserve from a maximum 
of 1,500,000 to 2,900,000. 

Section 5, reports.—This section provides that the Secretary of 
Defense must report to the Congress annually on the progress in 
strengthening the Reserve Forces. 

Section 6, authority of the President —This amends existing law by 
providing that the President (without reference to a congressional 
mandate) may order 1 million members of the Ready Reserve to 
active duty. In excess of this number, such members of the Ready 
Reserve may be only ordered to active duty in the numbers as may 
be determined by the Congress. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 


EXISTING LAW THE BILL 


To provide for the strengthening of the Reserve 
Forces, and for other purposes 
Tue Untiversat Minitary TRAINING 


AND Service Act, as AMENDED 


Sec. 4 (d) (3). Each person who sub- 
sequent to the date of enactment of this 
paragraph is inducted, enlisted, or ap- 
pointed, under any provision of law, in 
the Armed Forces, including the reserve 
components thereof, or in the National 
Security Training Corps prior to attain- 
ing the twenty-sixth anniversary of his 
birth shall be required to serve on active 
training and service in the Armed 





Forces or in training in the National 
Secucity Training Corps. and in a re- 
serve component, for a total period of 
eight years, unless sooner discharged on 
the grounds of personal hardship, in 
accordance with regulations and stand- 
ards prescribed by the Secretary of 
Defense (or the Secretary of the Treas- 
ury with respect to the United States 
Coast Guard). Each such person, on 
release from active training and service 
in the Armed Forces or from training in 
the National Security Training Corps, 
shall if physically and mentally quali- 
fied, be transferred to a reserve compo- 
nent of the Armed Forces, and shall 


That the Universal Military Training 
and Service Act (62 Stat. 604), as 
amended, is further amended as follows: 

(1) Section 4 (d) (3) is amended by 
striking out the words “eight years” 
and substituting in lieu thereof the 
words “‘six years”. 


74009°—57 H. Rept., 84-1, vol. 3——86 
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EXISTING LAW 


serve therein for the remainder of the 
period which he is required to serve 
under this paragraph and shall be 
deemed to be a member of such reserve 
component during such period. In case 
the Secretary of the Army, the Secre- 
tary of the Navy, or the Secretary of the 
Air Force (or the Secretary of the Treas- 
ury with respect to the United States 
Coast Guard), determines that enfist- 
ment, enrollment, or appointment in, 
or assignment to, an organized unit of a 
reserve component or an Officers’ train 
ing program of the armed force in which 
he served is available to and can, with- 
out undue personal hardship, be filled 
by any such person, it shall be the duty 
of such person to enlist, enroll, or accept 
appointment in, or accept assignment 
to such organized unit or officers’ train- 
ing program, and to serve satisfactorily 
therein. The Secretary of the Army, 
Navy, and Air Force, with the approval 
ef the Secretary of Defense (and the 
Secretary of the Treasury with respect 
to the United States Coast Guard), may 
provide, by regulations which shall be 
as nearly uniform as practicable, for the 
release from training and service in the 
Armed Forces prior to serving the 
periods required by subsection (b) of 
this section of individuals who volunteer 
for and are accepted into organized 
units of the Army National Guard and 
Air National Guard and other reserve 
components. Nothing in this subsec- 
tion shall be construed to prevent any 
person, while in a reserve component of 
the Armed Forces, from being ordered or 
called to active duty in such Armed 
Force. 


THE BILL 


(2) Section 4 (d) (3) is further 
amended by adding at the end thereof 
the following: ‘‘Provided, however, That 
any person who, while otherwise subject 
to the provisions of this Act, becomes a 
regular or duly ordained minister of 
religion shall, at his request, be entitled 
to a discharge in accordance with regula- 
tions adopted by the Secretary of 
Defense: Provided further, That a stu- 
dent preparing for the ministry in a 
recognized theological or divinity school 
shall not be required to serve on active 
duty, active training and service, active 
duty for training or inactive duty 
training while in such status: Provided 
further, That any person enlisting in the 
Army Reserve. the Naval Reserve, the 
Marine Corps Reserve, the Air Force 
Reserve, or the Coast Guard Reserve for 
a period of six years, which enlistments 
are hereby authorized, must agree to 
accept active duty for a period of two 
years. Following completion of such 
duty, he shall be a member of the Ready 
Reserve for a period which, when added 
to the time spent on active duty, shall 
total five years, providing he partici- 
pates satisfactorily.” 
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EXISTING LAW 


‘+ See. 6° (c). RESERVE COMPONENTS 
EXEMPTIONS.—(1) Persons who, on Feb- 
ruary 1,'1951, were members of organ- 
ized units of the federally’ recognized 
National Guard, the federally recog- 
‘nized Air National Guard, the Officers’ 
‘Reserve Corps, the Regular Army Re- 
serve, the Air Force Reserve, the En- 


‘listed Reserve Corps, the Naval Reserve, 


the: Marine Corps Reserve, the Coast 
Guard Reserve, or the. Public: Heaith 
Service Reserve, shall, so long as they 
continue to be such members and satis- 
factorily participate in scheduled drills 
and training periods as prescribed by 
the Secretary of Defense, be exempt 
from training and service by induction 
under the provisions of this title, but 
shall not be exempt from registration 
unless on active duty. 

(2) (A) In any case in which the Gov- 
ernor of any State determines and issues 
a proclamation to the effect that the 
authorized strength of any organized 
unit of the National Guard of his State 
cannot be maintained by the enlistment 
or appointment of persons referred to in 
subsection 6 (b) (2) or persons who are 
not liable for training and service under 
this title, any person who prior to at- 
taining the age of eighteen years and six 
months, prior to the determination by 
the Secretary of Defense that adequate 
trained personnel are available to the 
National Guard to enable it to maintain 
its strength authorized by current ap- 
propriations, and prior to the issuance 
of orders for him to report for induction, 
enlists or accepts appointment in any 
such organized unit shall be deferred 
from training and service under this 
titleé’so long as he continues to serve 
satisfactorily as a member of such or- 
ganized unit. 

(B) Except as provided in subsection 
(b), paragraph (1) of this subsection, or 
clause (A) of this paragraph, no person 
‘who shall become a member of a reserve 
component. after the effective date of 
this title shall thereby be exempt from 
registration or training and service by 
induction under the provisions of this 
title. 

Sec. 6. (d) Orricers’ TRAINING; DE- 
FERMENT OF STUDENTS AUTHORIZED.— 
{1) Within such numbers as may be pre- 
scribed by the Secretary of Defunss, 
any person who (A) has been or may 
hereafter be selected for enrollment 
or cofitinuance in the senior division, 
Reserve Officers’ Training Corps, or 
the Air Reserve Officers’ Training Corps, 
or thé Naval Reserve Officers’ Training 
Corps, or the naval and Marine Corps 
officer candidate training program es- 
tablished by the Act of August 13, 1946 


THE BILL 


(3) Subsection 6 (c) is amended by 
———. the designation of present 
clause (B) paragraph (2) to clause (C), 
and inserting new clause (B) as follows: 

“Until July 1, 1959, whenever the 
President finds that the authorized 
strength of the Ready Reserve of the 
Army Reserve, Naval Reserve, Marine 
Corps Reserve, Air Force Reserve or 
Coast Guard Reserve cannot be main- 
tained at the strengths deemed suffi- 
cient by him, he may authorize, under 
such regulations as may be prescribed 
by the Secretary of Defense, that volun- 
teers be accepted, within quotas to be 
established by him (the quotas not to 
exceed ‘a total of two hundred and fifty 
thousand persons annually for such re- 
serve components) and thereafter any 
person, prior to attaining the age of 
eighteen vears and six months and prior 
to the issuance of orders for him to re- 
port for induction may volunteer in the 
Army Reserve, Naval Reserve, Marine 
Corps Reserve, Air Force Reserve or 
Coast Guard Reserve, or units thereof, 
and such persons shall be deferred from 
training and service under the provisions 
of the Universal Military Training and 
Service Act, as amended, so long as he 
continues to serve satisfactorily as a 
member of such reserve component in 
accordance with section 2 of this Act. 
Any person deferred under the provi- 
sions of this section shall remain liable 
for induction until attaining the twenty- 
eighth anniversary of his birth if he 
ceases to satisfactorily participate in 
such reserve components.’ 


(4) Subsection 6 (d) (1) is amended 
by adding at the end thereof the follow- 
ing: “Upon graduation persons who 
successfully complete the Army or Air 
Force ROTC course or the Marine 
Corps platoon leaders’ class and are 
qualified shall be commissioned in the 
reserve of the appropriate service. 
Thereafter, such persons in excess of 
the active forces requirements existing 
at that time, shall be ordered to active 
duty for training for a period of six 
months with the service in which com- 
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EXISTING LAW 


60 Stat. 1057), as amended, or the 
eserve Officers’ candidate program of 
the Navy, or the platoon leaders’ class 
of the Marine Corps, or the officer pro- 
curement programs of the Coast Guard 
and the Coast Guard Reserve, or ap- 
inted an ensign, United States Naval 
rve, while undergoing professional 
training; (B) agrees, in writing; to 
accept a commission, if tendered, and 
to serve, subject to order of the re- 
tary of the military department having 
jurisdiction over him (or the Secretary 
of the Treasury with respect to the 
United States Coast Guard), not less 
than two years on active duty after 
receipt of a commission; and (C) agrees 
to remain a member of a regular or 
reserve component until the eighth 
anniversary of the receipt of a commis- 
sion in accordance with his obligation 
under subsection (d) of section 4 of this 
title, shall be deferred from induction 
under this title until after completion or 
termination of the course of instruction 
and so long as he continues in a regular 
or reserve status upon being commis- 
sioned, but shall not be exempt from 
registration. Such persons, except those 
persons who have previously com- 
pleted an initial period of military 
training or an equivalent period of 
active military training and service, 
shall be required while enrolled in such 
programs to complete a period of train- 
ing equal (as determined under regula- 
tions approved by the Secretary of 
Defense or the Secretary of the Treasury 
with respect to the United States Coast 
Guard) in duration and type of training 
to an initial period of military training. 
There shall be added to the obligated 
active commissioned service of any 
person who has agreed to perform such 
obligatory service in return for financial 
assistance while attending a civilian 
college under any such training program 
a period of not to exceed one year. 
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THE BILL 


missioned. Upon the completion of 
such active duty for training such person 
shall be returned to inactive duty and 
assigned to an appropriate reserve unit 
for the remainder of the military obli- 
tion. The Secretary of Defense shall 
evelop standards and reguiations to 
require satisfactory participation by 
such a n. Failure to meet thege 
stand may result in his commission 
in the reserve being revoked.”* 


(5) Add new subsection 6 (p) as 
follows: 

“Notwithstanding any other provision 
of this Act, no person who is honorably 
discharged upon the completion of eight 
years of satisfactory service pursuant to 
enlistment or appointment under the 
authority of subsection (c), paragraph 
(2), clause (B) of this section, which 
satisfactory service includes six con- 
secutive months of active duty for 
training performed pursuant to regula- 
tions prescribed by the Secretary of 
Defense, shall be liable for induction for 
training and service under this Act, 
except after a declaration of war or 
national emergency made by the Con- 
gress subsequent to the date of enact- 
ment of this subsection. For the 
purposes of this Act the words ‘active 
duty for training’ means full-time duty 
in the active military service of the 
United States for training purposes. 
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EXISTING LAW 


Sze. 9. ® (1) Any person who, sub- 
sequent to June 24, 1948, enlists in the 


Armed Forces of the Unitei States 
(other than in a reserve component) and 
who serves for not more than four years 


THE BILL 


The National Security Training Com- 
mission shall act in an advisory capacity 
to the Secretary of Defense and the 
President, as Commander-in-Chief, with 
respect to the welfare of persons while 
serving on active duty for training for 
six months under this subsection. The 
National Security Training Commission 
shall report with respect to the welfare 
of such persons annually to the Con- 
. The advice and reports rendered 
a the National Security Training 
mission pursuant to this section 
shall be with reference to the welfare 
of the persons involved and not with 
respect to the military training required. 
The President is authorized, under such 
rules and regulations as he may pre- 
scribe, to provide for the selection of 
persons with critical skills engaged in 
critical defense-supporting industries 
and.research who may be allowed, not- 
withstanding their age at the time they 
are ordered to report for induction, to 
fulfill their military obligation by serv- 
ing on active duty for training and in a 
reserve component for a total of eight 
ears under the terms of this subsection. 
otwithstanding any other provision 
of law, a person while undergoing six 
months’ active duty for training pro- 
vided for in this subsection shall— 

“(i) be entitled to pay in the 
amount of $50 a month, as well as 
for any period of hospitalization 
ineident thereto; 

“(ii) for the purposes of subsist- 
ence and travel and transportation 
allowances and title IV of the 
Career Compensation Act of 1949, 
as amended, be treated as if he 
were serving in pay grade E-1 
(under four months) , and 

“(iii) be entitled to the benefits 
authorized for reservists by Public 
Law 108, Eighty-first Congress, 
approved June 20, 1949 (63 Stat. 
201) (for the purposes of which the 
term ‘active duty for training’ shall 
be considered to be ‘extended naval 
or military service’), except that he 
shall not be entitled to the benefits 
of section 621 of the National Serv- 
ice Life Insurance Act of 1940, as 
amended, ani the automatic in- 
demnity coverage under the Serv- 
icesmen’s Indemnity Act of 1951, 
as amendei, shall be limited to 
thirty days after separation or re- 
lease from the initial six months of 
active duty training.” 
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EXISTING LAW 


(plus any period of additional service 
roy pursuant to law) shall be en- 
titled upon release fromm service under 
honorable conditions to all the reemploy- 
ment rights and other benefits proviied 
for by this section in the case of persons 
oe under the provisions of this 

e. 
(2) Any person who, subsequent to 
June 24, 1948, enters upon active duty. 
(other than for the purpose of deter- 
mining his physical fitness), whether or 
not voluntarily, in the Armed Forces 
of the United States or the Public 
Health Service in response to an order 
or call to active duty shall, upon his 
relief from active duty under honorable 
conditions, be entitled to all of the 
reemployment rights and benefits pro- 
vided by this section in the case of 
persons inducted under the provisions 
of this title, if he is relieved from active 
duty not later than four years after the 
date of entering upon active duty or as 
soon after the expiration of such four 
years as he is able to obtain orders 
relieving him from actiye duty. 

(3) Any employee who holds a posi- 
tion described in paragraph (A) or (B) 
of subsection (b) of this section shall be 
granted a leave of absence by his em- 
ployer for the purpose of being inducted 
into, entering, determining his physical 
fitness to enter, or performing training 
duty in, the Armed Forces of the 
United States. Upon his release from 
training duty or upon his rejection, such 
employee shall, if he makes application 
for reinstatenent within thirty days 
following his release, be reinstated in his 
position without reduction in his senior- 
ity, status, or pay except as such reduc- 
tion may be made for all employees 
similarly situated. 


THE BILL 


(6) Section 9 (g) is amended by 
adding the following new paragraph, to 
be known as paragraph (4), to read as 
follows: 

“Any person who performs 6 months 
of active duty for training pursuant to, 
and as defined in subsection 6 (p) of this 
act shall be entitled, upon application 
for reemployment within 60 davs after 
(a) release following satisfactory com- 
mene of required training or (b) from 

ospitalization continuing after dis- 
charge for a period of not more than 6 
months, to all reemployment rights and 
benefits provided by this section in the 
case of persons enlisted under the pro- 
visions of this title, except that any per- 
son so restored to a position in accord- 
ance with the provisions of this title 
shall not be discharged from such posi- 
tion without cause, within 6 months 
after such restoration.” Cais 
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EXISTING LAW 


Sec. 208. (a) Each person required to 
serve in a reserve component pursuant 
to law, shall, upon becoming a member 
of a reserve component, be placed in the 
Ready Reserve of his Armei Force for 
the remainder of his required term of 
service unless eligible for transfer to the 
Standby Reserve under subsection (f) of 
this section. 

(b) Any member of the reserve com- 

nents in an active status on the effec- 

ve date of this Act may be placed in 
the Ready Reserve. 

(c) All units and members of the 
National Guard of the United States and 
Air National Guard of the United States 
shall. be. in the Ready Reserve of the 
Army; and 

(d) All members of the reserve com- 

nents assigned to units organized for 

e purpose of serving as such, which are 
designated as units in the Ready 
Reserve, shall be in the Ready Reserve. 

(e) Subject to such regulations as the 
appropriate Secretary may prescribe, 
any member of the reserve components 
may, at any time upon his request, be 
placed in the Ready rve if qualified. 


THE BILL 


Sec. 2. Section 208 of the Armed 
Forces Reserve Act of 1952 (Public 
Law 476, Eighty-second Congress) as 
amended, is further amended as follows: 

(1) Redesignating subsections (g) 
(h), ani (i) as (h), (i), and (j), an 
adding a new subsection (g) as follows: 

“(g) Unless otherwise provided by 
law, each person inducted, enlisted, or 
appointed in the Active Forces after 
July 27, 1953, shall upon his release 
from active service become a member 
of the Ready Reserve. Thereafter such 
person may be required to perform 
active duty for training or inactive duty 
training in the following manner: 


“(1) An annual minimum of 
forty-eight assemblies for drill; or 
“(2) When authorized by the 
appropriate Secretary concerned, 
other equivalent periods of training, 

and in addition to either (1) or (2) above, 
an annual period of active duty for 
training of not to exceed seventeen 


os, 
Whenever a member of the Ready 
Reserve of the reserve components of 
the Army Reserve, the Naval Reserve, 
the Marine Corps Reserve, the Air Force 
Reserve, and the Coast Guard Reserve 
elects not to participate in any of the 
foregoing procedures, such member shall 
be offered the alternative of active duty 
for training of not to exceed thirty days 
annually. Any member of the Ready 
Reserve of the reserve component of the 
Army Reserve, the Naval Reserve, the 
Marine Corps Reserve, the Air Force 
Reserve, and the Coast Guard Reserve 
who fails through refusal. when able to 
perform his obligation pursuant to the 
above alternatives, may by competent 
authority be ordered to and required to 
erform active duty for training, without 
is consent, for not to exceed forty-five 
days annually. Notwithstanding any 
other provision of law, a person who 
served on active duty in the Armed 
Forces prior to July 27, 1953, will not 
be required, unless he has agreed or may 
hereafter agree, to participate in active 
duty for training or in inactive duty 
training in the Ready Reserve. 
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(f) Except in time of war or national 
emergency hereafter declared by the 
Congress, any member of the reserve 
components who is not serving on active 
duty in the Armed Forces of the United 
States shall, upon his request, be trans- 
ferred to the Standby Reserve for the 
remainder of his term of service— 

(1) if he has served on active 
duty in the Armed Forces of the 
United States for not less than a 
total of five years; 

(2) if, having served on active 
duty in the Armed Forces of the 
United States for a total of less than 
five years, he has satisfactorily 
participated, as determined by the 
appropriate Secretary, in an ac- 
credited training program in the 
Ready Reserve for a period which 
when added to his period of active 
duty in the Armed Forces of the 
United States totals not less than 
five years or such lesser period of 
time as the appropriate Secre- 
tary (with the approval of the 
Secretary of Defense in the case of 
a Secretary of a Military Depart- 
ment) may prescribe in the case of 
satisfactory participation in such 
accredited training programs as the 
appropriate Secretary may desig- 
nate; 

(3) if he has served on active 
duty in the Armed Forces of the 
United States for not less than 
twelve months between December 
7, 1941, and September 2, 1945, 
and, in addition thereto. has served 
on active duty in the Armed 
Forces of the United States for not 
less than twelve months subsequent 
to June 25, 1950; or 

(4) if he has served as a member 
of one or more reserve components 
subsequent to September 2, 1945, 
for not less than eight years. 

(g) No member of the National 
Guard of the United States or Air 
National Guard of the United States 
shall be transferred to the Standby 
Reserve without the consent of the 
governor or other appropriate authority 
of the State, Territory, or District of 
Columbia concerned. 

Sec. 233. (a) In time of war or na- 
tional emergency hereafter declared by 
the Congress, or when otherwise author- 
ized by law, any unit and the members 
thereof, or any member not assigned to a 
unit organized for the purpose of serving 
as such, of any reserve component may, 
by competent authority, be ordered to 
active duty for the duration of the war 
or pational emergency and for six 


THE BILL 


(2) Section 208 (f) of the Armed 
Forces Reserve Act of 1952 is amended 
by striking out the words “upon his 
request”’. 

(3) Subsection (j) as redesignated ig 
amended by deleting (g) where it ap- 
pears therein and substituting (h). 

(4) Add a new subsection (k) as 
follows: 

“(k) Under regulations prescribed by 
the President, each Armed Force of the 
United States shall provide a system of 
continuous screening of units and mem- 
a of the Ready Reserve to insure 
that— 

(a) no significant attrition will 
occur to those members or units 
during a mobilization; 

“(b) there will be a proper bal- 
ance of military skills; 

‘(c) members of the Reserve 
forces possessing critical civilian 
skills will not be retained in num- 
bers beyond the requirements for 
those skills except for persons who 
have military skills for which there 
is an overriding requirement; 

““(d) with due respect to national 
security and military requirements, 
recognition is given to participation 
in combat; and 

“(e) members of the Reserve 
Forces whose mobilization in an 
emergency would result in extreme 
personal or community hardship 
are not retained in the Ready 
Reserve.” 

(5) Add a new subsection (1) as 
follows: 

“(1) Under regulations prescribed by 
the appropriate Secretary, any member 
of the Ready Reserve may be trans- 
ferred to the Standby Reserve.” 


Sec. 3. Notwithstanding the provi- 
sions of section 233 (a) of the Armed 
Forces Reserve Act of 1952 in time of 
war, or of national emergency declared 
by Congress, after the enactment of this 
amendatory Act, members of the Stand- 
by Reserve may be ordered to active 
duty only after a determination of avail- 
ability by the Director of Selective 
Service. 
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EXISTING LAW 


months thereafter, but members on an 
inactive status list or in a retired status 
shall not be ordered to active duty with- 
out their consent unless the appropriate 
Secretary (with the approval of the 
Secretary of Defense in the case of a 
Secretary of 2 Military Department) 
determines that adequate numbers of 
qualified members of the reserve com- 
ponents in an active status or in the 
inactive National Guard in the required 
category are not readily available. 

(b) (1) In time of national emergency 
hereafter proclaimed by the President or 
when otherwise authorized by law, any 
unit and the members thereof, or any 
member not assigned to a unit organized 
for the purpose of serving as such, in the 

Ready Reserve of any reserve com- 
ponent may, by competent authority, 
be ordered to and required to perform 
active duty involuntarily for a period 
not tu exceed twenty-four consecutive 
months: Provided, That Congress shall 
determine the number of members of the 
reserve components necessary for the 
national security to be ordered to active 
duty, pursuant to this subsection prior 
to the exercise of the authority con- 
tained in this subsection 

(2) It is the policy of the Congress in 
view of hardship situations developed by 
the Korean hostilities that in the interest 
of fair treatment as between members in 
the Ready Reserve involuntarily re- 
ealled for duty, attention shall be given 
to the duration and nature of previous 
service, with the objective of assuring 
such sharing of hazardous exposure as 
the national security and the military 
requirement will reasonably permit, to 
family responsibilities, and to employ- 
ment found to be necessary to the main- 
tenance of the national health, safety, or 
interest. The Secretary of Defense 
shall promulgate such policies and estab- 
lish such procedures as may be required 
in his opinion to carry out our intent 
here declared, and shall from time to 
time, and at least annually, report to the 
Committees on Armed Services of the 
Congress respecting the same. 

(ec) At any time, any unit and the 
members thereof, or any member not 
assigned to a unit organized for the 
purpose of serving as such, in an active 
status in any reserve component may, 
by competent authority, be ordered to 
and required to perform active duty or 
active duty for training, without his 
consent, for not to exceed fifteen days 
annually: Provided, That units and 
members of the National Guard of the 
United States or the Air National Guard 
of the United States shall not be 
ordered to or required to serve on active 


19 
THE BILL 


Sec. 6. Section 233 (b) (1) is amended 
by deleting the period at the end thereof 
and adding the following: “in excess of 
1,000,000 members comprised of units 
and members thereof or any member not 
assigned to a unit organized for the pur- 
poses as serving as such’”’, 
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duty in the service of the United States 
pursuant to this subsection without the 
consent of the Governor of the State or 
Territory concerned, or the Command- 
ing General of the District of Columbia 
National Guard. 

(d) A member of a reserve component 
may, by competent authority, be or- 
dered to active duty or active duty for 
training at any time with his consent: 
Provided, That no member of the 
National Guard of the United States 
or Air National Guard of the United 
States shall be so ordered without the 
consent of the Governor or other ap- 
propriate authority of the State, Terri- 
tory, or District of Columbia concerned. 

Sec. 205 (a). The Ready Reserve con- 
sists of those units or members of the 
reserve components, or both, who are 
liable for active duty either in time of 
war, in time of national emergency de- 
clared by the Congress or proclaimed by 
the President, or when otherwise author- 
ized by law. 

(b) The authorized aggregate person- 
nel strength of the Ready Reserve shall 
not exceed a total of one million five 
hundred thousand. 
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THE BILL 


Sec. 4. Section 205 (b) of the Armed 
Forces Reserve Act of 1952 is amended 
by striking the words “one million five 
hunired thousand” and inserting the 
words “two million nine hundred thou- 
sand”. 

Sec. 5. The Secretary of Defense shall 
cause recoris to be maintained in the 
three military departments, as far as 
practicable, on the number of persons 
participating in active duty for training 
in the reserve components and in a drill 
status with pay. The Secretary of De- 
fense shall report in January of each 
year to the President and to the Con- 
gress on the progress as to the strength- 
ening of the rve Forces. 
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84TH CoNGREsS } HOUSE OF REPRESENTATIVES { Report 


1st Session No. 988 





CONSIDERATION OF H. R. 6059 





June 28, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Madden, from the Committee on Rules, submitted the 
following 


REPORT 


(To accompany H. Res. 289} 





The Committee on Rules, having had under consideration House 
Resolution 289, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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84TH CoNncrEss \ HOUSE OF REPRESENTATIVES { ’  ‘Reporr 


1st Session No. 989 





AUTHORIZING THE COMMITTEE ON HOUSE ADMINISTRATION TO 
MAKE STUDIES AND INQUIRIES RELATIVE TO UNNECESSARY 
GOVERNMENT PRINTING AND PAPERWORK 





June 28, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TxHornserry, from the Committee on Rules, submitted the 
following 


REPORT 


{To accompany H. Res. 262] 


The Committee on Rules, having had under consideration House 
Resolution 262, report the same to the House with the recommendation 
that the resolution do pass with the following amendments: 

Strike all after the resolving clause and in lieu thereof insert the 
following: 


That the Committee on House Administration, or any subcommittee thereof, is 
authorized to conduct a full investigation and study of the operations of federally 
operated printing services with particular reference to the administration, by rule, 
regulation, or otherwise of the provisions of law to Government printing, binding, 
reproduction, and distribution services, the sale anid distribution of Government 
publications, and Government paperwork in general. For the purpose of carrying 
out this resolution the committee, or any subcommittee thereof, is authorized to 
sit and act during the present Congress at such times and places in the United 
States whether the House is in session, has recessed, or has adjourned, to hold such 
hearings, and to require, by subpena‘or otherwise, the attendance and testimony 
of such witnesses and the production of such books, records, correspondence, 
memoranda, papers and documents, as it deems necessary. Subpenas may be 
issued under the signature of the chairman of the committee or any member of the 
committee designated by such chairman, and may be served by any person desig- 
ated by such chairman or member. 


Strike the preamble. 
Amend the title so as to read: 


Resolution to authorize the Committee on House Administration to make 
studies and inquiries relative to unnecessary Government printing and paperwork. 


O 
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84TH CoNnGREsS HOUSE OF REPRESENTATIVES | Report 


Ist Session No. 990 





PROVIDING FOR THE ABOLITION OF THE 80-ROD RE- 
SERVED SPACES BETWEEN CLAIMS ON SHORE WATERS 
IN ALASKA 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Eneour, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 605} 


The Committee on Interior and Insular Affairs, to whom was refer- 
red the bill (H. R. 605) to provide for the abolition of the 80-rod 
reserved spaces between claims on shore waters in Alaska, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill, as amended, do pass. 

The amendments are as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


That section 1 of the Act of May 14, 1898 (30 Stat. 409), as amended by the Act 
of March 3, 1903 (32 Stat. 1028; 48 U. S. C., 1952 edition, sec. 371), is amended 
by striking out the following language: “And provided further, That no location 
of scrip, selection, or right along any navigable or other waters shall be made 
within the distance of eighty rods of anv lands, along such waters, theretofore 
located by means of any such scrip or otherwise;”’, and ‘“‘and along such shore a 
space of at least eighty rods shall be reserved from entry between all such claims;”’. 

Sec. 2. Section 10 of the Act of May 14, 1898 (30 Stat. 413; 48 U. 8S. C., 1952 
edition, sec. 462), is amended by striking out the following language: ‘Provided 
further, That there shall be reserved by the United States a space of eighty rods 
in width between tracts sold or entered under the provisions of this Act on lands 
abutting on any navigable stream, inlet, gulf, bay, or seashore, and that the 
Secretary of the Interior may grant the use of such reserved lands abutting on 
the water front to any citizen or association of citizens, or to any corporation 
incorporated under the laws of the United States or under the laws of any State 
or Territory, for landings, and wharves, with the provision that the public shall 
have access to and proper use of such wharves, and landings, at reasonable rates 
of toll to be prescribed by said Secretary, and a roadway sixty feet in width, 
parallel to the shore line as near as may be practicable, shall be reserved for the 
use of the public as a highway:’’. we 

Sec. 3. The Act of June 5, 1920 (41 Stat. 1059, 48 U. S. C., 1952 edition, sec. 
372), is amended by striking out the following language: ‘“‘reserve from sale and 
entry a space of at least eighty rods in width between tracts sold or entered under 
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the provisions thereof along the shore of any navigable water, and’, and by also 
striking out the following language: ‘restore to entry and disposition such reserved 
spaces and may”. 

Src. 4. All lands restored from reservation by this Act shall be restored to all 
forms of appropriation under the public land laws applicable to the Territory of 
Alaska, but a restoration from reservation by this Act shall not be construed as a 
revocation of an order of withdrawal within the meaning of section 4 of the Act 
of September 27, 1944 (58 Stat. 748), as amended (43 U. S. C., 1952 edition, 
sec. 282). 

Sec. 5. All conveyances of lands opened for sale, entry, or settlement under this 
Act shall be subject to (a) grants heretofore made by the Secretary of the Interior 
for the use of reserved lands abutting on the waterfront to any citizen or associa- 
tion of citizens, or to any corporation incorporated under the laws of the United 
States or under the laws of any State or Territory, for landings and wharves as 
provided by section 10 of the Act of May 14, 1898 (30 Stat. 409, 48 U. 8. C., 
1952 edition, sec. 462), with an easement for not more than a one hundre-foot 
right-of-way for an access road to such wharves and landings, and (b) reservations 
made by the Secretary of the Interior for the use of the natives of Alaska of tracts 
of land along the waterfront of any stream, inlet, bay, or seashore for lan jing places 
for canoes and other craft used by the natives, as provided by said section 10 
(30 Stat. 409; 48 U. 8. C., 1952 edition, sec. 464), together with necessary right-of- 
way for access to such natives to such landing places: Provided, That any such 
reserve or grant for use for landings, wharves, or landing places which are no longer 
being use] may upon proper evidence of nonuser be revoked and abrogated and 
conveyances under this Act made free and clear thereof. 


Amend the title so as to read: 


A bill to provide for the abolition of the eighty-rod reserved spaces between 
claims on shore waters in Alaska, and for other purposes. 


EXPLANATION OF THE BILL 


The purrase of H. R. 605, as amended. is to repeal thosé: rovisions 
of section 10 of the act of "May 4 , 1898, as amended (48)]J. S. C., 
1952 ef:, sec. 461, 462), which, reserve from sale and entry ‘space of 
80 rovis in width betw een,-tracts sold or entered under provisians of 
applicable law. The gwitutory provisions which have been ine Me 





since 1898 were doy®dtless enacted to prevent the appropria; 
excessive amounts,#i valuable shoreline space by a few individ ute 
groups. However’, the need for establishing boundary lines separd ting 

rivately owned lands by a quarter of a mile has long since 'pas#d. 
Tn fact, official groups and private citizens of Alaska have for many 
years sought repeal of the existing law as detrimental to the orderly 
settlement of the Territory. 

The Subcommittee on Territories amended H. R. 605 at the sugges-} 
tion of the Department of the Interior by striking all after the enacting 
clause and inserting the five sections presently in the bill. The 
amendment does not change the purpose of the bill but specifies 
the provisions to be repealed. 

As the Department of the Interior points out in its favoralile 
report on H. R. 605, the bill protects the public interest by sarge Wood | 
the Secretary of the Interior to make such withdrawals as will be 
necessary to provide ingress and egress to shoreline space for the use 
of the public. H. R. 605 specifically protects whatever rights to, 
shoreline space may be possessed by the Indians, Eskimos, and Aleuts ' 
of Alaska under reservations made by the Secretary of the Interior. 

The Department of Agriculture has likewise submitted a favorable 
report on H. R. 605 and believes it would be especially useful and in 
the public interest in reference to homesite tracts eliminated from the} 
national forests for settlement. i" 
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The Bureau of the Budget reviewed the report of the Department 
of the Interior and made no objection to its submission. 

The reports of the Departments of the Interior and Agriculture 
follow: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 12, 1955. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, 
Washington, D. C. 


My Dear Mr. EnGte: This is in reply to your request for the views of this 
Department on H. R. 605, a bill to provide for the abolition of the 80-rod reserved 
spaces between claims on shore waters in Alaska. 

I recommend that H. R. 605 be enacted if amended as suggested below. 

H. R. 605, if enacted in its present form, would repeal those provisions of 
section 10 of the act of May 14, 1898, as amended (48 U. S. C., 1952 ed., sees. 
461, 462), which reserve from sale and entry spaces at least 80 rods in width 
between tracts sold on shore waters of Alaska under section 10. 

The apparent objective of the legislation (both sec. 10 of the 1898 act and other 
statutes) dealing with the reservation of shore spaces was to prevent monopoliza- 
tion of shorelines in the Territory in order to keep the shores open to the general 
publie as sites for wharves and landings and for such purposes as fishing and 
general ingress and egress. The advantage of the legislation, particularly in the 
light of conditions existing at the time of its enactment, was that it automatically 
prevented appropriation of entire stretches of shore. The law is self-enforcing 
since no rights can be initiated on lands reserved by its operation. 

The present law, however, merely prevents the appropriation of long stretches 
of shore by private interests, and does not prevent the appropriation of the most 
choice shore areas. So long as there is no other entry within 80 rods of a desirable 
tract of land, that tract is open to entry. When the entry is made, the adjacent 
lands become reserved, thus leaving secondary areas, which may not be valuable 
at all for public purposes, in public ownership. The result has been the reservation 
of many miles of shorelines which have no value for public purposes and which 
require the expenditure of public funds for field examination and other activities 
in order to eliminate the reservations. 

When the legislation was first enacted, there was a point to the self-enforcing 
feature. The Territory was then a distant land, sparsely occupied, and with 
only a rudimentary governmental structure. Today various Federal agencies 
have skilled staffs in the Territory equipped to protect the public interest in a 
positive manner, and the Territorial government itself has developed the means 
and ability to take effective action in many fields and now has its own land agency. 

Moreover, legislation has been enacted which provides statutory authority 
for the proper protection of the public interest along the shorelines of Alaska. 
In particular the Recreation Act of June 14, 1926, as amended by the act of June 
4, 1954 (68 Stat. 173; Public Law 387, 83d Cong.), and the Small Tract Act, as 
amended by the act of June 8, 1954 (68 Stat. 239; Public Law 390, 83d Cong.), 
authorize the Secretary of the Interior to classifv lands for public purposes and to 
dispose of them to local governmental agencies and nonprofit organizations. 
Officials of both the Department of the Interior and the Territory of Alaska have 
been active in investigating shore areas to be certain that, wherever the public 
interest demands it, areas are reserved for public use. Thus, changing times and 
new legislation have obviated the original justification for the existing statutes 
reserving shore spaces. 

Most of Alaska is unsurveyed. The presence of reserved areas along unsur- 
veyed shores often leads to inequities when an entryman in good faith establishes 
himself inadvertently on reserved spaces. The reserves also prevent entry on 
some lands that have no special value for public purposes. 

I favor the enactment of H. R. 605, but I believe that amendment is needed to 
achieve the results desired. In particular, I recommend that the bill state spe- 
cifically the provisions to be repealed. Therefore, I suggest that it be rewritten 
along the lines of the enclosed draft. If amended as suggested, the various sec- 
tions of the bill would provide as follows: 

Section 1 of the bill would strike out those provisions of section 1 of the 1898 
act as amended which provide for the reservation of the 80-rod spaces. 
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Section 2 would repeal the proviso to section 10 of the 1898 act which not only 
reserves to the United States spaces 80 rods in width between tracts sold or 
entered on shore waters of Alaska, but also gives authority to the Secretary to 
grant use of shore-space reserves for public landing and wharf purposes. With 
the elimination of the reserves, the Secretary, of course, will no longer have need 
fas-aithority relating to their use. The proviso, which would be repealed also 


“reserves to the United States a right-of-way for a public highway along the shore- 


lines of the Territory. 

Section 3 would repeal the provisions of the act of 1920 which gave the Secretary 

sihnority to restore shore-space reserves. ‘This authority would be obsolete if 
the 80-rod reserves were abolished. \ 

Section 4 would provide that all lands restored from reservation by the bill 
would be subject to the public land laws applicable to Alaska, but would also 
provide that a restoration under the bill would not be construed as a revocation 
of an order of withdrawal within the meaning of section 4 of the act of September 
27, 1944 (58 Stat. 748), as amended (43 U.S. C., 1952 ed., see. 282). This would 
mean that the restoration of lands by this bill would not be delayed to afford 
veterans a preferred right of application. Since most of the reserves are unsur- 


~-@eyed and are widely. dispersed, veterans would not gain anything in particular 


if veterans’ preference were retained for those lands, and the chief result would be 
delay in the opening of some lands to entry. 

Section 5 would protect the interests of any permitted user of reserved lands 
released by the act. Our records do not show that any such permits are now in 
force, but there is no harm in having this savings clause. This section would also 
protect the natives in their use of reserved landing places. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


A BILL To provide for the abolition of the eighty-rod reserved spaces between claims on shore waters in 
Alaska, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 1 of the Act of May 14, 1898 (30 
Stat. 409), as amended by the Act of March 3, 1903 (32 Stat. 1028; 48 U.S. C., 
1952 ed., see. 371), is amended by striking out the following language: ‘and 
provided further, That no location of scrip, selection, or right along any navigable 
or other waters shall be made within the distance of eighty rods of any lands, 
along such waters, theretofore located by means of any such scrip or otherwise;”, 
and ‘‘and along such shore a space of at least eighty rods shall be reserved from 
entry between all such claims;’’. 

Sec. 2. Section 10 of the Act of May 14, 1898 (30 Stat. 413; 48 U.S. C., 1952 
ed., sec. 462), is amended by striking out the following language: “Provided further, 
That there shall be reserved by the United States a space of eighty rods in width 
between tracts sold or entered under the provisions of this Act on lands abutting 
on any navigable stream, inlet, gulf, bay, or seashore, and that the Secretary of 
the Interior may grant the use of such reserved lands abutting on the waterfront 
to any citizen or association of citizens, or to any corporation incorporated under 
the laws of the United States or under the laws of any State or Territory, for 
landings, and wharves, with the provision that the public shall have access to 
and proper use of such wharves, and landings, at reasonable rates of toll to be 
prescribed by said Secretary, and a roadway sixty feet in width, parallel to the 
shoreline as near as may be practicable, shall be reserved for the use of the public 
as a highway”. 

Sec. 3. The Act of June 5, 1920 (41 Stat. 1059; 48 U. S. C., 1952 ed., see. 372), 
is amended by striking out the following language: ‘‘reserve from sale and entry 
a space of at least eighty rods in width between tracts sol1 or entered under the 
provisions thereof along the shore of any navigable water, and’’, and by also 
striking out the following language: “restore to entry and disposition such 
reserved spaces and may’’. 

Sec. 4. All lands restored from reservation by this Act shall be restored to all 
forms of appropriation under the public land laws applicable to the Territory of 
Alaska, but a restoration from reservation by this Act shall not be construed as 4 
revocation of an order of withdrawal within the meaning of section 4 of the Act 
of September 27, 1944 (58 Stat. 748), as amended (43 U.S. C., 1952 e1., see. 282) 

Sec. 5. All conveyances of lands opened for sale, entry, or settlement under 
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this Act shall be subject to (a) grants heretofore made by the Secretary of the 
Interior for the use of reserved lands abutting on the waterfront to any citizen 
or association of citizens, or to any corporation incorporated under the laws of the 
United States or under the laws of any State or Territory, for landings, and 
wharves, as provided by section 10 of the Act of May 14, 1898 (30 Stat. 409; 
48 U. 8. C., 1952 ed., sec. 462), with an easement for not more than a one hundred 
foot right-of-way for an access road to such wharves and landings, and (b) reserva- 
tions made by the Secretary of the Interior for the use of the natives of Alaska of 
tracts of land along the waterfront of any stream, inlet, bay, or seashore for 
landing places for canoes and other craft used by the natives, as provided by said 
section 10 (30 Stat. 409; 48 U. S. C., 1952 ed., sec. 464), together with necessary 
right-of-way for access to such natives to such landing places: Provided, That 
any such reserve or grant for use for landings, wharves, or landing places which 
are no longer being used may upon proper eviijence of nonuser be revoked and 
abrogated and conveyances under this Act made free and clear thereof. 


DEPARTMENT OF AGRICULTURE, 
Washington, March 4, 1955. 
Hon. Cratr ENGtie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear ConcressMAN ENG Ee: Reference is made to your letter of January 18 
requesting a report by this Department on H. R. 605, a bill to provide for the 
abolition of the 80-rod reserved spaces between claims on shore waters in Alaska. 

We favor the enactment of this bill. 

H. R. 605 would abolish the provision in section 10 of the act of May 14, 1898, 
as amended (48 U. 8. C. 461, 462), requiring the retention in public ownership 
of tracts 80 rods, or one-fourth mile, in width between public land claims along 
the shoreline of navigable waters in Alaska. 

The principal interest of this Department concerns homesite tracts which would 
be eliminated from the national forests for entry under the 1898 act. These 
homesites are tracts of not more than 5 acres which are laid out by this Depart- 
ment on national forest lands to meet the demands of settlers along the gealanes 
and highways in the vicinity of cities and towns. They are popular with com- 
mercial fishermen and laborers who desire to build homes during their spare time. 
The tracts are usually laid out in groups to make the best use of public facilities 
such as roads, water-supply systems, and electric service, and a requirement 
that a quarter-mile strip be left between claims adjacent to navigable waters 
defeats this logical grouping and serves no useful purpose. 

Homesite tracts in Alaska are smaller than forest homesteads. Yet the act 
of June 5, 1920 (48 U. 8. C, 372), eliminated the requirement for 80-rod shore 
space reservations between forest homesteads, with beneficial results to all 
concerned. H. R. 605 is in line with the 1920 act. 

Enactment of H. R. 605 would lead to greater efficiency and economy in han- 
dling homesite settlement work in the national forests of Alaska, and would not 
prevent the retention of needed rights-of-way leading inland from navigable 
waters. 

In view of your subsequent request, we are not awaiting advice from the Bureau 
of the Budget regarding the relationship of this proposed legislation to the program 
of the President. 

Sincerely yours, 


E. L. Peterson, Acting Secretary. 





DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 14, 1955. 
Hon. Crain ENGLe, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

Dear ConcressMAN Enate: The Bureau of the Budget has advised this De- 
partment that there is no objection to our report to you, dated March 4, 1955, re- 
garding H. R. 605, a bill to provide for the abolition of the 80-rod reserved spaces 
between claims on shore waters in Alaska. 

Sincerely yours, 


Trug D. Morss, Under Secretary. 
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CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman) : 


Sec. 1 or rue Act or May 14, 1898 (30 Srar. 409), as AMENDED BY THE Act oF 
Marcu 3, 1903 (32 Srar. 1028; 48 U. S. C., 1952 gep., Sec. 371) 


All the provisions of the homestead laws of the United States not in conflict 
with the provisions of this section, and all rights incident thereto, are extended to 
the Territory of Alaska, subject to such regulations as may be made by the 
Secretary of the Interior; and no indemnity, deficiency, or lieu land selections 
pertaining to any land grant outside of Alaska shall be made, and no land scrip or 
land warrant of any kind whatsoever shall be located within or exercised upon any 
lands in said Territory except as provided by law; and provided further, That no 
more than one hundred and sixty acres shall be entered in any single body by 
such scrip, lieu selection, or soldier’s additional homestead right; [and provided 
further, That no location or scrip, selection, or right along any navigable or other 
waters shall be made within the distance of eighty rods of any lands, along such 
waters, theretofore located by means of any such scrip or otherwise ;] and provided 
further, That no commutation privileges shall be allowed in excess of one hundred 
and sixty acres included in any homestead entry under the provisions hereof: 
Provided, That no entry shall be allowed extending more than one hundred and 
sixty rods along the shore of any navigable water, [and along such shore a space 
of at least eighty rods shall be reserved from entry between all such claims;] 
and that nothing herein contained shall be so construed as to authorize entries to 
be made or title to be acquired to the shore of any navigable waters within Alaska; 
and no patent shall issue hereunder until all the requirements of sections 164, 171, 
and 272 of Title 43 have been fully complied with as to residence, improvements, 
cultivation, and proof except as to commuted lands as herein provided. * * * 


Section 10 or rue Act or May 14, 1898 (30 Star. 413; 48 U. S. C., 1952 Eb., 
Sec. 462) 


Any citizen of the United States twenty-one years of age, or any association of 
such citizens, or any edrporation incorporated under the laws of the United 
States or of any State or Territory now authorized by law to hold lands in the 
Territories, hereafter in the possession of and occupying public lands in the Dis- 
trict of Alaska in good faith for the purposes of trade, manufacture, or other 
productive industry, may each purchase one claim only not exceeding eighty acres 
of such land for any one person, association, or corporation, at two dollars and 
fifty cents per acre, upon submission of proof that said area embraces improve- 
ments of the claimant and is needed in the prosecution of such trade, manufacture, 
or other productive industry, such tract of land not to include mineral or coal 
lands, and ingress and egress shall be reserved to the public on the waters of all 
streams, whether navigable or otherwise: Provided, That no entry shall be allowed 
under this Act on lands abutting on navigable water of more than eighty rods: 
[Provided further, That there shall be reserved by the United States a space of 
eighty rods in width between tracts sold or entered under the provisions of this 
Act on lands abutting on any navigable stream, inlet, gulf, bay, or seashore, and 
that the Secretary of the Interior may grant the use of such reserved lands abutting 
on the water front to any citizen or association of citizens, or to any incorporation 
incorporated under the laws of the United States or under the laws of any State 
or Territory, for landings, and wharves, with the provision that the public shall 
have access to and proper use of such wharves, and landings, at reasonable rates 
of toll to be prescribed by said Secretary, and a roadway sixty feet in width, parallel 
to the shoreline as near as may be practicable, shall be reserved for the use of the 
public as a highway:] Provided further, * * * 
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Act or June 5, 1920 (41 Srar. 1059; 48 U. S. C., 1952 Ep., Szc. 372) 


The provisions of section 371 of this title, extending the homestead laws to 
Alaska, insofar as they [reserve from sale and entry a space of at least eighty 
rods in width between tracts sold or entered under the provisions thereof along 
the shore of any navigable water, and] provide that no entry shall be allowed 
extending more than one hundred and sixty rods along the shore of any navigable 
water, shall not apply to lands classified and listed by the Secretary of Agriculture 
for entry under sections 506-508 and 509 of Title 16, and the Secretary of the 
Interior may upon application to enter or otherwise in his discretion [restore to 
entry and disposition such reserved spaces and may] waive the restriction that 
no entry shall be allowed extending more than one hundred and sixty rods along 
the shore of any navigable water as to such lands as he shall determine are not 
necessary for harborage uses and purposes. 


The Committee on Interior and Insular Affairs unanimously recom- 
mends the enactment of H. R. 605, as amended. 


O 
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AUTHORIZING THE TERRITORY OF HAWAII, THROUGH ITS DULY 
DESIGNATED OFFICERS AND BOARDS, TO NEGOTIATE A 
COMPROMISE AGREEMENT, EXCHANGE WITH, SELL, OR LEASE 
TO THE OWNERS OF CERTAIN SHORELANDS, CERTAIN TIDE- 
LANDS, BOTH IN THE TERRITORY OF HAWAII, AND TO MAKE 
COVENANTS WITH SUCH OWNERS, IN SETTLEMENT OF CERTAIN 
DAMAGE CLAIMS AND FOR A CONVEYANCE OF LITTORAL 
RIGHTS 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Encte, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6331] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6331) authorizing the Territory of Hawaii, 
through its duly designated officers and boards, to negotiate a com- 
promise agreement, exchange with, sell, or lease to the owners of cer- 
tain shorelands, certain tidelands, both in the Territory of Hawaii, 
and to make covenants with such owners, in settlement of certain 
damage claims and for a conveyance of littoral rights, having consid- 
ered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The basic objective of H. R. 6331 is to provide legislation authoriz- 
ing officials of the Territory of Hawaii to negotiate a compromise 
agreement, sell, exchange, or to lease for a period of 55 years tide- 
lands described in section 2 of the bill to owners of shorelands covered 
by certain land-court applications and other owners of lands abutting 
on any part of such tidelands. 

These negotiations would include the exchange of lands in the 
interest of economic development and utilization of the tidelands at 
the northwestern end of Waikiki Beach in the city of Honolulu. 
Successful negotiations are necessary in order to construct on lands 
presently in both private and public ownership a beach to be known 
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as Crescent Beach. This beach is to be approximately 2,000 feet 
long and approximately 100 to 150 feet in depth. When the beach 
is completed it will create a park of approximately 12 acres. Pre- 
paratory to the beach construction, negotiations will be made locally 
in the Territory. 
Section 2 delineates the 6.39 acres of tidelands property involved. 
Section 3 authorizes the Territorial commissioner of public lands 
with the concurrence of the board of harbor commissioners and the 
approval of two-thirds of the board of publie lands and of the Gov- 
ernor to negotiate with the owners to create and maintain a public 
beach if appropriations permit and to permit access to the beach. 
Section 4 provides that the act shall take effect upon its approval. 
Favorable action on this legislation has been recommended by Gov. 
Samuel Wilder King and the Territorial legislature. A favorable 
report from the Department of the Interior and no-objection reports 
from the Departments of Defense and Justice are as follows: 


Unrrep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 14, 1956, 
Hon. Cram ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. EnauE: Reference is made to your requests of May 20 and 
June 3 for the views of this Department on H. R. 6331, a bill authorizing the Terri- 
tory of Hawaii, through its duly designated officers and boards, to negotiate a 
compromise agreement, exchange with, sell, or lease to the owners of certain shore- 
lands, certain tidelands, both in the Territory of Hawaii, and to make covenants 
with such owners, in settlement of certain damage claims and for a conveyance of 
littoral rights. 

We recommend that H. R. 6331 be enacted. 

It is necessary, as part of the establishment and development of Waikiki Beach, 
to construct a besch, known as Crescent Beach, at the northern end of Waikiki 
Beach. The construction of Crescent Beach will require the Territory of Hawaii 
to acquire the littoral rights attaching to the properties in the immediate area. 
The Territorial government has been conducting negotiations with the shoreline 
owners in the Crescent Beach area with a view to acquiring the necessary rights. 
In the course of those negotiations, the shoreline owners made claims for damages 
resulting from acts or omissions of the Territory in connection with previous de- 
velopment of the immediate and adjoining area. As a result of such negotiations, 
an understanding was reached on the general terms of a settlement. The settle- 
ment would provide that the shoreline owners would obtain title to the tidelands 
area lying between their present seaward boundaries and the rear boundary of the 
new beach; they would release all of their littoral rights to the Territory and the 
shoreline owners would not have any rights to accretions; the shoreline owners 
would release all damage claims against the Territory resulting from the previous 
development of the area; and the Territory would undertake construction and 
maintenance of the beach as a public beach and would not limit the access of the 
shoreline owners thereto. 

Congressional action on this matter is required because there is a substantial 
doubt that there is authority in the Territorial government to make a conveyance 
of the tidelands to the adjoining owners. H. R. 6331 would specifically grant to 
designated officials of the Territory authority to make the proposed con- 
vevances, provided a settlement arrangement is reached with the affected land- 
owners along the general lines outlined above. It is our view that the construc- 
tion of Crescent Beach as a continuation of the Waikiki Beach development is 
desirable as an important feature in the program to increase recreational facilities 
in the Territory for the attraction of tourist trade. FEnactment of H. R. 6321 
would remove an obstacle to beach development and, therefore, favorable action 
on the bill is reeommended. 

The Bureuu of the budget has acvised that thore is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 


Frep G. AANDARL, | 
Assistant Secretary of the Interior. 
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DEPARTMENT OF JUSTICE, 


June 10, 19568. 
Hon. Cram ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This is in response to your request for the views of the 
Department of Justice on the bill (H. R. 6331) authorizing the Territory of Hawaii, 
through its duly designated officers and boards, to negotiate a compromise agree- 
ment, exchange with, sell, or lease to the owners of certain shorelands, certain 
tidelands, both in the Territory of Hawaii, and to make covenants with such 
owners, in settlement of certain damage claims and for a conveyance of littoral 
rights. 

“The bill (H. R. 6331) would grant authorization to the commissioner of public 
lands of the Territory of Hawaii, subject to concurrence of the board of harbor 
commissioners and approval of the Territorial Governor and two-thirds of the 
board of publie lands, to make a “compromise agreement with’”’ or to sell or 
exchange, or to lease for a period of 55 years, tidelands described in section 2 of the 
bill to owners of shorelands covered by certain land court applications and other 
owners of lands abutting on any part of such tidelands. 

Section 2 of the bill delineates the property involved, and section 3 authorizes 
the commissioner, with the concurrence of others, to agree with the owners to 
create and maintain a public beach, appropriations permitting, and to permit ac- 
cess to the beach. 

Whether the bill should be enacted involves a question of policy on which the 
Department of Justice prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely, 
Wituiam P. Rocers, 
Deputy Attorney General. 


DEPARTMENT OF DEFENSE, 
June 16, 1956: 
Hon. Cruatr ENGL, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Dear Mr. Cuarrman: Reference is made to your request to the Secretarv of 
Defense for the views of the Department of Defense with respect to H. R. 6331, 
84th Congress, a bill authorizing the Territory of Hawaii, through its duly desig- 
nated officers and boards, to negotiate a compromise agreement, exchange with, 
sell, or lease to the owners of certain shorelands, certain tidelands, both in the 
Territory of Hawaii, and to make covenants with such owners, in settlements of 
certain damage claims and for a conveyance of littoral rights. The Secretary of 
Defense has delegated to the Department of the Army the responsibility for 
reporting the views of the Department of Defense thereon. 

The Department of the Army, on behalf of the Department of Defense, inter- 

poses no objection to the enactment of this bill, the purpose of which is indicated 
in its title. 
_ Section 2 of the bill described 6.39 acres of tidelands at Waikiki, Honolulu, 
Oahu, T. H., which are within an area embracing approximately 496 acres of 
public property transferred by the United States to the Territory of Hawaii for 
public purposes by Presidential Proclamation No. 1856, dated October 27, 1928. 
The tidelands, which may be conveyed or leased by the commissioner of public 
lands under the provisions of section 2, adjoin Fort DeRussy Military Reservation 
for a distance of 96.96 feet. 

It is understood that the basic objective of the bill is to provide legislative 
authority for certain real property transactions between the Territory of Hawaii 
and reno owners, including the exchange of lands, in the interest of economic 
development and utilization of the tidelands and adjoining areas in publie and 


private ownership. The proposed development, which has been discussed with 
Department of the Army representatives in Hawaii, will not adversely affect any 
Department of Defense activity and may indirectly benefit the armed services 
through the stabilization of the beach property at Fort DeRussy. 


Enactment of this measure will not involve the expenditure of any Department 
of Defense funds. 
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This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be expedited, it is 
submitted without a determination by the Bureau of the Budget as to whether 
or not it conforms to the program of the President. As soon as such advice is 
received it will be forwarded to your committee. 

Sincerely yours, 
(Signed) Rosert T: Stevens 
Secretary of the Army: 


The Committee on Interior and Insular Affairs unanimously recom- 
mends enactment of this legislation. 


O 
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TO AMEND THE NATURAL GAS ACT, AS AMENDED 





June 28, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed with illustrations 





Mr. Priest, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


{To accompany H., R. 6645] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 6645) to amend the Natural Gas Act, as 
amended, having considered the same, report favorably thereon with- 
out amendment and recommend that the bill do pass. 

The committee held extensive hearings on this legislation during 
March, April, and May of this year—the printed record of the hearings 
running to almost 2,000 pages. 

The hearings were held on H. R. 4560 and certain other bills, and 
during the executive sessions of the committee H. R. 4560 was used 
as the basis for discussion and action. However, due to the adoption 
of a number of amendments a new bill incorporating these amend- 
ments (H. R. 6645) was introduced, and this ts the bill here reported 
to the House without amendment. 

The report of the Federal Power Commission on H. R. 4560 is 
printed in appendix III of this report. 

The specific changes which the bill proposes to the text of the 
Natural Gas Act are shown in appendix IT. 


BRIEF STATEMENT OF THE PURPOSES OF THE BILL 


This bill proposes amendments to the Natural Gas Act which fall 
into the following categories: 

First, the bill proposes to exempt producers of natural gas from 
public utility regulation as natural-gas companies, and thus restore 
the law to what it had been generally believed to be for 16 years prior 
to the Supreme Court’s decision of June 7, 1954, in the case of Phillips 
Petroleum Co. v. Wisconsin (347 U. S. 672). (The majority and 
dissenting opinions in the Phillips case are printed in appendix IV of 
this report.) 
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Second, the bill contains provisions to protect consumers from 
excessive rate increases which might result in certain instances by 
reason of such exemption of producers from regulation. Briefly, 
these provisions give the Federal Power Commission a new authority 
to be exercised in case a natural-gas company proposes a rate increase 
based on an increase in the price it pays for natural gas. The Com- 
mission then would determine whether the increased price the natural- 
gas company pays for the gas (except a price increased through the 
operation of a “step-up” or ‘‘tax-increase”’ clause in a contract entered 
into before this legislation is enacted) is in excess of the “reasonable 
market price” of the gas. Amounts paid in excess of the “reasonable 
market price” would not be allowed as an operating expense of the 
natural-gas company for rate purposes, and thus could not be passed 
on to consumers. 

Third, the bill includes a provision which would protect the financial 
soundness of natural-gas companies by relieving any such company 
of the obligation, under escalator clauses in existing contracts, to pay 
an amount in excess of the reasonable market price, and by providing 
that the contract may not be terminated because of the fact that the 
purchaser cannot be required to pay more. 

Fourth, the bill provides for use of the “reasonable market price”’ 
standard in deciding applications for certificates of public convenience 
and necessity and in fixing the rates charged by a natural-gas company 
for natural gas which it produces itself or which it buys from an 
affiliate. 

Fifth, the bill amends the definition of “interstate commerce” in 
the Natural Gas Act so that such term would include foreign com- 
merce insofar as such commerce takes place within the United States. 

These and the related provisions of the bill, and the reasons for 
recommending their enactment, are explained below. 


EXEMPTING PRODUCERS OF NATURAL GAS FROM REGULATION AS 
NATURAL-GAS COMPANIES 
Introductory 

This legislation is concerned with the jurisdiction and authority of 
the Federal Power Commission under the Natural Gas Act of June 21, 
1938—with particular reference to the status thereunder of the pro- 
ducers of natural gas who sell to the interstate natural-gas pipeline 
companies, often referred to as the “long lines”, which are subject to 
the act. 

The Commission’s basic jurisdiction under the act is prescribed in 
section 1 (b), as follows: 

(b) The provisions of this Act shall apply to the transportation of natural 
gas in interstate commerce, to the sale in interstate commerce of natural gas 
for resale for ultimate public consumption for domestic, commercial, industrial, 
or any other use, and to natural-gas companies engaged in such transportation 
or sale, but shall not apply to any other transportation or sale of natural gas or 
to the local distribution of natural gas or to the facilities used for such distribu- 
tion or to the production or gathering of natural gas. 

Any company or other person engaged in transportation or sales of 
natural gas to which the act applies is called a “natural-gas company”’ 
under the act. 

It will be noted that the only sales of natural gas which are subject 
to the Commission’s jurisdiction are sales in interstate commerce 
for resale, sometimes referred to as “wholesale” sales. 
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Of particular importance to an understanding of this bill is the 
last part of section 1 (b), which provides that the act— 


shall not apply to * * * the production or gathering of natural gas, 


We think it may be fairly said that from the time of the enactment 
of the Natural Gas Act until the Supreme Court’s decision in the 
Phillips case—a period of approximately 16 years—it was generally 
believed that Congress, in enacting the Natural Gas Act, intended 
that sales of natural gas by producers should be regarded as a part 
of the production and gathering operation and thus, because of the 
exemption of production and gathering quoted above, were not to be 
subject to regulation under the act. 

This was the view expressed by this committee in 1947 (H. Rept. 
No. 800, 80th Cong.) when it favorably reported to the House a bill 
(H. R. 4051) proposing a number of amendments to the Natural Gas 
Act. and again in 1949 (H. Rept. No. 1140, 8Ist Cong.), when it 
favorably reported to the House a bill (H. R. 1758) intended to make 
it clear beyond doubt that the Natural Gas Act did not provide for 
the regulation of sales of independent producers. 

That this has been the consistent view of the Federal Power Com- 
mission, whose duty it is to administer the Natural Gas Act, is beyond 
question. 

With regard to this question of the status of producers and the 
events culminating in the Phillips case it is appropriate to quote from 
the favorable report of the Commission to this committee, dated 
March 21, 1955, on the bill (H. R. 4560) on which this committee had 
its hearings: 

* +. . * . + * 


Because of its close association with the legislative considerations and events 
preceding the enactment of the Natural Gas Act and its singular interest in and 
relationship to the act thereafter, this Commission has felt itself peculiarly able to 
interpret the intent of Congress with respect thereto. Thus, when in about 
2 years after the passage of the act there was presented to it for decision the first 
case involving the issue, namely Columbian Fuel Corporation (Docket No. G—-143, 
June 29, 1940, 2 F. P. C. 200), the Commission, with one member dissenting, 
had no difficulty in choosing between an interpretation of its authority based 
upon its so recent knowledge and experience and a purely legalistic rationalization 
of a much broader jurisdiction. It was then, and it continued to be, the Com- 
mission’s conviction that it was not the intention of the Congress to subject to 
regulation under the Natural Gas Act all persons whose only sales of natural gas 
in interstate commerce are made during, or as an incident to and immediately 
upon completion of, such person’s production and gathering of said natural gas 
and who are not otherwise subject to the jurisdiction of the Commission. 

It was then, and it continued to be, the opinién of the Commission that in the 
act Congress had carefully and deliberately restricted the powers of the Commis- 
sion so as to prohibit the exercise of authority over the production and gathering 
of natural gas including sales of gas made as an incident to such production and 
gathering. Even then we recognized that, because of the interrelationship be- 
tween the natural gas and oil industries, to make regulation of producers and 
gatherers of natural gas effective would require statutory authority of much wider 
scope than that afforded by the Natural Gas Act. The course of the Commission 
thereafter has been completely consistent with that view. 

However, because of apparent doubts in the minds of many as to the position 
of the courts on the question, in 1947, following the Supreme Court’s decision in 
the Interstate Natural Gas Company, Inc. (331 U. 8. 682), the Commission unani- 
mously, Commissioners Draper, Olds. Smith, and Wimberly, urged the enactment 
of legislation, H. R. 4099, the so-called Priest bill, in the 80th Congress to reaffirm 
what to it was the clear congressional intent. Soon, thereafter, the Commission 
reiterated its position in its order No. 139. Although that order was subsequently 
revoked, no decision of the Commission inconsistent with its position in the Co- 
lumbian Fuel case, supra., has ever been issued. Thus, when the question was 
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again presented to us In the Matter of Phillips Petroleum Company (10 F. P. C. 
246 (1951)), having found that Phillips was an independent producer of natural 
gas, that the sales involved were sales in interstate commerce of natural gas for 
resale for ultimate public consumption, and that such sales were made after the 
completion of production and gathering, but that they were incidental to produc- 
tion and gathering, the Commission found and concluded that such sales were 
excluded from the operation of the Natural Gas Act. 

But, as you are aware, upon review the United States Supreme Court refused 
to concur in the Commission’s conclusion. That Court’s decision in the Phillips 
case, supra, rendered on June 7, 1954, held that the Federal Power Commission 
must exercise jurisdiction over companies, even though not otherwise natural-gas 
companies, who are engaged in the sale in interstate commerce of natural gas for 
resale made after the completion of production and gathering, whether or not 
incidental thereto. In the light of that decision, it has become the duty of the 
Federal Power Commission to include such independent producers within the 
scope of its regulation. 


* * * * * 7 * 
Effect of the Phillips decision 


The Natural Gas Act was obviously conceived to provide for the 
reguiation of companies engaged in activities of a public utility 
character. It provides for regulatory devices typically used in regu- 
lating public utilities, such as the following: Requirement of certifi- 
cates of public convenience and necessity; filing of schedules of rates 
and charges; extension or improvement of transportation facilities; 
interconnection of facilities; abandonment of service; keeping of uni- 
form systems of accounts, records, and memoranda; submission to 
inspection of accounts, records, and memoranda; determination of 
depreciation rates; duty to make reports; and the making of periodic 
and special reports. 

‘The result of the Phillips case, therefore, is that thousands of pro- 
ducers of natural gas who do not have the characteristics of public 
utilities—the number has been estimated to be between four and 
eight thousand—suddenly became subject to public utility regulation 
under the act—the same regulation imposed on natural-gas pipeline 
companies which buy and sell millions of cubic feet of natural gas and 
transport it thousands of miles to consuming areas in distant States. 
Many of these producers are merely farmers who happen to have 
natural gas under their land. 

Furthermore, the Supreme Court’s decision in the Phillips case 
resulted in the imposition of an enormous administrative burden on 
the Federal Power Commission. In its report to this committee on 
H. R. 4560 the Commission said: 


Consequently, when we received the mandate from the Court in the Phillips 
case, we issued an order prescribing regulations governing the filing of rate 
schedules and applications for certificates of public convenience and necessity 
by producers and gatherers of natural gas which sell gas in interstate commerce 
for resale and since those rules have become effective we have undertaken to bring 
under our regulation the thousands of companies which are so engaged. As of 
February 28, 1955, 5,673 certificate applications and 10,042 rate filings had been 
submitted to the Commission by so-called independent producers. 

Our experience with the application of the provisions of the Natural Gas Act 
to such producers and gatherers has demonstrated the difficulties which are 
involved. Many suits have been filed to test the validity of such rules, and it is 
clear that the Commission may expect to be involved for many years in legal 
proceedings on those and numerous other questions which have arisen and which 
will aris.. However, we have not yet reached the point of really coming to grips 
with all the detailed problems which are involved. 
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Public interest does not require regulation of producers as public utilities 
There is good ground for the conclusion that the course of events 
since the enactment of the Natural Gas Act has confirmed the sound- 
ness of the view held when that act was originally enacted, that com- 
petitive conditions in the gas-producing areas of the country make 
unnecessary the regulation of producers as public utilities. 

The general level of field prices for natural gas has risen over the 
years, of course, just as prices generally have risen. However, it 
appears obvious, when one considers the facts, that the forces of com- 
petition have kept natural-gas prices from getting out of line. 

The natural-gas industry has grown phenomenally since the Natural 
Gas Act was enacted—it has become one of the largest industries in 
the country. There is still a large unsatisfied consumer demand for 
natural gas in the United States, and consumers have been and are so 
anxious to get this efficient, clean, and convenient fuel that little 
question has been raised as to what it would cost. 

In spite of this, natural gas—much of which is sent thousands of 
miles to reach the large consumer areas—is generally available to the 
consumer at a lower cost than the principal competing fuels, coal and 
oil. 

It is very important, in considering whether there is justification 
for Federal regulation of the prices at which producers sell natural 
gas to natural-gas companies, to bear in mind that on the average 
only about 10 percent of the price the consumer has to pay for the 
gas is attributable to the price which the producer receives for the 
gas—the remainder being due principally to the cost of financing and 
operating the transportation and distribution systems and facilities 
by means of which the gas is delivered to the consumer. 

This situation is graphically portrayed in the examples contained 
in appendix I, which show for representative cities the cost of gas 
to the ultimate consumer and the proportion of that cost which is 
attributable to local distribution, to the transportation of gas by the 
pipelines, and the price to producers in the field. 

The exercise of Federal jurisdiction for the purpose of regulating 
producers of natural gas as public utilities constitutes, it is believed, 
an extension of Federal authority which is without precedent under 
our American system of free enterprise. 

Producers of natural gas should be treated as what they are, 
namely, producers of a commodity like coal, oil, or copper, not as 
public Atilities. On this basis they should be exempted as is pro- 
posed in this bill. 

In 1954, President Eisenhower appointed the Advisory Committee 
on Energy Supplies and Resources Policy (commonly called the Cab- 
inet Committee). With respect to the natural-gas industry, the Com- 
mittee was directed to consider “what degree and kind of public regu- 
lation is appropriate to the present situation and future outlook.” 
That Committee reported to the President on February 26, 1955, with 
respect to natural gas, that “the Federal Government should not con- 
trol the production, gathering, processing, or sale of natural gas prior 
to its entry into an interstate transmission line,” and that the past 
tripartite arrangement of regulation of production and conservation 
by State commissions, of interstate transmission by the Federal Power 
Commission, and of local distribution by State public utility commis- 
sions, provided a complete cycle of appropriate regulation. 
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_ The pertinent part of the recommendation of the Cabinet Committee 
is as follows: 


We believe the problem of natural gas regulation should be approached from the 
viewpoint of assuring adequate supplies and the discovery and development of 
additional reserves to support such supplies, in the interests of national defense, 
an expanding domestic economy, and reasonable prices to consumers. 

To secure these objectives, it is essential to give due consideration to (1) the 
operations known as the production of natural gas, (2) the transportation of gas 
in interstate transmission lines, and (3) the distribution of gas in municipalities. 
Individual companies may engage in more than one of these activities. Each 
operation of such companies should be treated by like criteria according to its 
appropriate industry function. 

In the production of natural gas it is important that sound conservation prac- 
tices be continued. This area of conservation management is under the jurisdic- 
tion of State conservation commissions. In the interest of a sound fuels policy 
and the protection of the national defense and consumer interests by assuring such 
a continued exploration for and development of adequate reserves as to provide 
an adequate supply of natural gas, we believe the Federal Government should 
not control the production, gathering, processing, or sale of natural gas prior to 
its entry into an interstate transmission line. 

The interstate transmission of natural gas by the interstate transmission lines 
and the subsequent sale of such gas for resale is a public utility function and 
should be under the regulation of the Federal Power Commission. In considering 
the certification of new lines and applications for increased rates based on new 
or renegotiated purchase contracts, the Commission should consider, in order to 
provide protection for the consumer, not only the assurance of supply but also 
whether the contract prices of the natural gas which the applicant has contracted 
to buy are competitively arrived at and represent the reasonable market field 
price, giving due consideration, in the interest of competition, to the reasonable- 
ness and appropriateness of contract provisions as they relate to existing or future 
market field prices. 

The several States or their political subdivisions should continue to provide 
the public utility regulation of distributing companies in accordance with usual 
utility practices. 

Thus the complete cycle of natural gas production, transmission, and utilization 
will be appropriately regulated; the production and conservation of natural gas 
by the State conservation commissions; the interstate transmission of natural gas 
by the Federal Power Commission; and the distribution by the local public utility 
commissions. 

Also, as has been indicated, the Federal Power Commission favors 
amending the Natural Gas Act so as to exempt producers from 
regulation thereunder. In its report on H. R. 4560 it said: 

* * * Tt is the considered opinion of the majority of this Commission that legis- 
lation should be enacted which will exempt from the operations of the Natural Gas 
Act independent producers and gatherers of natural gas who sell gas at wholesale to 
pipeline companies engaged in the transportation and sale in interstate commerce 
of natural gas for resale, but who do not themselves engage in the interstate trans- 
portation or subsequent sale of such gas. 

It is our understanding that H. R. 4560 and H. R. 4675 are intended to accom- 
pe that purpose, and upon that basis we recommend passage of such legislation. 

Je support this proposed legislation because we firmly believe that such legisla- 


tion will in the long run result in th > greatest good to the largest number of people 
of this country. 


The provisions of the bill exempting producers 

For the foregoing reasons, the bill here reported, in section 2, makes 
amendments to section 2 of the Natural Gas Act which would have the 
effect of exempting producers from regulation under the act as natural- 
gas companies if they are not engaged in other activities which would 
bring them under the act. 

This is accomplished by adding to section 2 of the act a definition of 
the term ‘transportation of natural gas in interstate commerce”’ and a 


definition of the term ‘“‘sale in interstate commerce of natural gas for 
resale.’”’ 
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The two new definitions read as follows: 


(10) “Transportation of natural gas in interstate commerce’? means only such 
transportation of natural gas in interstate commerce as occurs after the completion 
in or within the vicinity of the field or fields where produced of all production, 
gathering, processing, treating, compressing and delivering of such natural gas 
into the transportation facilities of a person engaged in transporting, in such 
transportation facilities, natural gas in interstate commerce beyond the vicinity 
of the field or fields where produced. 

(11) “Sale in interstate commerce of natural gas for resale’? means only such 
sale in interstate commerce of natural gas for resale as occurs after the commence- 
ment of the transportation of such natural gas in interstate commerce as defined 
in paragraph (10), but does not include any sale which occurs in or within the 
vicinity of the field or fields where produced at or prior to the commencement of 
such transportation in interstate commerce of the natural gas. 

These are the two terms which are used in section 1 (b) of the act 
to describe the matters over which the Commission has jurisdiction. 

Thus, a company or individual will not be a natural-gas company 
unless engaged in the transportation in interstate commerce, or the 
sales in interstate commerce for resale, covered by such definitions, 


PROTECTION OF CONSUMERS 


While, in accordance with the above recommendation of the Cabinet 
Committee and the Federal Power Commission, the bill provides for 
the described exemption from regulation of producers of natural gas, 
also in accordance with the Cabinet Committee’s recommendation the 
bill specifically spells out certain particulars by which it is intended 
that the Commission shall provide protection for consumers of natural 
gas in the matter of reasonable rates. 

Fears were expressed in the hearings that if there is no regulation of 
the prices charged by producers there will be virtually no check upon 
the prices which consumers will have to pay for natural gas in the 
future. 

The committee has given earnest consideration to this matter, 
because everyone agrees that consumers should not be subjected to 
unreasonable price increases. 

The bill (H.R. 4560) on which the committee held hearings con- 
tained certain provisions which had been thought adequate for the pro- 
tection of consumers. Furthermore, as has been said above, it would 
seem that there is sufficient competition between the thousands of 
producers of natural gas to insure that it would be exceptional, rather 
than usual, for prices to go above reasonable levels. To make doubly 
sure that protection is afforded against unreasonable price rises, the bill 
here being reported contains not only the provisions which were in 
H. R. 4560, with clarifications, but also additional provisions to give 
further assurance to consumers of natural gas. 

These provisions are contained in proposed new subsections (b), 
(c), (d), and (e) which section 3 of the bill would add to section 5 of 
the Natural Gas Act. These subsections are explained below: 


New or renegotiated contracts 


As one means of preventing unwarranted increases in the prices 
charged by producers, it is provided in the new subsection (b) that 
when the Commission considers a request for a rate increase made 
by a natural-gas company justification for which lies in the increased 
price the company must pay for gas under a new or renegotiated 
contract, it shall not allow the company to charge as an operating 
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expense for the gas more than the reasonable market price thereof 
“at the point at which the gas is delivered into the transportation 
facilities of the natural-gas company in or within the vicinity of 
the field or fields where produced.” It is the exceptional case, of 
course, where a natural-gas company would be able or willing to pay 
any price it could not charge as an operating expense. In this setting 
the importance of the meaning of the term “reasonable market price”’ 
is obvious; and for that reason the committee’s understanding of its 
meaning is discussed at some length later in this report. 


Predetermination procedure 


The committee feared that a hardship might result if a natural-gas 
company had to enter into a contract for natural gas without knowing 
what might be determined in a subsequent rate case to be the reason- 
able market price for the gas. The committee has therefore provided 
in the new subsection (c), with respect to new or renegotiated con- 
tracts, that, even though no rate increase is then requested, the 
natural-gas company may obtain a determination from the Com- 
mission, as to whether the prices to be paid under the contract exceed 
the reasonable market price. The Commission also could make the 
determination on its own initiative. 


Escalation clauses in existing contracts 


Having dealt with the major problem of new or renegotiated con- 
tracts, the committee applied the same reasoning to the problem 
presented by existing contracts. 

This problem arises because of certain provisions, commonly known 
as “escalation” clauses, which have become prevalent in recent years 
in contracts for the sale of natural gas in the field. Contracts between 
producers and natural-gas companies are usually long-term contracts, 
and escalation clauses have afforded a means by which producers have 
been able to avoid having to accept a single predetermined price 
throughout the entire life of the contract. 

According to testimony presented to the committee in the hearings, 
the various types of escalation clauses are principally the following: 

1. The two-party favored-nation clause: Under this clause, the 
specified price in a long-term fixed contract is increased in the event 
the buying pipeline company shall pay a higher price to another 
producer for gas in the same field or in any area specified in the 
contract. 

2. The third-party favored-nation clause: Under this clause, the 
price is increased in the event an unrelated third party shall pay a 
higher price to another producer for gas in the same field or in an area 
specified in the contract. 

3. Escalation clauses known as the price redetermination clause, 
the price-renegotiation clause, or the better-market clause: Under 
each of these clauses, the price is increased in the event the average 
of the 2 or 3 highest prices which are paid by pipelines in a given area 
shall exceed the price specified in the contract. 

4. The spiral escalator clause: Under this clause, the price is 
increased in the event the resale rates of the pipeline company shall 
be increased. 

5. The step-up clause: Under this clause the price under the con- 
tract will increase by specific amounts at definite dates in the future. 








Ss 


l- 


d 


le 
l- 
d 


1e 


li- 


vn 


en 
ts, 
ve 
ce 


on- 
ire. 





AMEND THE NATURAL GAS ACT, AS AMENDED 9 


6. The tax-increase clause: Under this clause the pipeline company 
agrees to reimburse the producer who sells the gas for increase in 
taxes levied on the seller after a specified date. 

Many witnesses appearing before the committee, particularly those 
representing distributing interests and consumer areas, maintained 
that escalation clauses in existing contracts, unless their operation is 
controlled in some effective manner, could result in very large increases 
in the cost of gas to consumers—particularly in view of the fact that a 
contract for natural gas usually runs for 20 vears or more, and a large 
proportion of the contracts presently in effect were entered into in 
recent years. 

It is provided, therefore, in the new subsection (d), that where a re- 
quest for a rate increase is based on a price increase resulting from the 
operation of an escalation clause (as defined in the bill) in an existing 
contract the Commission may not consider as an operating expense for 
the purchase of such natural gas any part of the increase in price 
which results in a price in excess of the reasonable market price 
thereof. 

The bill makes this treatment applicable to all escalation clauses 
except the so-called step-up and tax-increase clauses. It was generally 
agreed by witnesses who appeared before the committee that these 
types of escalation clauses were not seriously objectionable, and it is 
apparent that they serve a useful business purpose. 

Pipelines relieved from paying price in excess of reasonable market price 

Having decided on the treatment described above for proposed rate 
increases based on escalation clauses in existing contracts, it seemed 
apparent to the committee that it would be inequitable for the pipeline 
company to be bound, under its contract with the producer, to pay a 
price for the natural gas higher than the price it is permitted to include 
as an operating expense. 

Therefore, the new subsection (e), which section 3 of the bill would 
add to section 5 of the act, would relieve the natural-gas company of 
the obligation to pay any part of the increase in price which results 
in a price in excess of the reasonable market price. It would follow, 
of course, that under such circumstances the producer could not de- 
mand or receive more than the natural-gas company is obligated to 
pay. It should be noted that this provision does not declare the 
contract void, or voidable. It merely has the effect of altering the 
price provided in the contract; the rest of the contract stays in effect 
according to its terms. Under this provision the seller would be 
precluded from terminating the contract notwithstanding the fact 
that the purchaser cannot be required to pay the escalated price 
that would be due except for the operation of this subsection. This 
is necessary to insure that the natural-gas company will not be denied 
the gas which it contracted for to meet the requirements of its cus- 
tomers. 


PIPELINE-PRODUCED GAS TREATED IN SAME MANNER AS PURCHASED GAS 


Under the new subsection (f) which would be added to section 5 of 
the act by section 3 of the bill, the Commission, for rate purposes, 
would treat gas produced by a natural-gas pipeline company or pur- 
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chased by it from an affiliate, on the same basis as it treats gas 
purchased in an arm’s-length transaction from a nonaffiliate. 

It is provided that for gas which it produces itself it will be allowed, 
as an operating expense, the reasonable market price of the gas, and 
for gas which it buys from an affiliate it shall be allowed, as an oper- 
ating expense, the amount paid to such affiliate up to but not in excess 
of the reasonable market price. 

In the process of ratemaking, the Commission, prior to its decision 
of April 1954, in the matter of the Panhandle Eastern Pipe Line Co., 
had treated all producing facilities which were owned by a pipeline 
company in the same manner as its transportation facilities, namely, 
as part of the net investment rate base—the company being allowed 
to earn a reasonable return on such rate base. That treatment 
resulted in discrimination between the treatment of gas produced by 
the pipeline, or purchased from an affiliate, as against the treatment 
accorded gas purchased by the pipeline. 

The Commission’s earlier simaaiebes yielded incongruous results in 
the field which are well described by Mr. Justice Jackson in Colorado 
Interstate Gas Co. v. Federal Power Commission (324 U.S. 581, 610, 
611): 


To let rate-base figures compiled on any of the conventional theories of rate- 
making govern a rate for natural gas seems to me little better than to draw figures 
out of a hat. These cases confirm and strengthen me in the view I stated in the 
Hope case that the entire rate-base method should be rejected in pricing natural 
gas, though it might be used to determine transportation costs. These cases 
vividly demonstrate the delirious results produced by the rate-base method. 
These orders in some instances result in three different prices for gas from the same 
well. The regulated company is a part owner, an unregulated company is a part 
owner, and the landowner has a royalty share of the production from certain wells. 
The regulated company buys all of the gas for its interstate business. It is allowed 
to pay as operating expenses an unregulated contract price for its coowner’s share 
and a different unregulated contract price for the royalty owner’s share but for 
its own share it is allowed substantially less than either. Any method of rate- 
making by which an identical product from a single well, going to the same consum- 
ers, has three prices depending on who owns it does not make sense to me. 

These cases furnish another example of the capricious results of the rate-base 
method in this kind of case. The Commission has put 5 of the most important 
leaseholds, containing approximately 47,000 acres, in the rate base at $4,244.24, 
something under 10 cents per acre. Three such leases are put in the rate base at 
zero. This is because original cost was used, and these were bought before dis- 
covery of gas thereon. The company which took the high risk of wildeat explora- 
tion is thus allowed a return of 6% percent on nothing for the 3 leases and a return 
of less than $300 a year on the others. Their present market value is shown by 
testimony to be over $3 million. 

I cannot fairly say that the Commission exceeded its jurisdiction in obtaining 
this evidence and making these calculations even though the evidence related to 
production and gathering of gas. But I do think it is a fantastic method of fixing 
a “just and reasonable” price for gas. [Italics supplied.] 


As a consequence of the Commission’s past practices, the amount 
of gas produced by the natural-gas pipeline companies declined pro- 
portionately to that which they purchased. In 1940, 8 major pipelines 
produced more than 47 percent of the gas they transported and sold, 
whereas in 1952 only 18% percent of total requirements were produced 
by 15 major systems then operating in interstate commerce. Many 
pipelines disposed of their gas properties, and others did not under- 
take to enter into the ownership or operation of gas-producing prop- 
erties and facilities. 
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In proposing that natural gas produced by a natural-gas company 
or one of its affiliates be treated as a commodity, in contradistinction 
to its a considered as part of the net investment rate base and 
accorded the utility rate-base approach, the committee action is in 
conformity with the opinion advanced during the hearings by Com- 
mission Chairman Kuykendall: 

We believe that the proposed legislation * * * would result in equal treat- 
ment of producers, would encourage the ownership and operation by pipeline 
companies of their own producing and gathering properties, and would definitely 
and conclusively contribute to the soundness and the security of the sources of 
gas supply, and the maintenance of adequate service. Those results would, 
inevitably, redound to the benefit of the domestic, as well as other customers, 
and, it is our belief, would achieve in the long run lower rates for natural gas. 
While we are interested in reasonable rates, we must be equally concerned with 
the financial stability of the utilities under our jurisdiction, the safety of the 
investments which have been made in them, and, of equal or greater importance, 
the continued maintenance of adequate gas service to all of the ultimate consum- 
ers who have invested many millions of dollars in gas furnaces and other gas- 
using equipment. Residential. commercial, and industrial consumers through- 
out the United States have come to rely increasingly upon this premium fuel, 
which in 1920 provided less than 4 percent of our total energy requirements, as 
compared with over 23 percent in 1953. 

In the Panhandle Eastern case, decided by the Federal Power 
Commission in April 1954, the Commission decided that its previous 
ratemaking procedures with respect to pipeline company-produced 
gas had been unjustified since in many cases they resulted in the 
allowance of little or nothing for the gas produced by the pipeline 
company. The Commission also noted with concern that no new 
major pipeline which was certificated since the Commission’s previous 
ratemaking procedures in such cases were first established—including 
some of the largest systems serving enormous new markets—produces 
any significant portion of its total supply; and further that the ratio 
of pipeline produced gas to total gas transported and sold in interstate 
commerce has declined markedly. 

The committee believes, and the Commission stated in the Pan- 
handle Eastern case, that the interest of the public definitely lies in 
the direction of natural gas production by pipeline systems themselves, 
as distinguished from their complete dependence for gas supply upon 
purchases from other producers. Among the reasons for this is that 
such production by pipelines strengthens their bargaining position in 
negotiating gas purchase contracts with independent producers and 
by utilizing their own production to take the swings of pipeline- 
throughput in response to seasonal and other fluctuation of consumer 
demand, such pipeline systems are able to take their purchased gas 
at relatively uniform volumes, at high load factor. .They thereby 
generally qualify for more favorable gas purchase prices. 

The Federal Power Commission has asserted that if there is to be 
natural-gas exploration, development, and production by pipeline 
systems themselves—with resultant benefits to the public—it follows 
that this can only result from regulatory policies which are designed 
to encourage, rather than to penalize, such activities. 

The new subsection (f) grants the same treatment to pipeline pro- 
ducers as to independent producers, namely, the allowance of a 
reasonable market price for the gas, and thereby will encourage the 
pipelines to expand their production and exploration activities. The 
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net result of this policy will be better service at lower cost to the 
consuming public. 

There is apt precedent in the Renegotiation Act of 1943, an act 
which in extended or revised form has continued down to today, for 
the treatment hereby accorded the gas produced and subsequently 
transported in interstate commerce by the natural-gas company itself. 

In that act, involving the renegotiation of contracts for military 
procurement with the view of recapturing excessive profits, the various 
boards in determining the profits of an integrated company in the 
extractive industries included in expenses the market price, rather 
than the cost, of the raw material at its first extractive stage. Under 
the act, contracts for products of a mine, or oil or gas well, at the first 
form or stage in which they were customarily sold, or in which they 
had an established market, were exempt from renegotiation. Where 
the company produced the property itself the act provided that, in 
determining the costs of the company, the amount it actually cost the 
company to produce the product should not be considered, but that 
instead there would be allowed as an item of cost an amount equal 
to what the product could have been purchased for in the first form 
or state in which it had an established market. For example, a 
producer of steel products had its renegotiated contract price with the 
Government and its profit determined after an expense allowance was 
made for the pig iron which the producer itself made and included in 
the ultimate product, equivalent to the “market price’’ for the pig 
iron, rather than the actual cost of pig iron in that producer’s own 
furnaces. The same was true of oil and gas. 


MEANING OF THE TERM ‘“‘REASONABLE MARKET PRICE” 
Since ‘reasonable market price’’ will be applied as a yardstick or 
standard to determine what part of the price to be paid for natural 
gas by a pipeline company may be treated as an operating expense 
when that company applies for a rate increase, the meaning of this 
term is of obvious importance. 

Basically, the term “reasonable market price”’ is used because of the 
committee’s belief that the Commission should treat natural gas as a 
commodity in fixing the rates of pipeline companies, but it should be 
understood that the reasonable market price is not the price of the 
last sale, nor is it the highest price, the weighted highest price, the 
average field price, or other price arrived at by the mechanical appli- 
cation of a single criterion. Instead, it is a price which the Com- 
mission, exercising its judgment and discretion in weighing a number 
of relevant factors, determines is the reasonable market price. 

This treatment of natural gas as a commodity is to be distinguished 
from the original cost rate-base approach which the Commission has 
used in connection with the pipeline transportation functions.' Thus, 


1 Distinguished by Mr. Justice Jackson as follows: 

“Hope’s business has two components of quite divergent character. One, while not a conventional com- 
mon carrier undertaking, is essentially a transportation enterprise consisting of conveying gas from where it 
is produced to points of delivery to the buyer. This is a relatively routine operation not differing substan- 
tially from many other utility operations. The service is produced by an investment in compression and 
transmission facilities. Its risks are those of investing in a tested means of conveying a discovered supply of 
gas toa known market * * * 

“The other part of the business—to reduce to possession an adequate supply of natural gas—is of opposite 
character being more erratic and irregular and unpredictible in relation to investment than any phase of 
any other utility business. A thousand feet of gas captured and severed from real estate for delivery to 
consumers is recognized under our law as property of much the same nature as a ton of coal, a barrel of oil, or 
a yard ofsand *** (Hope Natural Gas, 320 U.S. 59, 647.) 
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the concept of “reasonable market price” differs from that of ‘just 
and reasonable rate’’ which the Commission is directed to appl 
under section 5 of the Natural Gas Act for purposes of rates nH 9 
the interstate pipelines charge distributing companies. 

The term “market price’ has, of course, a definite and well-estab- 
lished meaning in law—it is defined as 
the actual price at which the given commodity is currently sold, or has recently 
been sold, in the open market, that is, not at a forced sale, but in the usual and 
ordinary course of trade and competition, between sellers and buyers equally 
free to bargain, as established by records of late sales (Black’s Law Dictionary, 
“Market Price’, also quoted in Wall v. United Gas Public Service Co., 152 So. 
561, 563; 178 La. 908). 

If there is no market price at the place of delivery, it is proper to 
look at the market price of the same commodity in the general area, 
considering the cost of transportation between the points (South Gardi- 
ner Lumber Co. v. Bradstreet, 53 A. 1110, 1111; 97 Me. 165). 

Thus, if the Commission were to determine merely the ‘market 
price” of natural gas in a particular field or area in which there is an 
open market between buyers and sellers equally free to bargain, there 
would be relatively small need for the exercise of administrative 
judgment or discretion. 

However, under the bill the Commission is to determine the ‘“‘reason- 
able market price” of the gas “‘at the point at which the gas is delivered 
into the transportation facilities of the natural-gas company.” It is 
not a market price alone that the Commission is to determine, but the 
“reasonable”? market price at a particular point. The addition of the 
word “reasonable”’ to the familiar term “market price”’ is to be viewed 
in conjunction with the requirement in the bill that in making its deter- 
mination the Commission shall consider, among other things, whether 
such price was competitively arrived at, the effect of the contract 
upon the assurance of supply, and the reasonableness of the provisions 
of the contract as they relate to existing or future prices. When these 
provisions are all read in the light of each other, it is apparent that the 
Commission is not narrowly limited in the matters which it may con- 
sider in determining the reasonable market price, but that instead 
the Commission may look to all of the factors which are properly 
relevant. 

Among other factors requiring recognition and consideration are 
(1) the quality of the natural gas being purchased; (2) conditions of 
delivery; (3) the level of prices established currently by generally 
comparable contracts; (4) prices in different fields and producing 
areas; (5) whether such prices and the contract price have been estab- 
lished by arm’s-length bargaining; and (6) the variation of competitive 
market prices. 

1. Quality of natural gas 

Variations of quality must be recognized in reviewing market prices. 
A thousand cubic feet of natural gas is not a constant unit of measure- 
ment. Gas purchased under different contracts varies substantially 
with respect to pressure base, B. t. u. content, percentage of liquid 
hydrocarbons and sulfur content, and other quality factors. In 
reviewing market prices, care must be exercised that variations of 
quality are recognized and that comparisons are made among products 
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14 AMEND THE NATURAL GAS ACT, AS AMENDED 


of like quality or that appropriate adjustments are made for differences 
in quality. 
2. Conditions of delivery 

In reviewing prices, the Commission must recognize the variations 
in conditions of delivery. 

To illustrate, small quantities that must be brought together by 
special gathering facilities installed by the buyer may not have the 
same value as large quantities of dry gas available at the tailgate of a 
gasoline plant. Similarly, dry gas or condensate gas produced from 
gas wells and oil-well gas produced as a byproduct of oil production, 
each may have different market values. 


3. Current level of field prices for natural gas 

The review of price must look primarily to the competitively deter- 
mined level of prices for gas at the time the contract was executed. 

The level of market prices in the field has changed and may be ex- 
pected to continue to change, in one direction or the other, for many 
reasons. Prices required at the time of opening of a new field to at- 
tract transportation facilities are no reliable guide to prices that will 
prevail after a market has been established. Prices of the remnants 
of supply in a field as it nears depletion should not be used as the test 
under other conditions in that field or adjacent fields. Prices which 
exist during a period of great surplus availability of natural gas when 
it is sold on a byproduct basis are not a criteria of market prices at a 
subsequent time. 

Money is itself a variable measuring stick because of the fluctuation 
of purchasing power. 

The review of prices established by each contract must be in the light 
of competitively determined prices reflecting the conditions of supply 
and demand at the time the contract is executed. 

4. Prices in different fields and areas 

Field prices tend to reflect geographic differences but the prices in 
different fields and producing areas are related. Changes in level of 
prices in one field are reflected by price changes in other fields. In- 
dividual pipelines take gas from several fields or areas. The normal 
or customary prices reflect differences in cost of transportation to 
market and other causes of price variations. The entire pattern of 
current prices established by arm’s-length bargaining in the given field 
and in other fields, including major producing areas, is available to the 
Commission and is appropriate evidence for review. 

There is no difference for this purpose between contracts of sale of 
natural gas for intrastate uses and contracts of sale for interstate 
transportation. Other factors being equal and in the absence of 
governmental price fixing, competitively determined field prices tend 
to be the same for intrastate as for interstate consumption. The 
Federal Power Commission should watch the price behavior in the 
competitive uncontrolled intrastate market as a continuing means of 
evaluating prices in contracts for interstate movement. 


5. Bargaining at arm’s length 

Market prices in the vicinity arrived at in arm’s-length bargaining 
would appear to be reasonable in ti 2 absence of clear and convincing 
evidence to the contrary. This presumption of reasonableness does 








in 


of 


al 
LO 
of 
ld 


ne 
of 
of 


id 
he 
he 


ng 
ng 


yeS 





AMEND THE NATURAL GAS ACT, AS AMENDED 15 


not exist where natural gas is purchased by a natural-gas company 
from an affiliate. Prices established under conditions of less than 
arm’s-length bargaining are subject to closer scrutiny. 

6. Variation of competitive market price 

The normal behavior of buyers and sellers is that buyers try to 
buy at the lowest and sellers try to sell at the highest prices consistent 
with their long-term interests. However, even under the most 
intensively competitive conditions all buyers and sellers do not have 
at the given time an equal knowledge of the market and an equal 
bargaining position. 

To illustrate, a pipeline company may be under severe pressure to 
secure additional supplies, while the producers are in no hurry to 
develop added volume. Consequently, the price may be bid up to a 
point reflecting the temporary pressure on the buyer. Such a price 
might not be significant as evidence in review of other market prices 
in the producing field or area. 

On the other hand, sellers often are under compulsion to sell natural 
gas because of drainage, pressure from royalty owners, economic com- 
pulsion, or other types of pressures. The prospective pipeline buyer 
at that time may have adequate reserves and not be pressed for 
additional supplies. This particular price may not be useful evidence 
for the purpose of review of prices established by other contracts. 


OTHER PROVISIONS OF THE BILL 


Granting of certificates 

The bill, in section 4, also provides, by an amendment to section 7 (e) 
of the act, consistently with the provisions heretofore discussed, that 
in deciding whether to grant a certificate of public convenience and 
necessity which is supported by a natural-gas purchase contract, the 
Commission will consider whether the price under the contract is the 
reasonable market price thereof at the point at which the gas is to be 
delivered into the transportation facilities of the natural-gas company 
in or within the vicinity of the field or fields where produced. 


Foreign commerce 


The bill, in section 1, would amend the definition of ‘interstate 
commerce” in section 2 of the act so that such term would include 
commerce between a point in the United States and a foreign nation, 
but only insofar as that commerce takes place within the United 
States. It was held in the case of Border Pipe Line Co. v. Federal 
Power Commission (171 F. 2d 149), that the present definition was not 
intended to include foreign commerce. Therefore, the only power the 
Commission has at present over foreign commerce in natural gas is 
that of granting or refusing permission to export or import such gas; 
it has no jurisdiction over the rates and charges to be imposed with 
respect to transportation and sales in foreign commerce—even with 
respect to the part thereof which occurs in the United States. 

It has long been the view of the Federal Power Commission, as ex- 
pressed in its annual reports for the years 1951, 1952, 1953, and 1954 
that its jurisdiction should be extended to include foreign commerce 
in natural gas. 
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18 AMEND THE NATURAL GAS ACT, AS AMENDED 


Baltimore, Md.—Served by Consolidated Gas Electric Light & Power Co. of 
Baltimore, supplied by Atlantic Seaboard Corp. 





1950 1951 1952 





Volume of natural gas supplied to Consolidated Gas 
Electric, million eubic feet ___-- ; , ; 16, 045 
Estimated average field price received by producers 
for natural gas sold in Baltimore, cents per thousand 


Average cost of natural gas supplied : at city | gi ate, ‘cents 
per thousand cubic feet 4 

Total number of gas customers served by Consoli- 
dated Gas Electric, thousands.... 

Average cost of gas to all customers, dollars per thou- 
sand cubic feet 

Number of residential customers served by “Consoli- | 
dated Gas Electric, thousands_.__-- ] 

Average use per residential customer, thousand cubic | 
feet per year 

Average cost per thousand cubic feet for residential | 
service, dollars per thousand cubic feet. 

Price to residential customer in Baltimore for typical | 
cooking, water heating, and home hes sani use,? | | | 
dollars per thousand cubic feet_- SP icreoticea’ 71 | . -%; 1.26) 


























1 Not available. 
2 14.76 thousand cubic feet per month is quantity estimated to be used by residential customer for home 
heating, cooking, and heating water. Abrupt decrease in price in 1950 due to introduction of natural gas, 


Note.—Consolidated Gas Electric serves Baltimore and portions of the surrounding area. The market- 
ing data presented herein reflects total company. Natural gas was introduced in 1950. Data pertaining 
to customer consumption and cost to customer for 1949 and 1950 is presented as the equivalent of 1,050 
British thermal units natural gas. 


Source: Annual Report to the Federal Power Commission by Atlantic Seaboard Corp., Moody's Public 
Utility Manual, and American Gas Association Rate Book. 
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AMEND THE NATURAL GAS ACT, AS AMENDED 19 


BALTIMORE 


Comparative Prices of Natural Gas 





Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 


Average for all gas meee by Residential Customers 
53 


Source: Annual Reports to F.P.C.; Moody's Public Utilities 


Price received by a 








Distributing Company i 


Cost of distribution to { 
Baltimore customer 





Price received by interstate 
pipeline company 


Cost of transportation to 
Baltimore city gate 


Price paid to Producers in——@», 
the field 


118 
cents 





28.9 


cents 








11 
cents 








$1.58 per Mcf 


$.399 per Mcf 


$.11 per Mcf 








g 
j 
3 
; 
: 
Y) 
: 
> 
5 


20 AMEND THE NATURAL GAS ACT, AS AMENDED 


Chicago, Ill.—Served by the Peoples Gas Light & Coke Co., supplied by Texas-Illinois 
Natural Gas Pipeline Co., and Natural Gas Pipe Line Company of America 





1950 1951 1952 1953 1954 





Volume of natural gas supplied to the Peoples Gas 
Light & Coke Co, million cubic feet... -..-- 55, 059 77, 646 102, 368 116, 985 
Estimated average field price received by producers 
for natural gas supplied to Chicago, cents per 
thousand cubic feet_- : 4.5 6.1 ’ 8.6 11.0 
Average heat content of n: stural gas supplied, British 
thermal] units per cubic foot... 1, 029 1, 033 , 037 1, 036 
Average cost of natural gas supplied to Chica go Dis- 
trict Pipeline Co. at Joliet for Peoples Gas Light & 
Coke Co., cents per thousand cubic feet... -- ; ‘ , 16.0 
Number of residential customers served by the 
Peoples Gas Light & Coke Co., thousands. .-.....- 9% D 910 
Average use per residential! customer: 
Thousand cubic feet per year 8 | 36.1 | ; 42.3 
Therms per year... 58. 3 372. 4 | 399. 439. 1 
Average cost per thousand cubic feet for residential 
service: | 
Dollars per thousand cubic feet._.........-..-.- . 08 | . 06 | ‘ 1.05 
Cents per therm... 
Price to residential customer for ty pic al cooking, 
water heating, and home heating use: ? 
Cents per thousand cubic feet.........-....--.- .9 | 9.2 | ’ 88. § 95.7 
Cents per therm 8 9.3 








10.5 











1 Not available. 
? 200 therms per month is estimated quantity used by residential customer for home heating, cooking, 
and heating water. 





Source: Moody’s Public Utility Manual, annual reports to the Federal Power Commission by the pipe- 
line companies, American Gas Association Rate Book, 1954 Annual Report of the Peoples Gas Light & 
Coke Co. 


Note.—Cost and average use per customer converted from therms to thousand cubic feet equivalent of 
natural gas as determined on basis of heat content.of natural gas supplied. 
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AMEND THE NATURAL GAS ACT, AS AMENDED 21 


CHICAGO 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline Company 
and Received by the Distributing Company 


Average for ell gas used by Residential Customers 





1953 


(Source: Annual Reports to F.P.C. by Pipeline Companies; | 
A.G.A. Rate Book) | 





Price Received by distributing “= $1.05 per Mct™ 
company (1035 Btu equivalent) 


Cost of distribution to 
Chicago customers 
including cost of 
transportation from 89.0 
Joliet to Chicago area cents 
and additional cost of P 

supplemental manu- $1.05 per Mcf is 
factured gas (about &% equivalent to 10.l¢ 

of total supply) per therm on basis of 
heat content of natural 
| ges supplied. 





us lice received by pipeline companies y 








for purchased and produced gas — $ .16 per Mcf 
Cost of transportation from T.4 
field to Chicago cents 
Price paid to independent producers —” $ .086 per Mcf 
in the field 8.6 


cents 
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22 AMEND THE NATURAL GAS ACT, AS AMENDED 


Cleveland, Ohio—Served by the East Ohio Gas Co.; supplied by various pipeline 
companies 





1949 1950 | 1951 | 1952 1953 





| 
Volume supplied to East Ohio Gas, thou- 
sand cubic feet. - 117, 540, 187 |149, 861, 945 
Estimated average ‘field ‘price received by 
Gieveland for natural gas supplied to 
leveland, cents per thousand eubic 


166, 239, 739 v7 181,185 | 171, 775, 624 





8.63 
oa cost of natural gas supplied to 
East Ohio Gas, cents per thousand | 
cubic feet 4 4 27. 69 
Total number of gas customers in Cleve- 
land........ 7, | | 874,457 
Average cost of gas to all Cleveland cus- 
tomers, cents per thousand cubic feet. . ’ 55. 82 
Number of residential gas customers in 
Cleveland ‘ | 352, 115 
Average cost of gas to residential customer, 
cents per thousand cubic feet_ . a 57. 87 
Average use per residential customer, 
thousand cubic feet per year- : 132. 1 146.1 
Price to residential customer for typical 
home heating, cooking, and water heat- } 
ing use, cents per thousand cubic feet !_. ; 56.9 56.9 56.9 61.8 

















1 17.21 thousand cubic feet per month is quantity estimated to be used by residential customer for space 
heating, cooking, and heating water. 


Notge.—Principal sources of supply are Hope Natural Gas Co., Panhandle Eastern Pipe Line Co., 
Tennessee Gas Transmission, Texas Eastern Transmission Corp. 

Source: Determined from data in the annual reports to the Federal] Power Commission and American 
Gas Association Rate Book. 
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AMEND THE NATURAL GAS ACT, AS AMENDED 


CLEVELAND 


Comparative Prices of Natural Gas 


Paid to the Producer in the Field, Paid to the Pipeline 
Companies and Received by the Distributing Company 


Average for all gas used by residential customers 


(Source: 


Price received by 
Distributing Company 


Cost of distribution to 
Cleveland consumers 


Price received by pipeline —_s> 


companies 


Cost of transportation 
from fields to 
distributor 


4 


"— 


4 








Price paid to producers in ~~" 
Appalachian and Southwestern 
Pields 


1953 
Annual reports to FPC) 





26.6 


cents 





22.4 
cents 








11.4 
cents 








60.4 cents per MCP 


23 





33.8 cents per Mcf 


11.4 cents per Mcf 
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24 AMEND THE NATURAL GAS ACT, AS AMENDED 


Detroit, Mich.—Served by Michigan Consolidated Gas Co., supplied principally by 
Panhandle Eastern Pipe Line Co., and Michigan Wisconsin Pipe Line Co. 





| 


1950 | 1951 | 1952 1953 1954 





Volume supplied to Detroit, million cubic feet__.-. 89, 636 99, 955 104, 634 

Weighted average field price received by producers 
for natural gas supplied to Detroit, cents per 
thousand cubic feet : 

Average cost of natural gas supplied to Detroit dis- 
tributor, cents per thousand cubic feet 

Average cost of gas to Detroit residential customer, 
cents per thousand cubic feet : 

Average use per residential customer, thousand 
cubic feet per year 

Price to residential customer in Detroit for typical 
cooking, water heating, and home heating use,? 
cents per thousand cubic feet....... ..-..-.-.-- 


114, 643 


i 

| 

24. 30.0 
™ j 

] ~ i 

| 

| 

| 





7.1 33 | 8.9 
76. 2 | 77.3 | 


93. 6 





70.7 | 





1 Not available. 
2 20,000 cubic feet per month is quantity estimated to be used by residential customer for home heating 
cooking, and heating water. 


Nortre.—The average use per residential customer is an estimate based on the number of residential cus- 
tomers and residential sales in the total Detroit area, 


Source: Determined from data in the annual reports to the Federal Power Commission by the pipeline 
companies, and the American Gas Association Rate Book, 








= 
Le] 


ing 


cus- 


line 


AMEND THE NATURAL GAS ACT, AS AMENDED 25 


DETROIT 
Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Companies: and Received by the Distributing Company 
Average for all gas used by residential customers 


1953 
(Sources: Annual reports to FPC; Moody's Public Utilities” 


Price received by 








distributing company a 87.2 cents per Mcf 
> 
7 
Cost of distribution 54.60 
to Detroit customers < cents 





Price received by interstate 
ec 


pipeline ympanies 32.6 cents per Mcf 





We 


Cost of transportation ig 











field to distributor 23.7 
cents 
Pricc paid to producers 
in the field > 8.9 cents per Mcf 
8.9 


cents 
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Milwaukee, Wis.— Served by Milwaukee Gas Light Co., supplied by Michigan 
Wisconsin Pipe Line Co. 





| 1950 1951 5 1953 





Volume of natural gas supplied to Milwaukee Gas 
Light Co., million cubic feet '...............-..-. ¥ 18, 699 , O45 21, 654 
Weighted average, field price received by producers. | 
for natural gas supplied to Milwaukee, cents per | 
thousand cubic feet ! -| ‘ 8.3 . 9.5 
| 





Average cost of natural gas at city gate, cents per 
thousand cubic feet '___ 8. 29.2 31.8 35.0 
Total number of gas customers served by Milwaukee | 
Gas Light. 7,487 | 224,496 | 229, 032 231, 667 | 
| 
| 





Average cost of gas to all customers, ‘dollars ‘per 
thousand cubic feet..__- 
Number of residential gas customers served by Mil- | 
waukee Gas Light____- 187 | 216,227 | 220,808 | 223,370 
Average use per residential customer, thousand | | | 
cubic feet per year | 33. 52.3 m4 60.8 | 
Average cost of gas to residential custome r, dollars | 
per thousand cubic feet ‘ 1,23 2 } 1, 26 
Price to residential customer in Milwaukee for j 
typical cooking, water heating, and home heating | 
use: j 
Dollars per thousand cubic feet 3. 
Cents per therm..-- 


0.97 0. 97 0, 97 








1 On basis of 14.735 p. s. i. a. pressure base. 

2 Not available. 

3225 therms per month is quantity estimated to be used by residential customer for home heating, 
cooking and heating water. 


Note.—Milwaukee Gas Light Co. serves Milwaukee and its suburban area. Data herein reflects sales 
in companies’ entire distribution area. Data pertaining to customer consumption and natural gas cost 
to customer are presented as equivalent to 975 British thermal units. 


Source: Determined from data in: Milwaukee Gas Light Co.’s prospectus dated Oct. 30, 1950; Moody’s 
Public Utility Manual; Annual Reports to the Federal Power Commission by Michigan Wisconsin Pipe 
Line Co., and the American Gas Asseciation Rate Book. 
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AMEND THE NATURAL GAS ACT, AS AMENDED 


MILWAUKEE 


Comparative Prices of Natural Gas 


Paid to the Producers in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
Average for all gas used by residential customers 


1953 
(Source: Annual Reports to FPC; Moody's Public Utilities) 


Price received by 
distributing company —» 














Cost of distribution to 91 
Milwaukee customers cents 
Price received by pipeline \ 
company atenicali 
Cost of transportation 25.5 
from field to distributor cents 
Price paid to producers in 
the field > ae 





cents 








$1.26 per Mcf 


$.35 per Mcf 


$.095 per Mcf 


27 
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Minneapolis, Minn.—Served by M: i Gas Co., supplied by Nerthern Natural 
Gas Co. 





1950 | 





Volume supplied to Minneapolis Gas Co., million 

CUT Bs nso en hac cbhin bcd neanedecaseducee 30, 988 
Weighted average field price received by producers | 

for natural gas supplied to Minneapolis cents per | 

thousand cubic feet !____- 6.6 A 4 9.8 
Average cost of natural gas supplied at city ‘gate, cents 

per thousand cubic feet !__..- | 17.4 17.4 ‘ 20. 2 
Total number of gas customers served “by “Minne- | 

apolis Gas Co 57, 7: 164, 761 178, 463 
Average cost of gas to all customers, cents per thou 

sand cubic ieet_----- * 52.8 49.2 | be | 59.0 
Number of residential g: 4s customers served by Min- | 

neapolis Gas Co. ......---- -| 150,415 ; 157,008 63,395 | 169, 523 
Average use per residential gas “customer, ‘thousand | 

cubie feet per year- 103.2 | 118.2 5 | 128.8 
Average cost of gas to resic lenti: al customer, cents per 

thousand cubic feet_- 75.4 69.4 
Price to residential customer in Minneapolis for | | 

typical cooking, water heating, and home heating } 

use, cents per thousand cubic feet ? B. 5 | 55.6 | 

















1 On basis of 14.73 p. s. i. a. pressure base. 

2 Not available. 

3 23.5 thousand cubic feet per month quantity estimated to be used by residential customer for home 
heating, cooking, and water heating. 


LIGRARIES 


Source: Annual reports to the Federal Power Commission by Northern Natural Gas Co., Moody’s 
Public Utility Manual, and American Gas Association Rate Book. 


Note.—Minneapolis Gas Co. serves gas in Minneapolis and 16 surrounding communities. The mar- 
keting data presented herein are total for company. 
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MINNEAPOLIS 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 


Average for all gas used by residential customers 


1953 
(Source: Annual Reports to FPPC: Moody's Public Utilities) 


Price received by 





~Y 


Cost of distribution to 
Minneapolis customers 





Price received by pipeline 
company 


61.5 


cents 





from field to distributor 


Price paid to producers in 


10.4 
cents 





Ss 
Cost of transportation { 
i 


the field 





9.8 


cents 











81.7 cents per Mcf 


20.2 cents per Mcf 


9.8 cents per Mcf 
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Nashville, Tenn.—Served by the Nashville Gas Co.; supplied by Tennessee 
Natural Gas Lines, Inc., from Tennessee Gas Transmission Co. 





1949 | 1950 | 1951 1952 | 1953 





} | | 
Volume of natural gas supplied to Nash- } | | | 

ville Gas Co., thousand cubic feet..__...'3, 982,053 |4,351,112 5, 897,077 (7,068, 449 |7,814, 508 | 9, 195, 517 
Weighted average field price received by | | | 

producers for natural gas supplied to | } | 

Nashville, cents per thousand cubic feet. 4.6 | 5. 5. 6 | 
Average cost of natural gas at Nashville 

city gate, cents per thousand cubic feet 17. 6 | 3. 2 24.8 | 24.0 | 
Price to residential customer in Nashville | | 

for typical cooking and water heating | | 

use,' cents per thousand cubic feet 140. 4 140. 4 140. 4 140. 4 | 142. 
Price to residential customer in Nashville | | | 

for typical cooking, water heating, and 

home heating use,? cents per thousand 

cubic feet ins S 





87.0 87.0 87.0 


125 therms per month (2.4 M c. f. of 1,043 B. t. u. natural gas) is quantity estimated to be used by a resi- 
dential customer for cooking and water heating. 

2140 therms per month (13.4 M ec. f. of 1,043 B. t. u. natural gas) is quantity estimated to be used by a 
residential customer for cooking, water heating, and home heating. 


Norte.—Therm equals 100,000 B. t. u.’s, 1,043 B. t. u.’s per cubic foot is the average heat content of the 
natural gas supplied. 

Source: Moody’s Public Utility Manual, annual reports of the pipeline companies to the Federal Power 
Commission, and the American Gas Association Rate Book. 
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NASHVILLE 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
For 13.4 Mcf of Monthly Residential Uses, 
Including House Heating 


1953 
(Source: Annual reports to FPC; Rate Service, A.G.A.) 





Price received by 
distributing company —)>- 90.6 cents per Mcf 




















Cost of distribution to 60.1 
Nashville customers g cents 
Price received by pipeline a 
company > 30.5 cents per Mcf 
Cost of transportation to 19.9 
distributing company cents 
Price paid to producers in 
the field » 10.6 cents per Mcf 
10.6 
cents 
a 





32 AMEND THE NATURAL GAS ACT, AS AMENDED 


City of New York, N. Y.—Served by Consolidated Edison of New York, supplied by 
Transcontinental Gas Pipe Line Co. 





| 1950 | 1951 


} 


Weighted average field price received by independent pro- 
ducers for natural gas supplied to city of New York, cents 
per thousand cubit feet aslemitamein | 7.4 7.7 7.8 
Volume of natural gas supplied at city gate, billion cubic feet - a Rae 4 % “3 2. 53.0 
Average cost of natural gas delivered to Consolidated Edison, 
cents per thousand cubic feet ___- 4 27. 30. 9 31.8 
Average use per residential customer, thousand cubit feet per 
year 13. 32 15. 64 
ax erage cost per thousand cubie feet for residential serv ice, 


GOTNEB on scnsinnnces . 62 | -53 | 2.43) 2.46 2. 42 




















NoTE.—Data for average cost and use per residential customer are on equivalent basis for 1,055 British 
thermal units natural gas. Consolidated Edison serves both straight natural and mixed gas. This data 
applies to all of Consolidated Edison’s service area, consisting principally of Manhattan, Bronx, and por- 
tions of Queens and Westchester County. 


Source: Annual Reports to the Federal Power Commission by the pipeline companies, Moody’s Public 
Utility Manual, and Consolidated Edison’s Annual Reports to the New York State PSC. 
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NEW YORK CITY and WESTCHESTER COUNTY 
Service Area of Consolidated Edison Company, Inc. 


Comparative Prices of Natural Gas 


Paid to the Producers in the Fields, Paid to the Pipeline Company 


and Received by the Distributing Company 


Averages for all natural ges used by residential customers 


1954 


(Sources: Annual Reports to F.P.C. and New York Commission) 


Price received by distributing—»> 
company ( 


Cost of distribution to 
customers in New York 
and Westchester combined, 
including cost of 
supplemental gas from 
coal and oil (about 10% 
of total gas distributed) 








Price received by pipeline 


$1.77 





company 


Cost of transportation from 
field to distributor 


Price paid to producers in —> 
the field 


64450—55——_3 


23.5 
cents 











7.8 conts~ 


$2.42 per Mcf 
(1055 Btu equivalent) 


$ .313 per Mof 


$ .078 per Mcof 


33 
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Philadelphia, Pa.—Served by Philadelphia Gas Works Division of United Gas 
Improvement Co., supplies by Transcontinental Gas Pipe Line Corp. and Tezas 
Eastern Transmission Corp. 





1950 | 1951 | 





j 


Volume of natural gas supplied to Philadelphia Gas | | | | 
Works at city gate, million cubic feet_.__- | 27,314] 29,856; 34,419 36, 020 
Weighted average field price received by producers | } | | 
for gas supplied to Philadelphia, cents per thou- | | 
ER SR eee 6.7 } 6.5 
Average cost of natural gas at city gate, cents per | | | 
thousand cubic feet ____- Mix : 30. 29.9 , 36.3 
Price to residential customer for typical cooking and , | } 


9.5 | 

water heating use,! dollars per thousand cubic feet __! 3 1.78 | .73 | 1.78 1.78 
| | 

| 

| 


10.0 
38.1 


Price to residential customer for typical cooking, | 
water heating, and home heating use,? dollars per | j | | 
ee aa ie eer ne eae 1. 36 | 1. 36 | 1.36 | 1,36 | 1.36 
i ' | 





125 therms per month (2,500 cubic feet of 1,000 British thermal units natural gas) is quantity estimated 
to be used by a residential customer for cooking and heating water. 

2 160 therms per month (16,000 cubic feet of 1,000 British thermal units natural gas) is quantity estimated 
to be used by a residential customer for cooking, water heating, and home heating. 


Note.—10 therms equal 1 million British thermal unit or the equivalent of 1,000 cubic feet of 1,000 British 
thermal] units natural gas. Prices to residential customers, as used herein, are on the basis of 1,000 British 
thermal units gas. Mixed gas of lower heat content is actually served. 


Source: Annual reports of pipeline companies to the Federal Power Commission and the American Gas 
Association Rate Book. 
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PHILADELPHIA 
Comparative Prices of Natural Gas 


Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Local Distributor 
For 16 Mcf of Monthly Residential Uses 
Including House Heating 


1953 
(Source: Annual Reports to FPC; Rate Service, A.G.A,) 


Price received by 
distributing company 


Cost of distribution to 
Philadelphia customers, < 
including higher cost 
supplemental manufactured 
gas 





Price received by interstate 
pipeline company 


Cost of transportation to 
Philadelphia city gate 


Price paid to producers 
in the field 





100 
cents 





26.5 
cents 





+ 





9.5 
cents 








$1.36 per Mcf 


$.36 per Mcf 


$.095 per Mcf 
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Richmond, Va.— 


Served by a wane: system supplied by Commonwealth Natural 
s Corp. 





1951 1952 | 1953 





| 1949 1950 1954 
| 
Estimated average field price received by producers | 
for gas supplied to Richmond, cents per thous: and | | | } 
OURS RSs ais rece in se sete teweweekepbacnee 10.8; 7.7 8&5; 1.0] 125 
Volume of natural gas supplied to city of Richmond, | | 
million cubic feet_..-......._- oh EF 368 | 2,023 | 2,565 3,064 | 3,685 
Average cost of natural gas at Richmond City gate, | 
cents per thousand cubic feet._._........-...----- . 39.8} 420) 45.7 §2. 5 | 52.8 
Price to residential customer in Richmond for typical | | | | 
cooking and water heating use,' dollars per thousand } 
CNG RB iiss wcdccacndiecs P 2.99; 20; 2.2 . 26 2. 59 | 2. 59 
Price to residential customer in Richmond for ty pie: al | 
cooking, water heating, and home heating use,? | 
dollars per thousand cubic feet................-...-- 166; 121) 121 1, 21 1. 53 1.53 





1 2 27 thousand cubic feet per month is quantity estimated to be used by residential customer for this use. 
3 13.18 thousand cubic feet per month is quantity estimated to be used by residential customer for this use. 


Source: Annual reports to the Federal Power Commission by Commonwealth Natural Gas Corp. and 
other supplier pipeline companies, and the American Gas Association Rate Book. 


Note.—Natural gas was introduced in 1950, 1949 prices to residential customer are on equivalent basis of 


1,100 British thermal] units natural gas. 
year and include 5 percent city utility tax. 


Prices to residentia) customers are those in effect Dee. 15 of each 
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RICHMOND 
Comparative Prices of Natural Gas 
Paid to the Producers in the Field, Paid to the. Pipeline 
Company, and received by the Distributing Company 
For 13.2 Mcf of Monthly Residential Uses 
Including House Heating 


1953 
(Source: Annual Reports to the FPC, Rate Service; A.G.A.) 


Price received by 
distributing company _— $1.53 per Mcf 








Cost of distribution to 100.5 
Richmond consumers : cents 


Price received by interstate 








pipeline company —_» $.525 per Mef 
Cost of transportation 41.5 
from field to distributing cents 
company 

Price paid to producers in 

the field =e $.11 per Mcf 





11 
cents 
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St. Louis, Mo.—Served by the Laclede a Co., supplied by Mississippi River Fuel 
orp. 





1949 





Volume of natural gas supplied to Laclede Gas Co., 
million cubic feet .| 13,773 
Estimated average field price received by producer for 
natural gas supplied to St. Louis, cents per thousand 
cubic feet 5.5 
Average cost of natural gas to Laclede Gas Co., cents 
per thousand cubic feet - 19.1 
Average heat content of natural gas supplied i in British 
thermal] units per cubic feet —_- 1,009 
Number of residential customers served by Laclede 
Gas Co., thousands } 292.1 
Average use per residential custome r, thousand cubic 
feet per year | 35.5 
Average cost of gas to residential customer, cents per | 
thousand cubic feet - : -| 113.9 
Price to residential customer in St. Louis for typics al 
cooking, water heating, and home heating use,? | 
cents per thousand cubic feet 73.6 | 























1 Not available. 
2169 therms per month is quantity estimated to be used by a residental customer for space heating, cook- 
ing, and heating water. 


Source: Annual Reports to the Federal Power Commission by Mississippi River Fuel Corp. Laclede 
Gas Co.’s Annual Report to Stockholders for 1950, prospectus dated Dec. 1, 1954, and American Gas Asso- 
ciation Rate Book. 

Notr.—Laclede Gas Co. serves city and county of St. Louis. Converted to straight natural gas between 
May and December 1949. Sales data in therms converted to t housands of cubic feet on basis of heat content 
of natural gas purchased. 
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ST. LOUIS 
Comparative Prices of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
For 16 Mcf of Monthly Residential Uses 
Including House Heating 


1953 
(Source: Annual Reports to FPC; Rate Service, A.@.A.) 


Price received by 








distributing company a 91.0 cents per Mcf 
‘4 
A 
Cost of distribution to 63.8 
St. Louis customers < cents 





Price received by interstate 
pipeline company 


- 27.2 cents per Mcf 
> 

Cost of transportation to Stet 

St. Louis city gate cents 
> 





Price paid to producers in 
the field 


9.5 cents per Mcf 





9.5 
cents 
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Washington Gas Light Co. (Consolidated)—Supplied by Atlantic Seaboard Corp. 





1950 1951 1952 1953 1954 





Estimated average field price received by pro- 
ducers for natural gas supplied to Washing- 
~~ Gas Light Co., cents per thousand cubic 


12.5 

Volume of natural gas supplied to company, 
million cubic feet per year... _........._.-- 2 ; " 30, 170 
Average cost of naturale gas delivered to com- 
pany, cents per thousand cubic feet 3 i ; 41.36 
Heat content of natural gas delivered by com- 
pany, British thermal units per cubic foot --- . , 087 a 1, 054 
Total number of customers (meters) served by 
company...... aon b 325, 115 
Average cost of gas for all types of services: 
Cents per therm ; ‘ ‘ 12.8 
Dollars per thousand cubic feet... .. . 3 ; " : 1.35 
Number of residential (meters) customers 
served by company shesincia ; , 299, 205 
Average use per residential customer: 
TE cn cneasnncsoass a 7 709 794 
Thousand cubic feet | per year. . , 3 67.0 75.4 
Average cost for residential use: | 
Cents per therm 3 4 | 12.8 | 13.0 
Dollars per thousand cubic feet . . . 34 | 1. 35 | 1. 37 























1 Not available, 


Source: Determined from company prospectus dated Mar. 8, 1955, and annual reports to the Federal 
Power Commission by Atlantic Seaboard Corp. 
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WASHINGTON, D. C. 
Comparative Price of Natural Gas 
Paid to the Producer in the Field, Paid to the Pipeline 
Company and Received by the Distributing Company 
Averages for all gas used by residential customers 


1953 
(Source: Annual reports to the FPC) 























Price received by > $1.39 per Mcf 
distributing company f 
Cost of distribution to 
Washington customers 4 
cents 
Price received by interstate» $.45 per Mcf 
pipeline company ( 
Cost of transportation from 
field to distributor 34 
cents 
Price paid to producers ~——» $.11 per Mcf 
in the field 
11 
cents 
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APPENDIX II 
CHANGES IN EXISTING LAW MADE BY THE BILL 


In compliance with clause 3 of rule XTIT of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


NaturRAL Gas Act, as AMENDED 


Src. 2. When used in this Act, unless the context otherwise requires 

(1) “Person”’ includes an individual or a corporation. 

(2) “Corporation” includes any corporation, joint-stock company, partner- 
ship, association, business trust, organized group-of persons, whether incorporated 
or not, receiver or receivers, trustee or trustees of any of the foregoing, but shall 
not include municipalities as hereinafter defined. 

(3) “Municipality’”’ means a city, county, or other political subdivision or 
agency of a State. 

(4) “State’’ means a State admitted to the Union, the District of Columbia, 
and any organized Territory of the United States. 

(5) “Natural gas’? means either natural gas unmixed, or any mixture of natural 
and artificial gas. 

(6) ““Natural-gas company”? means a person engaged in the transportation of 
natural gas in interstate commerce, or the sale in interstate commerce of such 
gas for resale. 

(7) “Interstate commerce”? means commerce between. any point in a State 
and any point c.utside thereof, or between points within the same State but through 
any place outside thereof, or between any point in a State and any foreign nation, 
but only insofar as such cemmerce takes place within the United States. 

(8) ‘‘State commission’”’ means the regulatory body of the State or municipality 
having jurisdiction to regulate rates and charges for the sale of natural gas to 
consumers within the State or municipality. 

(9) ‘‘Commission” and “ Commissioner’ means the Federal Power Commission, 
and a member thereof, respectively. 

(10) “Transportation of natural gas in interstate commerce’ means only such 
transportation of natural gas in interstate commerce as occurs after the completion in 
or within the vicinity of the field or fields where produced of all production, gathering, 
processing, treating, compressing and delivering of such natural gas into the trans- 
portation facilities of a person engaged in transporting, in such transportation facili- 
ties, natural gas in interstate commerce beyond the vicinity of the field or fields where 
produced. 

(11) “Sale in interstate commerce of natural gas for resale’ means only such sale 
in interstate commerce of natural gas for resale as occurs after the commencement 
of the transportation of such natural gas in interstate commerce as defined in para- 
graph (10), but does not include any sale which occurs in or within the vicinity of the 
field or fields where produced at or prior to the commencement of such transporiation 
in intersiate commerce of the natural gas. 

* * * * * 


FIXING RATES AND CHARGES; DETERMINATION OF COST OF PRODUCTION OR 
TRANSPORTATION 


Sec. 5. (a) Whenever the Commission, after a hearing had upon its own motion 
or upon complaint of any State, municipality, State commission, or gas distribut- 
ing company, shall find that any rate, charge, or classification demanded, ob- 
served, charged, or collected by any natural-gas company in connection with any 
transportation or sale of natural gas, subject to the jurisdiction of the Commis- 
sion, or that any rule, regulation, practice, or contract affecting such rate, charge, 
or classification is unjust, unreasonable, unduly discriminatory, or preferential, 
the Commission shall determine the just and reasonable rate, charge, classifica- 
tion, rule, regulation, practice, or contract to be thereafter observed and in force, 
and shall fix the same by order: Provided, however, That the Commission shall 
have no power to order any increase in any rate contained in the currently effec- 
tive schedule of such natural-gas company on file with the Commission, unless 
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such increase is in accordance with a new schedule filed by such natural-gas com- 
pany; but the Commission may order a decrease where existing rates are unjust, 
unduly discriminatory, preferential, otherwise unlawful, or are not the lowest 
reasonable rates. 

(b) When an increase in any rate or charge for natural gas is filed with the Com- 
mission by a natural-gas company and is based in whole or in part upon any contract, 
executed or renegotiated after the date this subsection takes effect, for the purchase of 
natural gas from a person other than an affiliate, the Commission shall determine, 
unless there has been a prior determination under subsection (c) of this section, 
whether the price at which the natural-gas company has contracted to buy such natural 
gas is the reasonable market price thereof at the point at which the gas is delivered 
into the transportation facilities of the natural-gas company in or within the vicinity 
of the field or fields where produced. After such determination, the natural-gas com- 
pany shall be allowed to charge as an operating expense for natural gas purchased 
under the contract only such part of the contract price as does not exceed such reason- 
able market price. In determining the reasonable market price of natural gas under 
the provisions of this section 5, the Commission shall consider, among other things, 
whether such price has been competitively arrived at, the effect of the contract upon 
the assurance of supply, and the reasonableness of the provisions of the contract us 
they relate lo existing or future prices. 

(c) The Commission shall determine upon application by a natural-gas company, 
or may determine upon the Commission’s own motion, after notice and opportunity 
for hearing, whether the price to be paid for natural gas under the provisions of any 
contract executed or renegotiated after the date this subsection takes effect is the reason- 
able market price thereof at the point at which the gas is to be delivered inio the trans- 
portation facilities of the natural-gas company in or within the vicinity of the field 
or fields where produced. After such determination, the natural-gas company shall 
be allowed to charge as an operating expense for natural gas purchased under the 
contract, for the purposes of rates or charges thereafter filed by it under this Act, only 
such part of the contract price as does not exceed such reasonable market price. 

(d) When an increase in any rate or charge for natural gas, filed with the Com- 
mission by a natural-gas company after the date this subsection takes effect, is based 
in whole or in part on an increase in price under the provisions of an escalation clause 
in any contract, other than a contract to which subsection (b) applies, for the purchase 
of natural gas from a person other than an affiliate, the Commission shall determine 
whether the price as so increased is the reasonable market price of the natural gas at 
the point at which the gas is delivered into the transportation facilities of the natural- 
gas company in or within the vicinity of the field or fields where produced. When 
the Commission has made such determination, the natural-gas company may charge 
as an operating expense for natural gas purchased under the contract only such part 
of the increase in price as results in a price which does not exceed such reasonable 
market price. As used in this section 5, the term “‘escalation clause’? means any pro- 
vision in a contract for the purchase of natural gas the operation of which may result 
in an increase in the price of the natural gas sold under the contract, but such term does 
not include (1) any provision for increases, by specific amounts, in the price of the 
natural gas at definite dates in the future, or (2) any provision under which the natural- 
gas company agrees to reimburse the seller of the gas for any increase in taxes which 
may be levied upon such seller after a specified date. 

(e) Whenever, in connection with an increase in the price of natural gas under the 
provisions of an escalation clause, the Commission, pursuant to subsection (d), has 
made a determination as to the reasonable market price of such natural gas, the natural- 
gas company shall be obligated to pay only such part of the increase in price as results 
tn a price which does not exceed such reasonable market price; and, except as otherwise 
provided in this subsection, the contract containing such escalation clause shall continue 
tin effect according to iis terms as though this subsection had not been enacted. 

(f) In regulating the rates and charges of a natural-gas company, the Commission 
shall allow as an operating expense of such natural-gas company, for natural gas 
produced by tt, the reasonable market price of such natural gas at the point at which 
the gas is delivered into the transportation facilities of the natural-gas company in or 
within the vicinity of the field or fields where produced, and for gas purchased from 
an affiliate, the amount paid to such affiliate for such gas up to but not in excess of the 
reasonable market price of such natural gas at the point at which the gas ts delivered 
into the transportation  pxeysren of the natural-gas company in or within the vicinity 
of the field or fields where produced. 

(g) For the purpose of this section 5, a person shall be held to be an affiliate of a 
natural-gas company if such person controls, is controlled by, or ts under common 
control with, such natural-gas company. 
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[(b)] (hk) The Commission upon its own motion, or upon the request of any 
tate commission, whenever it can do so without prejudice to the efficient and 
proper conduct of its affairs, may investigate and determine the cost of the pro- 
duction or transportation of natural gas by a natural-gas company in cases where 
the Commission has no authority to establish a rate governing the transportation 
or sale of such natural gas. 


* * + * * * . 


EXTENSION OF FACILITIES; ABANDONMENT OF SERVICE 


Sec. 7. (a) * * * 
* ” * * * * 7 


(e) Except in the cases governed by the provisos contained in subsecticn (ce) 
of this section, a certificate shall be issued to any qualified applicant therefor, 
authorizing the whole or any part of the operation, sale, service, construction, 
extension, or acquisition covered by the application, if it is found that the applicant 
is able and willing properly to do the acts and to perform the service proposed and 
to conform to the provisions of the Act and the requirements, rules, and regula- 
tions of the Commission thereunder, and that the proposed service, sale, operation, 
construction, extension, or acquisition, to the extent authorized by the certificate, 
is or will be required by the present or future public convenience and necessity; 
otherwise such application shall be denied. The Commission shall have the power 
to attach to the issuance of the certificate and to the exercise of the rights granted 
thereunder such reasonable terms and conditions as the public convenience and 
necessity may require. Notwithstanding the foregoing provisions of this sub- 
seciion, in passing upon an applitation for a certificate which is supported by a 
natural gas purchase contract, the Commission shall consider whether the price to be 
paid for such natural gas is the reasonable market price thereof at the point at which 
the gas is to be delivered into the transportation facilities of the natural-gas company 
in or within the vicinity of the field or see where produced, considering, among 
other things, whether such market price has been competitively arrived at, the effect 
of the contract upon the assurance of supply, and the reasonableness of the provisions 
of the contract as they relate to existing or future prices. 
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Report oF FEDERAL POWER Commission on H. R. 4560 anp H. R. 4675 anno 
RELATED Bitts To AMEND THE NaTuRAL Gas Act 


FEDERAL PowrErR CommMISsION, 


Washington 25, March 21, 1955. 
Hon. Percy J. Priest, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 


Dear CHAIRMAN Priest: A number of bills to amend the Natural Gas Act 
have been introduced, including H. R. 4560 and H. R. 4675, and we have been 
advised that the House Committee on Interstate and Foreign Commerce will 
hold hearings on all these measures on March 22, 1955. Time has not permitted 
us to submit an exhaustive analvsis of each of these bills. We are herewith 
submitting our views on the basie proposition which is inherent in H. R. 4560 
and H. R. 4675. 

The members of the Federal Power Commission consider that, as an arm of the 
legislative branch of the Federal Government, its first responsibility has been, 
and is, to construe, administer, and apply the several acts under which the Com- 
mission functions in strict accordance with the congressional intent. 

Because of its close association with the legislative considerations and events 
preceding the enactment of the Natural Gas Act and its singular interest in and 
relationship to the act thereafter, this Commission has felt itself peculiarly able 
to interpret the intent of Congress with respect thereto. Thus, when in about 
2 years after the passage of the act there was presented to it for decision the first 
case involving the issue, namely Columbian Fuel Corporation (Docket No. G-143, 
June 29, 1940, 2 F. P. C. 200), the Commission (with one member dissenting) 
had no difficulty in choosing between an interpretation of its authority based 
upon its so recent knowledge and experience and a purely legalistic rationaliza- 
tion of a much broader jurisdiction. It was then, and it continued to be, the 
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Commission’s conviction that it was not the intention of the Congress to subject 
to regulation under the Natural Gas Act all persons whose only sales of natural 
gas in interstate commerce are made during, or as an incident to and immediately 
upon completion of, such person’s production and gathering of said natural gas 
and who are not otherwise subject to the jurisdiction of the Commission. 

It was then, and it continued to be, the opinion of the Commission that in the 
act Congress had carefully and deliberately restricted the powers of the Commis- 
sion so as to prohibit the exercise of authority over the production and gathering 
of natural gas including sales of gas made as an incident to such production and 
gathering. Even then we recognized that, because of the interrelationship 
between the natural gas and oil industries, to make regulation of producers and 
gatherers of natural gas effective would require statutory authority of much 
wider scope than that afforded by the Natural Gas Act. The course of the 
Commission thereafter has been completely consistent with that view. 

However, because of apparent doubts in the minds of many as to the position 
of the courts on the question, in 1947, following the Supreme Court’s decision in 
the Interstate Natural Gas Company, Inc. (331 U. 8. 682), the Commission unani- 
mously (Commissioners Draper, Olds, Smith, and Wimberly) urged the enact- 
ment of legislation, H. R. 4099, the so-called Priest bill, in the 80th Congress to 
reaffirm what to it was the clear congressional intent. Soon thereafter the 
Commission reiterated its position in its Order No. 139. Although that order 
was subsequently revoked, no decision of the Commission inconsistent with its 
position in the Columbian Fuel case, supra, has ever been issued. Thus, when 
the question was again presented to us /n the Matter of Phillips Petroleum Com- 
pany (10 F. P. C. 246 (1951)), having found that Phillips was an independent 
producer of natural gas, that the sales involved were sales in interstate commerce 
of natural gas for resale for ultimate public consumption, and that such sales 
were made after the completion of production and gathering, but that they were 
incidental to production and gathering, the Commission found and concluded 
that such sales were excluded from the operation of the Natural Gas Act. 

But, as you are aware, upon review the United States Supreme Court refused 
to concur in the Commission’s conclusion. That Court’s decision in the Phillips 
case, supra, rendered on June 7, 1954, held that the Federal Power Commission 
must exercise jurisdiction over companies (even though not otherwise natural 
gas companies), who are engaged in the sale in interstate commerce of natural 
gas for resale made after the completion of production and gathering, whether 
or not incidental thereto. In the light of that decision, it has become the duty 
of the Federal Power Commission to include such independent producers within 
the scope of its regulation. 

Consequently, when we received the mandate from the Court in the Phillips 
case, we issued an order prescribing regulations governing the filing of rate sched- 
ules and applications for certificates of public convenience and necessity by 
producers and gatherers of natural gas which sell gas in interstate commerce for 
resale and since those rules have become effective we have undertaken to bring 
under our regulation the thousands of companies which are so engaged. As of 
February 28, 1955, 5,673 certificate applications and 10,042 rate filings had been 
submitted to the Commission by so-called independent producers. 

Our experience with the application of the _rovisions of the Natural Gas Act 
to such producers and gatherers has demonstrated the difficulties which are in- 
volved. Many suits have been filed to test the validity of such rules, and it is 
clear that the Commission may expect to be involved for many years in legal 
proceedings on those and numerous other questions which have arisen and which 
will arise. However, we have not vet reached the point of really coming to grips 
with all the detailed problems which are involved. 

The question remains, however, whether the Supreme Court’s decision in the 
Phillips case, supra, reflects the true publie interest, or whether legislation amend- 
atory to the Natural Gas Act is needed for that purpose. It is the considered 
opinion of the majority of this Commission that legislation should be enacted 
which will exempt from the operations of the Natural Gas Act independent 
producers and gatherers of natural gas who sell gas at wholesale to pipeline 
companies engaged in the transportation and sale in interstate commerce of 
natural gas for resale, but who do not themselves engage in the interstate trans- 
portation or subsequent sale of such gas. 

It is our understanding that H. R. 4560 and H. R. 4675 are intended to accom- 
= that purpose, and upon that basis we recommend passage of such legislation. 

fe support this proposed legislation because we firmly believe that such legisla - 
tion will in the long run result in the greatest good to the largest number of people 
of this country. 
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We shall endeavor to state the reason for our belief as briefly as possible. 

The production of crude oil and its products, which include natural gas, is 
essentially a mining operation. When the crude oil reaches the surface of the 
earth and is thus reduced to possession it is treated es a commodity in all respects 
similar to coal, iron, copper, and other products of the mine. No reason can be 
seen why natural gas should be so classified and thus regulated while leaving coal 
or oil completely free of regulation. If one of those fuels is to be subjected to 
regulation, they all should be. 

It is obvious that, if the use of an original cost rate base method of pricing 
natural gas results in fixing the price of natural gas at a price lower than the 
equivalent price of other fuels, the natural gas will, if it remains available for 
interstate commerce, inevitably drive competing fuels from the markets, and 
thus hasten the exhaustion of this irreplaceable natural resource. 

We are firmly convinced, from every aspect of public interest and particularly 
that of national defense, that Congress should not single out natural gas as the 
only one among those fuels over which an artificial ceiling should be placed. 

If it be true that the business of producing natural gas is a service which is not 
competitive, and is a monopoly, or at least has many monopolistic characteristics, 
as does the electric industry, the telephone industry, and the gas transmission 
and distribution industries, then we would readily agree that the gas production 
industry should be regulated. Even then, however, we believe that the effect 
of such regulation on the oil and coal industries would be a matter of grave 
concern and something that would have to be taken into consideration in fixing 
gas producers’ prices. 

We have heard no demand that the oil production industry should be regulated 
as a public utility, and do net understand why natural gas production should be so 
regulated, and oil production should remain unregulated. 

Public utility regulation controls monopolies, but at the same time it must 
necessarily protect them, and it supersedes to a great extent, if not completely, 
the factor of competition. Such regulation has never been able to supply the 
incentive for economy which adequate competition provides in unregulated 
industries. 

Before all the advantages of competition are discarded, it should be definitely 
ascertained that competition in the natural gas iidustry is inadequate, and cannot 
be made adequate by any legal means. We are of the opinion that the gas- 
producing industry docs not have the characteristics of public utilities which 
must and should be monopolies, and is the type of industry in which competition 
may flourish, and that any lack of competition or any unfair competition, if any, 
should and can be dealt with by proper application of our antitrust laws. 

In recent years there has been a tremendous increase in demand by domestic 
customers for the relatively cheap and yet clean and highly efficient fuel, natural 
gas. At the same time, the evolution of industrial techniques has also created 
constantly increasing markets for this fuel. Natural gas is now served or author- 
ized to be served in every State of the Union except Vermont. In 1953, some 
55% billion therms of natural and mixed gas were sold to nearly 24 million cus- 
tomers of gas utilities in the United States. There has resulted from the con- 
juncture of those economic factors some increase in the price of natural gas from 
the producer to the pipeline company—in 1953 the average price paid by natural- 
gas companies for gas purchased from others was 9.1 cents per thousand cubic 
feet—and this, despite the fact that proven reserves of natural gas have continued 
to increase at a more rapid rate than annual production. Proved recoverable 
natural-gas reserves have risen from 147.8 trillion Mef at the end of 1945 to 211.7 
trillion Mef at the end of 1954. In 1954, however, the increase in reserves was 
vastly smaller than during any previous year for which reliable estimates are 
available. 

There is good reason to believe, however, that even prior to the Phillips decision, 
large amounts of natural gas chiefly produced by oil companies in conjunction 
with their production of oil, their primary interest, had been withheld from the 
market served by interstate pipeline companies because of the uncertainty of the 
law and, to them, the risk of regulation. We believe that the passage of the 
proposed bill would release large amounts of gas to consumer markets in inter- 
state commerce and at the same time, as has been indicated, provide sufficient 
restraint upon the price of such gas as to eliminate the danger of exorbitant rates. 
In fact the release of such gas would itself, we believe, act in great measure as 
such a restraint. 

It would permit also, it is believed, the execution of contracts between producer 
and pipeline company which would assure to the producer reasonable adjustments 
in the price of his product over a period of time sufficient to justify the expenditure 
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of the large sums of money required for pipeline projects. Without such long- 
term contracts such projects could not be financed on favorable terms, n« r would 
the Commission feel justified in authorizing their construction and operation, 
On the other hand, we have serious doubts whether, facing the prospect of con- 
tinuous regulation of their rates, possibly on a cost basis, many producers not 
presently selling their gas in interstate commerce, and having available other 
large intrastate markets, would be willing to enter into such long-term contracts. 

We are aware, also, that the availability of large quantities of gas which have 
been withheld by the producers from interstate markets because of the threat of 
that type of limitation on prices has resulted, and will, we believe, continue to 
result in the estab lishment in the areas where natural gas is produced, in preference 
to other areas, of petrochemical and other plants using large volumes of natural 
gas, as well as the movement of industries from points outside of and remote from 
them into areas in which such intrastate gas is available. It is certainly not 
beyond the bounds of reason that, without some legislation such as that here 
proposed, remote domestic and other natural gas consumers may find themselves 
facing, not only a diminishing supply of such gas, but the fact that some of the 
industries upon which the economy of their communities depend may have 
removed from their midst. 

In the process of ratemaking the Commission, prior to its decision Jn the 
Matter of Panhandle Eastern Pipe Line Company (Opinion No. 269, issued April 
15, 1954), had ireated the producing facilities of the pipeline company in the same 
manner as all of its other facilities; namely, as a part of the net investment rate 
base to which was applied a reasonable return. That treatment resulted in 
indefensible discrimination between the pipeline company and the independent 
producer from which the pipeline company had purchased part of its required 
supply. In its opinion in the Panhandle case, supra, the Commission pointed to 
the decline of Panhandle’s own production from 52.4 percent of its sales in 1942 
to 22.6 percent in 1952, and explained why it is in the publie interest for pipeline 
systems to have production of their own, rather than being wholly dependent 
upon purchases from nonaffiliated producers (Opinion No. 269, mimeographed 
edition, pp. 31-35). Similarly, in 1940 eight major pipelines produced more than 
17 percent of the natural gas they transported and sold, whereas in 1952 only 1844 
percent of their total requirements were produced by 15 major systems then 
operating in interstate commerce. It had resulted, as was inevitable, in the dis- 
posal by some pipeline companies of such properties and the avoidance by others 
of the ownership and operation of gas-producing properties and facilities. Fur- 
thermore, the treatment had given scant attention to the economic aspect of the 
problem involved in the gas supply or the long-run economic consequences of the 
application of that treatment. We believe that the proposed legislation would 
clearly sanction the course which we there took, would result in equal treatment 
of producers of gas, whether pipeline companies or independent producers, would 
encourage the ownership and operation by pipeline companies of their own pro- 
ducing and gathering properties, and would definitely and conelusively contribute 
to the soundness and the security of the sources of gas supply, and the mainte- 
nance of adequate service. Those results would, inevitably, redound to the 
benefit of the domestic, as well as other customers, and, it is our belief, would 
achieve in the long run lower rates for natural gas. While we are interested in 
reasonable rates, we must be equally concerned with the financial stability of the 
utilities under our jurisdiction, the safety of the investments which have been 
made in them, and, of equal or greater importance, the continued maintenance 
of adequate gas service to all of the ultimate consumers who have invested many 
millions of dollars in gas furnaces and other gas-using equipment. Residential, 
commercial, and industrial consumers. throughout the United States have come 
to rely increasingly upon this premium fuel, which in 1920 provided less than 4 
percent of our total energy requirements, as compared with over 23 percent in 
1953. 

Only time can tell just what effect Federal regulation of rates charged by pro- 
ducers and gatherers, for gas which they sell in interstate commerce, will have 
upon the exploration and discovery of natural gas. It has been generally recog- 
nized that regulation to effectuate the conservation of gas and oil as natural re- 
sources is a function which should be performed by the se: eral States iny cl ed. 

In the interstcte case to which reference has been made, the Suprene Court 
stated that the jurisdiction of the Commission under the Natural Gas act does 
not attach where rate regulation by the Commission would be inconsistent or a 
substantial interference with the exercise by the State of its regulatory function. 
In our decision in the Phillips case, supra, we found that our regulation of sales 
made in the process of preduction and gathering would, by its very nature, be 
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inconsistent or constitute a substantial interference with such regulation of pro- 
ducers and gatherers by the States. But the answer of the Court to that finding 
was “‘that the jurisdiction of the Federal Power Commission was not intended to 
vary from State to State, depending upon the degree of State regulation and 
State opposition to Federal control.” 

The fact renains that the fixing of rates of producers for gas sold in interstate 
commerce for resale will inevitably ecnflict with the recognized power of the States 
to regulate producers for purposes of conservation. While the latter process must, 
under such circumstances, yield to the authority of the Federal Government, the 
effect upon the exploration and development of natural gas resources must be, it 
is believed, far reaching. 

We belie e that a sound fuel policy is essential to a robust and expanding inter- 
nal economy and to the successful de elopment of the national defense. We 
belie’ e that no sound fuel policy can be erected upon such discrimination as pres- 
ently exists avainst natural gas and in fa’ or of other competitive fuels. We be- 
lieve further that such a policy requires the exploration and development of our 
oil and natural gas resources against a background of free competitive enterprise 
restricted only by appropriate State conser ation regulation. Consecuently, we 
belie e that the Federal Go ernment should not undertake the control or the 
rezulation of rates of those engaved in the production, gathering, processing or 
the selling of natural gas prior to its entry into an interstate transmission pipeline; 
and that the Natural Gas Act should be arnended accordingly. 

Commissioner Draper does not concur in this report. 

Respectfully submitted. 

FEDERAL PowER COMMISSION, 
By JEROME KUYKENDALL, Chairman. 


APPENDIX IV 
SvupREME Court oF THE UNITED STATES 
Nos, 280, 281 and 418.—October Term, 1953. 


280 Puiturres PeTRoLEUM CoMPANY, PETITIONER, v. STATE OF WISCONSIN, ET AL. 

281 Strate or TEXAS, ET AL., PETITIONERS, v. STATE OF WISCONSIN, ET AL. 

418 Freperat Power Commission, PETITIONER, v. STATE OF WISCONSIN, 
Pusiic SERVICE COMMISSION OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT, 


[June 7, 1954.]} 


Mr. Justice Minton delivered the opinion of the Court. 

These cases present a common question concerning the jurisdiction of the 
Feteral Power Commission over the rates charged by a natural-gas producer 
and gatherer in the sale in interstate commerce of such gas for resale. All three 
cases are an outgrowth of the same proceeding before the Power Commission and 
involve the same facts and issues. 

The Phillirs Petroleum Company ! is a large integrated oil company which 
also engages in the production, gathering, processing, and sale of natural gas. 
We are here concerned only with the natural-gas operations. Phillis is known 
as an “incepencent”’ natural-gas producer in that it does not engage in the inter- 
state transmission of gas from the producing fields to consumer markets and is 
not affiliated with any interstate natural-gas pipeline company. As revealed by 
the record before us, however, Phillips does sell natural gas to five interstate 
pipeline transmission comy anies which transport and resell the gas to consumers 
and local distributing companies in fourteen states. 

Approximately 50% of this gas is produced by Phillips, and the remainder is 
purchased from other producers. A sulstantial part is casinghead gas—z?. e., 
produced in connection with the production of oil. The gas flows from the 
producing wells, in most instances at well pressure, through a network of con- 
verging pipelines of progressively larger size to one of twelve processing plants, 
where extractable products and impurities are removed. Of the nine such net- 
works of pipelines involved in these cases, five are located entirely in Texas, one 


1 Hereinafter referred to as Phillips. 
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in Oklahoma, one in New Mexico, and two extend into both Texas and Oklahoma. 
After processing is completed, the gas flows from the processing plant through an 
outlet pipe, of varying lengths up to a few hundred feet, to a delivery point where 
the gas is sold and delivered to an interstate pipeline company. The gas then 
continues its flow through the interstate pipeline system until delivered in other 
states. 

The Federal Power Commission, on October 28, 1948, instituted an investigation 
to determine whether Phillips is a natural-gas company within the jurisdiction of 
the Commission, and, if s0, whether its natural-gas rates are unjust or unreason- 
able. In extensive hearings before an examiner, the facts descri ed above were 
developed, as well as much additional information. An intermediate decision 
having been dispensed with, the Commission issued an opinion and order in which 
it held that Phillips is not a “‘natural-gas company” within the meaning of that 
term as used in the Natural Gas Act,? and therefore is not within the Commission’s 
jurisdiction over rates.3 Consequently, the Commission did not proceed to in- 
vestigate the reasonatleness of the rates charged by Phillips. On appeals, the 
decision of the Commission was reversed by the Court of Appeals for the District 
of Columbia, one judge dissenting. 92 U. 8. App. D. C. 284, 205 F. 2d 706. 
We granted certiorari. 346 U.S. 934-935. 

The Power Commission is authorized by § 4 of the Natural Gas Act to regulate 
the “rates and charges made, demanded, or received by any natural-gas company 
for or in connection with the transportation or sale of natural gas subject to the 
jurisdiction of the Commission ....” “Natural-gas company” is defined by 
§ 2 (6) of the Act to mean “‘a person engaged in the transportation of natural gas 
in interstate commerce, or the sale in interstate commerce of such gas for resale.” 
The jurisdiction of the Commission is set forth in § 1 (b) as follows: 

“The provisions of this Act shall apply to the transportation of natural 
ges in interstate commerce, to the sale in interstate commerce of natural 
gas for resale for ultimate public consumption for domestic, commercial, 
industrial, or any other use, and to natural-gas companies engaged in such 
transportation or sale, but shail not apply to any other transportation or sale 
of natural gas or to the local distribution of natural gas or to the facilities used 
for such distribution or to the production or gathering of natural gas.”’ 

Petitioners admit that Phillips engages in ‘‘the sale in interstate commerce of 
natural gas for resale,” as, of course, they must. Interstate Natural Gas Co. v. 
Federal Power Commission, 331 U. 8. 682, 687-689; cf. Michigan-Wisconsin Pipe 
Line Co. v. Calvert, 347 U. 8. 157, 166-168. They contend, however, that the 
affirmative grant of jurisdiction over such sales in the first clause of § 1 (b) is 
limited by the negative second clause of the section. In particular, the contention 
is made that the sales by Phillips are a part of the “production or gathering of 
natural gas” to which the Commission’s jurisdiction expressly does not extend. 

We do not agree. In our view, the statutery language, the pertinent legislative 
history, and the past cecisions of this Court all support the conclusion of the 
Court of Appeals that Phillips is a “natural-gas company” within the meaning of 
that term as defined in the Natural Gas Act, and that its sales in interstate com- 
merce of natural gas for resale are subject to the jurisdiction of and regulation 
by the Federal Power Commission. 

The Commission found that Phillips’ sales are part of the production and 
gathering process, or are ‘“‘at least an exempt incident thereof.’ * Tl.is determina- 
tion appears to lave been based primarily on the Commission’s reading of legisla- 
tive history and its interpretation of certain decisions of t! is Court. Also, there 
is some testimony in the record to the effect that the meaning of “gathering” 
commonly accepted in the natural-gas industry comprelends te sales incident 
to the physical activity of collecting and processing tlhe gas. Petitioners contend 
that the Commission’s finding has a reasonable basis in law and is supported by 
substantial evidence of record and therefore sould be accepted by the courts, 
particularly since the Commission has ‘‘consistently”’ interpreted the Act as not 
conferring jurisdiction over companies such as Phillips.6 See Gray v. Powell, 314 





352 Stat. 821, as amended, 15 U. S, C. § 717 et seq. 

410 F. P.C. 246. One Commissioner concurred in the decision and one dissented, 

410 F. P, C, 246, 278, : 

5 The consistency of the Commission in this regard may be questioned. Compare: Columbian Fuel 
Corp., 2 F. P. C. 200, with Interstate Natural Cas Co., 3 F. P. C. 416; Brief for Federal Power Commission, 
Interstate Natural Gas Co. v. Federal Power Commission, 156 F. 2d 949, with Brief for Federal Power Com- 
mission, Interstate Natural Gas Co. v. Federal Power Commission, 331 U.S. 682; Federal Power Commission 
Order No, 139, 12 Fed. Reg. 5585, with Federal Power Commission Order No. 154, 15 Fed. Reg. 4633. See 
Scanlan, Administrative Abnegation in the Face of Congressional Coercion: The Interstate Natural Gas 
Company Affair, 23 Notre Dame Law. 173; Note, 50 Yale L. J. 1468, 1479-1484, And, for that matter, even 
consistent error is still error. 
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U. 8. 402; Labor Board v. Hearst Publications, Inc., 322 U. 111. We are of 
the opinion, however, that the finding is without adequate ac in law, and that 
production and gatherirg, in the sense that those terms are used in § 1 (b), end 
before the sales by Phillips occur. 

In Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. 8S. 
498, 505, we observed that the “natural and clear meaning”’ of the phrase “‘pro- 
duction or gathering of natural gas’’ is that it encompasses “the producing 
properties and gathering facilities of a natural-gas company.” Similarly, in 
Colorado Interstate Gas Co. v. Federal Power Commission, 324 U.S. 581, 598, we 
stated that i reamportation and sale do not include production or gathering,’ 
and indicated that the “production or gathering” exemption applies to the phys- 
ical activities, facilities, and properties used in the production and gathering of 
natural gas. /d., at 602-603. See also Federal Power Commission v. Hope 
Natural Gas Co., 320 U.S. 591, 612-615; Peoples Natural Gas Co. v. Federal 
Power Commission, 75 U. S. App. D. C. 235, 127 F. 2d 158; ef. United States v 
Public Utilities Commission, 345 U. S. 295, 307-—311.8 

Even more directly in point is our decision in Jnterstate Natural Gas Co. \ 
Federal Power Commission, 331 U. 8. 682. The Interstate Company produced or 
purchased natural gas which it in turn sold and delivered to three interstate 
pipeline companies, all the activities occurring within the same state. We noted 
that “{fe]xceptions to the primary grant of jurisdiction in the section [1 (b)] are 
to be strictly construed,’ 7 zd., at 690-691, and held that § 1 (b) conferred juris- 
diction over such sales on the Federal Power Commission, stating: 

“Petitioner asserts . . . that the sales to the three pive-line companics 
are a part of the gathering process and consequently not within the Commis- 
sion’s power of regulation. ‘This basie contention has given rise to a great 
many subsidiary questions such as whether the sales were made from peti- 
tioner’s ‘gathering’ lines or from petitioner’s ‘transmission’ lines and whether 
the gathering process continued to the points of sale or was, as the Comunissio: 
found, completed at some point prior to surrender of custedy and passage of 
title. We have found it unnecessary to resolve those issues. The ges moved 
by netitioner to the points of sale consisted of gas produced from petitioner's 
Welis conuvingled with that produced and gathered by other companies ar 
introduced into petitioner’s pipe-line system during the course of the mov: 
ment. By the time the sales are consummated, nothing further in the 
gathering process remains to be done. We have held that these sales are i: 
interstate commerce. It cannot be doubted that their regulation is pre- 
dominantly a matter of national, as contrasted to local concern. All the gas 
sold in these transactions is destined for consumption in States other than 
Louisiana. Unreasonable charges exacted at this stage of the interstate 
movement become perretuated in large part in fixed items of costs which must 
be covered by rates charged subsequent purchasers of the gas, including the 
ultimate consumer. It was to avoid such situations that the Natural Gas 
Act was passed.”’ /d., at 692-695. 

Petitioners attempt to Cistinguish the Interstate case on the grounds that the 
Interstate Company trarsported tle gas in its pipelines after completion of gather- 
ing and before sale, and tl.at the Interstate Company was affiliated with an inter- 
state pipeline company and therefore subject to Commission jurisdiction in an) 
event. This Court, however, refused to rely on such refinements § and inste: 
based its decision in Jnterstate on the broader ground that sales in interstate com- 
merce for resale by producers to interstate pipeline companies do not come within 
the “production or gathering” exemption. 

The Interstate case is also said to be distinguishable in that it did not involve 
an asserted conflict with state regulation, and federal control was not opposed by 


® Referring to the taking of natural gas by purchasing interstate pipeline companies at the outlet of pri 
essing plants, we recently observed that the pipeline companics obviously “are not engaged in ‘gathering 
gas’ within the meaning of that term in its ordinary usage... ."’ Michigan-Wisconsin Pipe Line Co. Vv 
Calvert, 347 U.S. 157, 164. 

1 The committee reports on the bil] enacted as the Natural Gas Act, H. R. 6586, 75th Cong., Ist Sess., 
reveal that a construction of the “production or gathering’ exemption which would substantially limit 
the affirmative grant of jurisdiction to the Commission was not contemplated. After quoting the exemp- 
tive clause of § 1 (b), the House Report states that: 

“The quoted words are not actually necessary, as the matters specified therein could not be said fairly 
to be covered by the language affirmatively stating the jurisdicton of the Commission, but similar language 

was in previous bills, and, rather than invite the contention, however unfounded, that the elimination of 
the negative language would broade n the scope of the act, the committee has included it in this bill.” H.R 
Rep. No. 709, 75th Cong., Ist Sess. 

The Senate Report adopted and reprinted the House Report on the bill. S. Rep. No. 1162, 75th Cong., 
Ist Sess, 

8 Despite the fact that they were urged by the Commission as a basis for ne Brief for Federal Power 
Commission, Interstate Natural Gas Co. v. Federal Power Commission, 331 U. 8. 682. 
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the state authorities, while in the instant cases there are said to be conflicting state 
regulations, and federal jurisdiction is vigorously opposed by the producing states. 
The short answer to this contention is th % the jurisdiction of the Federal Power 
Commission was not intended to var: .rom state to state, depending upon the 
degree of state regulation and of state opposition to federal control. We expressly 
rejected any implication to the contrary, in the Interstate case. 331 U.S., at 691- 
692. See Federal Power Commission v. Hope Natural Gas Co., supra, at 607-615. 

The cases discussed above supply a Ren answer to the determination of the 
Commission and also to petitioners’ suggestion that ‘“‘production or gathering’’ 
should be construed to mean the ‘‘business” of production and gathering, with the 
sale of the product considered as an integral part of such “business.’”?” We see no 
reason to depart from our previous decisions, especially since they are consistent 
with the language and legislative history of the Natural Gas Act. 

In general, petitioners contend that Congress intended to regulate only the 
interstate pipeline companies since certain alleged excesses of those companies 
were the evil which brought about the legislation. If such were the case, we 
have difficulty in perceiving why the Commission’s jurisdiction over the trans- 
portation or sale for resale in interstate commerce of natural gas is granted in the 
disjunctive. It would have sufficed to give the Commission jurisdiction over 
only those natural-gas companies that engage in “transportation” or “transpor- 
tation and sale for resale’ in interstate commerce, if only interstate pipeline 
companies were intended to be covered ® See Federal Power Commission v. East 
Ohio Gas Co., 338 U. S. 464, 468. 

father, we believe that the legislative history indicates a congressional intent 
to give the Commission jurisdiction over the rates of all wholesales of natural gas 
in interstate commerce, whether by a pipeline company or not and whether 
occurring before, during, or after transmission by an interstate pipeline company.!° 
There can be no dispute that the overriding congressional purpose was to plug the 
“gap” in regulation of natural-gas companies resulting from judicial decisions 
prohibiting, on federal constitutional grounds, state regulation of many of the 
interstate commerce aspects of the natural-gas business." <A significant part of 
this gap was created by cases * holding that “the regulation of wholesale rates 
of gas and electric energy moving in interstate commerce is beyond the con- 
stitutional powers of the States.”” Interstate Natural Gas Co. v. Federal Power 
Commission, supra, at 689. The committee reports on the bill that became the 
Natural Gas Act specifically referred to two of these cases and to the necessity 





* Just such wording was suggested to and rejected by the House Committee considering enactment of 
the Natural Gas Act, by the Chairman of the State of New York Department of Public Service, Public 
Service Commission. Hearings before House Committee on Interstate and Foreign Commerce on H. R. 
4008, 75th Cong., Ist Sess. 146-147. 

An earlier bill, H. R. 11662, 74th Cong., 2d Sess., would have limited the jurisdiction of the Power Com- 
mission to ‘‘the transportation of natural gas in high-pressure mains in interstate commerce and to naturale 
gas companies engaged in such transportation ... .’’ Much of the legislative history advanced in support 
of petitioners’ position was develoned in connection with this bill, including the testimony of Dozier A. 
DeVane, Solicitor of the Federal Power Commission. Because of the much different jurisdictional pro- 
vision of H. R. 11662, such testimony has little relevance here. 

» The bill on which were held the hearings leading to the passage of the Natural Gas Act, H. R. 4008, 
75th Cong., Ist Sess., as introduced provided, in § 1 (b), for Commission jurisdiction over the sale of natural 
gas in interstate commerce ‘‘for resale to the public.”’ Similarly, ‘‘natural-gas company’’ was defined, in 
§ 2 (5), as including a person engaged in the sale of natural gas in interstate commerce ‘‘for resale to the 
public.”” The General Solicitor of the National Association of Railroad and Utilities Commissioners sug- 
gested that the language be changed in a manner almost identical to that contained in the Natural Gas Act. 
Referring to the proposed changes, he commented that: 

‘*Another is designed to make certain that the bill will apply to all intercompany sales of natural gas at 
wholesale, even though the sale be from one company to another company which will resell to another 
corporation before the gas is finally sold to the public.” Hearings before House Committee on Interstate 
and Foreign Commerce on H. R. 4008, 75th Cong., Ist Sess. 22. 

See also id., at 141-143. 

) Federal Power Commission v. Fast Ohio Gas Co., 338 U.S. 464, 472-473: Federal Power Commission v. 
Panhandle Eastern Pipe Line Co., 337 U.S. 498, 502-504; Panhandle Eastern Pipe Line Co. v. Public Service 
Commission, 332 U.S. 507, 514-521; Interstate Natural Gas Co. v. Federal Power Commission, 331 U. 8. 682, 
689-4193; Colorado Interstate Gas Co. v. Federal Power Commission, 324 U.S. 581, 599-600: Federal Power Com- 
mission v. Hope Natural Gas Co., 320 U. S. 591, 699-610; IMinois Natural Gas Co. v. Central IVinois Public 
Service Co., 314 U.S. 498, 506-508. 

12 Missouri v. Kansas Natural Gas Co., 265 U. S. 298; Public Utilities Commission v. Attleboro Steam & 
Electric Co., 273 U. 8. 83: State Corporation Commission v. Wichita Gas Co., 290 U.S. 561. Cf. Dahnke- 
Walker Milling Co. v. Bondurant, 257 U.S. 282; Lemke v. Farmers Grain Co., 258 U.S. 50; Shafer v. Farmers 


Grain Co., 268 U.S. 189. And see Jersey Central Power & Light Co. v. Federal Power Commission, 319 U.S. 
61, 69 
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of federal regulation to occupy the hiatus created by them." Thus, we are 
satisfied that Congress sought to regulate wholesales of natural gas occurring at 
both encs of the interstate transmission systems. 

Petitioners cite our recent decisions in Cities Service Gas Co. v. Peerless Oil & 
Gas Co., 340 U. 8. 179, and Phillips Petroleum Co. v. Oklahoma, 340 U.S. 190, as 
authority for the proposition that the states may regulate the sales in question 
here and, hence, that such sales are not within the gap which the Natural Gas 
Act was intended to fill. Those cases upheld as constitutional state minimum 
price orders, justified as conservation measures, applying to sales of natural gas in 
interstate commerce. But it is well settled that the gap referred to is that thought 
to exist at the time the Natural Gas Act was passed, and ee of the 
Commission is not affected by subsequent decisions of this Court which have 
somewhat loosened the constitutional restrictions on state activities affecting 
interstate commerce, in the absence of conflicting federal regulation. J/llinois 
Natural Gas Co. v. Central Illinois Public Service Co., 314 U.S. 498, 508; Federal 
Power Commission v. East Ohio Gas Co., supra, at 472. The Federal Power Com- 
mission did not participate in the Cities Service and Phillips Petroleum cases, the 
appellants there did not assert a possible conflict with federal authority under the 
Natural Gas Act, and consequently we expressly refused to consider at that time 
“fwihether the Gas Act authorizes the Power Commission to set field prices on 
sales by independent producers, or leaves that function to the states... .” 
340 U.S., at 188-189. 

Regulation of the sales in interstate commerce for resale made by a so-called 
independent natural-gas producer is not essentially different from regulation of 
such sales when made by an affiliate of an interstate pipeline company. In both 
cases, the rates charged may have a direct and substantial effect on the price 
paid by the ultimate consumers. Protection of consumers against exploitation 
at the hands of natural-gas companies was the primary aim of the Natural Gas 
Act. Federal Power Commission v. Hope Natural Gas Co., supra, at 610. At- 
tempts to weaken this protection by amendatory legislation exempting independ- 
ent natural-gas producers from Federal regulation have repeatedly failed," and 
we refuse to achieve the same result by a strained interpretation of the existing 
statutory language. 

The judgment is 
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Affirmed. 


Mr. Justice Jackson took no part in the consideration or decision of these 
cases. 


13 “The States have, of course, for many years regulated sales of natural gas to consumers in intrastate 
transactions. The States have also been able to regulate sales to consumers even though such sales are in 
interstate commerce, such sales being considered local in character and in the absence of congressional 
prohibition subject to State regulation. ... There is no intention in enacting the present legislation to 
disturb the States in their exercise of such jurisdiction. However, in the case of sales for resale, or so-called 
wholesale sales, in interstate commerce (for example, sales by producing companies to distributing com- 
panies) the legal situation is different. Such transactions have been considered to be not local in character 
and, even in the absence of Congressional action, not subject to State regulation. (See Missouri v. Kansas 
Gas Co. (1924), 265 U. S. 298, and Public Service Commission v. Attleboro Steam & Electric Co. (1927), 273 
U.S. 83.) The basic purpose of the present legislation is to occupy this field in which the Supreme Court 
has held that the States may not act.”” H. R. Rep. No. 709, 75th Cong., Ist Sess. 1-2; S. Rep. No. 1162, 
75th Cong., Ist Sess. 1-2. 

4 Amon: the bills introduced in recent Congresses to restrict the existing jurisdiction of the Federal Power 
Commission over natural-gas producers are: k. }. 4051, 80th Cong., Ist Sess.; H. R. 4099, 80th Cong., Ist 
Sess.; H. R. 1758, 81st Cong., Ist Sess.; and 8. 1498, 8Ist Cong., Ist Sess. 
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SupREME Court oF THE UNITED STATES 
Nos. 280, 281 and 418.—October Term, 1953. 
280 PuiLuirs PETROLUEM ComPANY, PETITIONER, v. STATE OF WISCONSIN, ET AL. 
281 Srare or Texas, ET AL, PETITIONERS, v. STATE OF WISCONSIN, ET AL. 
418 Freperat Powrr Commission, PETITIONER, v. STaTE OF WISCONSIN, 
Pusuic Service Commission OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT. 


(June 7, 1954.] 


Mr. Justice FRANKFURTER, concurring. 

While I join the opinion of the Court, one consideration leading to the Court’s 
conclusion is for me so decisive that I deem it appropriate to give it emphasis. 

Section 1 (b) is not to be construed on its face. It comes to us with an au- 
thoritative gloss. We must construe it as though Congress had, in words, added 
to the present text of § 1 (b) some such language as the following: 

“However, since sales for resale, or so-called ‘wholesale sales,’ in interstate 
commerce are not local in character and are constitutionally not subject to 
State regulation, see Missouri v. Kansas Gas Co., 265 U. 8. 298, and Public 
Utilities Commission v. Attleboro Steam & Electric Co., 273 U.S. 83, the basie 
purpose of the legislation is to occupy this field in which the States may not 
act.” 

The section must be read with such an interpolation because Congress said 
specifically that the Natural Gas Act was designed to cover the situations which 
the two cited cases held to be outside the competence of State regulation. 
z R. Rep. No. 709, 75th Cong., Ist Sess. 1-2; S. Rep. No. 1162, 75th Cong., Ist 
Sess, 1—2.! 

To be sure, the Kansas Gas case excluded the business of piping gas by a supply 
company in one State to distributing companies in another; and the Attleboro 
ease involved the transmission of electric current by a producing co:npany which 
took it from one State to the boundary of another State and there sold it to a 
distributing company for resale in the other State. In this case, the sale by 
Phillips was made in Texas to interstate pipeline transmission co:rpanies which 
transported the gas for resale to distributing companies and consumers in other 
States. But this fact—that Phillips itself did not pipe the gas to the State bound- 
ary or directly into another State—does not in the slightest alter the constitu- 
tional applicability of the Attleboro doctrine to the situation before us. The fact 
that the continuous transmission is not by facilities of Phillips but by the facilities 
of Phillips connecting with pipelines transmitting gas into other States does not 
change the interstate character of the transaction. For that reason, the decision 
in Attleboro, 273 U. 8., at 86, relying on Peoples Gas Co. v. Public Service Com- 
mission, 270 U. S. 550, barred State regulation. 

It may well be that if the problem in the Attleboro case came before the Court 
today, the constitutional doctrine there laid down would not be found compelling. 
This is immaterial. Congress did not leave it to the determination of this Court 
whether an Altleboro situation is subject to State regulation. It wrote the doctrine 
of the Altleboro case into the Natural Gas Act and said in effect that an Attleboro 
situation was to be taken over by Federal regulation and was not to be left to the 
fluctuation of adjudications under the Commerce Clause. 





1“The States have, of course, for many years regulated sales of natural gas to consumers in intrastate 
transactions. The States have also been able to regulate sales to consumers even though such sales are in in- 
terstate commerce, such sales being considered local in character and in the absence of congressional prohi- 
bition subject to State regulation. (See Pennsylrania Gas Co. v. Public Service Commission (1920), 252 
U.S. 23.) There is no intention in enacting the present legislation to disturb the States in their exercise of 


such jurisdiction. However, in the case of sales for resale, or so-called wholesale sales, in interstate com- 
merce (for example, sales by producing companies to distributing companies) the legal situation is different. 
Such transactions have been considered to be not local in character and, even in the absence of Congres- 
sional action, not subject to State regulation. (See Missouri v. Kansas Gas Co. (1924), 265 U. S. 298, and 
Public Service Commission v. Attleboro Steam & Electric Co. (1927) 273 U. 8. 83.) The basic purpose of the 
present legislation is to oceupy this field in which the Supreme Court has held that the States may not 
act.”” H.R. Rep. No. 709 .75th Cong., Ist Sess. 1-2. 
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Supreme Court or THE UNITED States 
Nos. 280, 281 and 418.—October Term, 1953. 


280 Puxrriturps PeTRoLeUM Company, PETITIONER, #. STATE OF WISCONSIN, ET AL, 


281 Srare or Texas, ET AL., PeTirioners, v. State oF WISCONSIN, ET AL. 


418 Frperat Power Commission, PETITIONER, v. STaTE oF WISCONSIN, PUBLIC 
SerRvVIcE CoMMISSION OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT. 


[June 7, 1954.] 


Mr. Justice Dovua.as, dissenting. 

The question is whether sales of natural gas by an independent producer at the 
mouth of an interstate pipeline are subject to regulation by the Federal Power 
Commission under the Natural Gas Act of 1938. This is a question the Court has 
never decided. It is indeed one on which we expressly reserved decision in I nter- 
state Natural Gas Co. v. Federal Power Commission, 331 U.S. 682, 690, n. 18 

There is much to be said from the national point of view for regulating sales at 
both ends of these interstate pipelines. The power of Congress to do so is unques- 
tioned. Whether it did so by the Natural Gas Act of 1938 is a political and legal 
controversy that has raged in the Commission and in the Congress for some years. 
The question is not free from doubts. For while § 1 (b) of the Act makes the 
regulatory provisions applicable ‘‘to the sale in interstate commerce of natural gas 
for resale for ultimate public consumption,” it also makes them inapplicable “to 
the production or gathering of natural gas.” 

The sale by this independent producer is a “sale in interstate commerce 
for resale.” It is also an integral part of “the production cr gathering of natural 
gas,”’ as Mr. Justice CLARK makes clear in his opinion, for it is the end phase of 
the producing and gathering process. So we must make a choice; and the choice 
is not an easy one. 

The legislative history is not helpful. Congress was concerned with interstate 
praia. not with independent producers, as the thoughtful Comment in 59 Yale 

1468 points out. If one can judge by the reports of the Federal Trade 
Commission that preceded the Act (S. Doc. No. 92, Pt. 84—A, 70th Cong., Ist 
Sess.), and the hearings and debates in Congress on the bills that evolved into 
the Act, little or no consideration was given to the need of regulating the sales 
by independent producers to the pipelines. The gap to be filled was. that exist- 
ing before the pipelines were brought under regulation—sales to distributors 
along the pipelines, as the opinion of Mr. Justice CLARK demonstrates. 

That was the view of the Commission in a decision that followed on the heels 
of the Act. Columbian Fuel Corp., 2 F. P. C. 200, 207. That decision exempted 
from regulation an independent producer to whom Phillips is in all material 
respects comparable. It was a decision made by men intimately familiar with 
the background and history of the Act—Leland Olds, Basil Manly, Claude L. 
Draper, and Clyde L. Seavey. One Commissioner, John W. Scott, dissented. 
That construction of the Act by the Commission has persisted from that time 
(see Billings Gas Co., 2 F. P. C. 288; The Fin-Ker Oil & Gas Production Co., 
6 F. P. C. 92; Tennessee Gas & Transmission Co., 6 F. P. C. 98) down to its 
decision in the present case. 10 F. P. C. 246. 

That construction by the Commission, especially since it was contemporaneous 
(United States v. American Trucking Assns., 310 U. 8S. 534, 539) and long contin- 
ued (Federal Power Commission v. Panhandle Eastern Pipe Line Co., 337 U. 5. 
498, 513), is entitled to great weight. Other obtuse questions no less legal in 
character than the terms “production or gathering’’ of gas have been entrusted 
to the administrative agency charged with the regulation. See Shields v. Utah 
Idaho Central R. Co., 305 U. 8.177; Sunshine Anthracite Coal Co. v. Adkins, 310 
U. S' 381; Gray v. Powell, 314 U. 8) 402. 

There are practical considerations which buttress that position and lead me to 
conclude that we should not reverse the Commission in the present case. If 
Phillips’ sales can be regulated, then the Commission can set a rate base for 
Phillips. A rate base for Phillips must of necessity include all of Phillips’ pro- 
ducing and gathering properties; and supervision over its operating expenses 
necessarily includes supervision over its producing and gathering expenses. We 
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held in Colorado Interstate Gas Co. v. Federal Power Commission, 324 U. 8. 581, 
that the Commission’s control extended that far in the case of an interstate 
pipeline company which owned producing and gathering properties. And so it 
had to be, if regulation of the pipelines that owned their own gas supplies was to be 
effective. But an understanding of what regulation entails should lead to a 
different result in this case. The fastening of rate regulation on this independent 
producer brings “the production or gathering of natural gas” under effective 
federal control, in spite of the fact that Congress has made that phase of the 
natural gas business exempt from regulation. The effect is certain to be profound. 
The price at which the independent producer can sell his gas determines the price 
he is able or willing to pay for it (if he buys from other wells). The sales price 
determines his profits. And his profits and the profits of all the other gatherers, 
whose gas moves into the interstate pipelines, have profound effects on the rate of 
production, the methods of production, the old wells that are continued in pro- 
duction, the new ones explored, ete. Regulating the price at which the independent 
producer can sell his gas regulates his business in the most vital way any business 
can be regulated. That regulation largely nullifies the exemption granted by 
Congress. 

There is much to be said in terms of policy for the position of Commissioner 
Scott, who dissented the first time the Commission ruled it had no jurisdiction over 
these sales. But the history and language of the Act are against it. If that 
ground is to be taken, the battle should be won in Congress, not here. Regulation 
of the business of producing and gathering natural gas involves considerations of 
which we know little and with which we are not competent to deal. 





SuPREME Court or THE UNrTep Stares 
Nos, 280, 281 and 418.—October Term, 1953. 
280 Pxruiips PeTroLteum ComPANY, PETITIONER, v. STATE OF WISCONSIN, BT AL. 
281 Srate or Texas, ET AL., PETITIONERS, v. STATE OF WISCONSIN, ET AL. 


418 Feprrat Power Commission, PETITIONER, v. STATE OF WISCONSIN, 
PuBLIC SERVICE COMMISSION OF WISCONSIN, ET AL. 


ON WRITS OF CERTIORARI TO THE UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA CIRCUIT. 


[June 7, 1954.] 


Mr. Justice Ciark, with whom Mr. Justice Burton concurs, dissenting. 

Perhaps Congress should have included control over the production and 
gathering of natural gas among the powers it gave the Federal Power Com- 
mission in the Natural Gas Act, but this Congress did not do. On the contrary, 
Congress provided that the Act ‘“‘shall not apply ... to the production or 
gathering of natural gas.”’ Language could not express a clearer command, but 
the majority renders this language almost entirely nugatory by holding that the 
rates charged by a wholly independent producer and gatherer may be regulated 
by the Federal Power Commission. Nor does the Court stop there, for in the 
sweep of the opinion ‘‘the rates of all wholesales of natural gas in interstate com- 
merce, whether by a pipeline company or not and whether occurring before, 
during, or after transmission by an interstate pipeline company” are covered 
under the Act. P.—-, supre. [Emphasis supplied.] On its face, this language 
brings every gas operator, from the smallest producer to the largest pipeline, 
under federal regulatory control. In so doing, the Court acts contrary to the 
intention of the Congress, the understanding of the states, and that of the Federal 
Power Commission itself. The Federal Power Commission is thereby thrust into 
the regul: tory domain traditionally reserved to the states. 

The natural gas industry, like ancient Gaul, is divided into three parts. These 
parts are production and gathering, interstate transmission by pipeline, and 
distribution to consumers by local distribution companies. A business unit 
may perform more than one of these functions—typically, production and 
gathering in addition to interstate transmission. But Phillips’ natural gas 
operations are confined exclusively to the first part—production and gathering. 
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It has no interstate transmission or high-pressure trunk lines and does not sell 
to distribution companies; and it does not, of course, distribute to the ultimate 
consumer. Its nine gathering systems merely bring the gas from its own and 
other producers’ wells to its central plants in the preducing fields so it can be 
rendered usable as fuel. Since there are no facilities for storage, the amount of 
gas, other than easinghead,! produced and gathered each day depends on the 
day-to-day demands of the interstate pipelines, whieh in turn depend on weather 
and other conditions in the consuming areas. Gas wells are cut on and off as 
the market demand for the gas requires. Gathering takes place by well pressure 
forcing the gas through numerous small pipes connecting each well with the 
central gathering plant or processing station. It is there that the gas first comes 
to a common “header” and is processed for use as fuel. The processing of the 
gas at this central gathering plant is necessary to remove hydrocarbons, hydrogen 
sulphide and other foreign elements in order to permit its use as fuel. The plant 
operates only while the wells are producing. All of Phillips’ operations, including 
the acreage from which the wells produce the gas, the wells themselves, the lines 
that connect with each of them and run to the central plant, form a closely knit 
unit that is entirely local to the field involved. After processing, the gas is 
immediately delivered to the interstate pipelines under long-term sales contracts. 

The Commission found that “{t]hough technically consummated in interstate 
commerce, these sales [by Phillips to the pipelines] are made ‘during the course of 
production and gathering,’’’ and that the sales ‘“‘are so closely connected with 
the local incidents of [production and gathering] as to render rate regulation by 
this Commission inconsistent or a substantial interference with the exercise by 
the affected States of their regulatory functions.’’ We believe that this finding 
is}correct and that it should be approved by the Court. 

If there be any doubt that Congress thought the “production and gathering”’ 
exemption saved Phillips’ sales from Federal Power Commission regulation, the 
Act’s legislative history removes it. The Solicitor of the Commission, Mr. 
Dozier DeVane, at hearings in connection with a predecessor of the bill that 
finally became the Natural Gas Act, testified that the Federal Power Commission 
would have no jurisdiction over the rates for natural gas “that are paid in the 
gathering field.’ Hearings before Subcommittee of Committee on Interstate 
and Foreign Commerce on H. R. 11662, 74th Cong., 2d Sess., p. 28 (1937). The 
bill, he said, “does not attempt to regulate the gathering rates or the gathering 
business.”” Jd., 34. See also, id., 42-43. The bill about which Mr. DeVane 
testified has been described as ‘‘substantially similar to the Natural Gas Act,”’ 
and his views have been treated as authoritative by this Court. Federal Power 
Commission v. Panhandle Eastern Pipe Line Co., 337 U. 8. 498, 505, n. 7 (1949) 
See also Federal Power Commission v. East Ohio Gas Co., 338 U.S. 464, 472, n. 12 
(1950). In the face of this as well as the Federal Power Commission’s adherence 
to the DeVane views ever since its first cases on the subject, Columbian Fuel Corp., 
2 F. P. C. 200 (1940), Billings Gas Co., 2 F. P. C. 288 (1940), and in the absence 
of any specific matter in the Act’s legislative history refuting the DeVane views, 
the Court today erroneously finds that ““DeVane’s testimony has little relevance 
here.” P.——, n. 9, supra. 

There is no dispute that Congress intended the Natural Gas Act to close the 
“gap” created by decisions of this Court barring state regulation of certain inter- 
state gas sales. The legislative history of the Act refers to two decisjons. Mis- 
sourt v. Kansas Natural Gas Co., 265 U. S. 298 (1924); Public Utilities Commission 
v. Attleboro Steam & Electric Co., 273 U.S. 83 (1927). See H. R. Rep. No. 709, 75th 
Cong., Ist Sess., pp. 1-2 (1937). But these cases had nothing to do with sales to 
interestate pipelines by wholly independent, unintegrated, and unaffiliated 
producers and gatherers, such as Phillips. Neither of the companies involved in 
those cases was engaged exclusively in production and gathering; both were 
producing and transportation ‘companies, Kansas of natural gas, Attleboro of 
electricity ; both Kansas and Attleboro sold to distributing companies in the course 
of interstate transmission. Thus, when the House Report, id., 1-2, expressed the 
Act’s aim to regulate wholesales such as “sales by producing companies to dis- 
tributing companies,’’ and immediately thereafter cited the Kansas and Attleboro 
cases, the Report’s unmistakable reference was to sales by an integrated “‘producer- 





1 Casinghead gas is produced with oil and furnishes the pressure under which the latter is brought to the 
surface. The gas cannot be shut off without closing down the oil production and it therefore is produced, 
regardless of demand, since the primary recovery is oi]. If there are no available purchasers the gas is 
flared (burned). In some fields as much as one-third of the casinghead gas is still flared since no market 
is immediately available. Sound conservation practice dictates that, whenever possible, casinghead gas 
be used to satisfy demand before natural gas wells are turned on. 
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pipeline” to the local distributor. It could not refer to an independent producer 
and gatherer because, first, such an independent never sells to local distributors 
and, secondly, the two cited cases do not support a reference to such independents. 
That Congress aimed at abuses resulting in the “‘gap” at the end of the transmis- 
sion process by integrated and unintegrated pipelines and not at abuses prior to 
transmission is clear from the final report of the Federal Trade Commission to the 
Senate on malpractices in the natural gas industry. 5S. Doc. No. 92, 70th Cong., 
Ist Sess. (1935). This report was the stimulus for Federal intervention in the 
industry. The Federal Trade Commission outlined the abuses in the industry 
which the “gap” made the states powerless to prevent; the abuses were by monopo- 
listically situated pipelines which gouged the consumer by charging local distribu- 
tion companies unreasonable rates. The Federal Trade Commission did not find 
abusive pricing by independent producers and gatherers; if anything, the inde- 
pendents at the producing end of the pipelines were likewise the victims of 
monopolistic practices by the pipelines. 

And our decisions have certainly indicated that the ‘‘gap’’ was at the distribu- 
tion end of the transmission process. Thus, in Federal Power Commission v. 
Hope Natural Gas Co., 320 U. 8. 591 (1944), the Court observed that “the Federal 
Power Commission was given no authority over ‘the production or gathering of 
natural gas’ ’’ and that the producing states had the power ‘“‘to protect the interests 
of those who sell their gas to the interstate operator.”’” Jd., 612-613, 614. [Em- 
phasis supplied.] Five years later, in Federal Power Commission v. Panhandle 
Eastern Pipe Line Co., supra, the Court said its approval of the Commission’s 
inclusion of the cost of production and gathering facilities of an interstate pipe- 
line in the latter’s rate base “is not a precedent for regulation of any part of pro- 
duction or marketing.” 337 U.S., at 506. 

By todav’s decision, the Court restricts the phrase “production and gathering’ 
to “the physical activities, facilities, and properties” used in production and 
gathering. Such a gloss strips the words of their substance. If the Congress so 
intended, then it left for state regulation only a mass of emptv pipe, vacant 
processing plants and thousands of hollow wells with scarecrow derricks, monu- 
ments to this new extension of federal power. It was not so understood. The 
states have been for over 35 vears and are now enforcing regulatory laws co” ering 
production and gathering, including pricing, proration of gas, ratable taking, 
unitization of fields, processing of casinghead gas including priority over other 
gases, well spacing, repressuring, abandonment of wells, marginal area develop- 
ment, and other devices. Evervone is fully aware of the direct relationship of 
price and conservation. Federal Power Commission v. Panhandle Eastern Pipe 
Line Co., supra, at 507. And the power of the states to regulate the nroducer’s 
and gatherer’s prices has been upheld in this Court. Cities Service Gas Co. v. 
Peerless Oil & Gas Co., 340 U.S. 179 (1950), Phillips Petroleum Co. v. Oklahoma, 
340 U.S. 190 (1950). There can be no doubt, as the Commission has found, that 
federal regulation of production and gathering will collide and substantially 
interfere with and hinder the enforcement of these state regulatory measures. 
We cannot square this result with the House Report on this Act which states 
that the subsequently enacted bill “is so drawn as to comnlement and in no 
manner usurp State regulatory authority.’ H.R. Pen. No. 709, svnmra, at 9 

The majoritv rely heavily on Interstate Natural Gas Co. v. Federal Power 
Commission, 331 U. 8. 682 (1947), to support their position. To be sure, there is 
language in that case which on its face seems to govern the present case. /d., 
692-693. But that case involved a materially different fact situation. The 
Interstate Gas Company was already subject to Federal Power Commission 
jurisdiction because of its interstate pipeline operations; and the company was 
affiliated with one of the pipelines to which it sold. In addition, the Court 
emphasized the fact that in Interstate no claim to state regulatory authority was 
made. Indeed, the Interstate Company had successfully resisted state attempts to 
regulate. Hence there was no possibility of conflict in that case; either the 
Federal Power Commission moved in cr: Interstate would have remained 
unregulated. But perhaps a more significant factual distinction in terms of the 
Court’s reasoning in that case rests in the fact that of the total volume of gas 
Interstate sold, roughly 42 percent had been purchased from others who had 
produced and gathered it. This 42 percent was almost enough to supply all the 
needs of the three interstate pipelines to which Interstate sold. And the 42 percent, 
already gathered and processed, moved into and through Interstate’s branch, 
trunk, and main trunk lines. In short, Interstate was the equivalent of a middle- 
man between gatherers and the pipelines for almost all the gas it sold to the 
pipelines and performed the function of transporting the gas it purchased from 
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other gatherers through its branch, trunk, and main trunk lines. Phillips 

erforms no such middleman or transmission function. In addition, the late Chief 

ustice Vinson in that case specifically stated that: ‘““We express no opinion as 
to the validity of the jurisdictional tests employed by the Commission in these 
cases [Columbian and Billings, supraj.” 331 U. S., at 690-691, n. 18. Since it 
was in those cases that the Federal Power Commission established the policy of 
declining jurisdiction over the rates charged by wholly independent producers 
and gatherers, it is difficult to see how Interstate can control the present case. 

If we look to Jnterstate for guidance, we would do better to focus on the follow- 
ing words of the late Chief Justice: 

“Clearly, among the powers thus reserved to the States is the power to 
regulate the physical production and gathering of natural gas in the interests 
of conservation or of any other consideration of legitimate local concern. 
It was the intention of Congress to give the States full freedom in these 
matters. Thus, where sales, though technically consummated in interstate 
commerce, are made during the course of production and gathering and are 
so closely connected with the local incidents of that process as to render rate 
regulation by the Federal Power Commission inconsistent or a substantial 
interference with the exercise by the State of its regulatory functions, the 
jurisdiction of the Federal Power Commission does not attach.” 331 U.5., 
at 690. 
Even a cursory examination of Phillips’ operations reveals how completely local 
they are and how incidental to them are its sales to the pipelines. Moreover, 
federal regulation of these sales means an inevitable clash with a complex of 
state regulatory action, including minimum pricing. These were matters found 
by the Federal Power Commission in language obviously patterned after the above 
quotation. The clear import of the cited words is that Federal Power Commission 
jurisdiction “does not attach” in such a situation. 

In the words of Mr. Justice Jackson, we believe ‘“‘that observance of good 
faith with the states requires that we interpret this Act as it was represented at 
the time they urged its enactment, as its terms read, and as we have, until today, 
declared it, viz., to supplement but not to supplant state regulation.” Federal 
Power Commission v. East Ohio Gas Co., supra, at 490. 
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SEPARATE MAJORITY VIEWS 


While we concur with the majority of the committee that H. R. 
6645 should be enacted, we feel that the problem which needs to be 
resolved could have been met solely by the enactment of the language 
which comprises section 2 of the bill. The problem giving rise to 
the need for the legislation has come about by the decision of the 
Supreme Court in the Phillips case, as is set forth in the majority 
report. Section 2, of itself, answers the difficulty arising from the 
Phillips decision. 

We feel that the decision of the Supreme Court in the case of 
Phillips Petroleum Company v. the State of Wisconsin, if permitted to 
stand unchallenged, conceivably could form the precedent for Federal 
invasion of every field of private enterprise now under the exclusive 
jurisdiction of the several States. 

We look upon this decision as a dangerous departure from the 
basic principles supporting the dual sovereignty form of government, 
and a policy which in the hands of some irresponsible court might 
serve in the future as the instrument to be used in the dissolution 
of State lines and the concentration of governmental powers in the 
Federal Government. We recognize the proven fact that the key to 
totalitarianism and its attendant loss of individual freedoms and rights 
is a strong central government. 

We believe that the highly competitive conditions existing today in 
the natural-gas producing industry have not been shown to be such 
that Federal regulation as proposed in section 3 is necessary further 
to protect the consumer. Such proposed and unneeded regulation, 
like the effect of the Phillips decision, creates a serious jeopardy to 
free enterprise, gives additional impetus to centralization of govern- 
ment, and constitutes flagrant violation of States rights. 

Joun Betit WILLIAMS, 
Member of Congress. 
Wattrer RoGers, 
Member of Congress. 
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MINORITY REPORT 


GENERAL CONSIDERATIONS 


In the opinion of the undersigned the amendments to the Natural 
Gas Act of 1938 are not in the public interest since they will scuttle 
Federal Power Commission jurisdiction over sales for resale in inter- 
state commerce by so-called independent producers and gatherers. 
Our conclusion is that the other major fallacy in the amendments is 
the usage of the criterion of “reasonable market price’’ for natural 
gas as in our view this means no regulation at all. It is, in fact, a 
disguised “‘back-door’”’ surrender of regulatory control to the producers 
themselves. What is put forward as regulation becomes, upon 
analysis, an adoption of the very principles of no regulation which 
the Harris bill, as originally introduced, openly espoused. Herein 
we detail our reasons for this conclusion. 

The avowed purpose of the amendments is to specifically overrule 
the recent Supreme Court decision in the case of Phillips Petroleum 
Company v. State of Wisconsin, City of Detroit et al. (347 U.S. 672). 
The Phillips decision held that the Federal Power Commission has 
jurisdiction over the rates to be charged by these producers in the 
field. The case merely reaffirmed the congressional intent which was 
to close the so-called “gap” or hiatus in regulation which existed 
between the inability of States to regulate any sales in interstate 
commerce and ile lack of a Federal law.! 

Under the doctrines of Missouri v. Kansas Natural Gas Co. (265 
U. S. 298), and Public Utilities Commission v. Attleboro Steam and 
Electrie Co. (273 U.S. 83), and States are constitutionally unable to 
protect consumers by regulating any sales in interstate commerce. 

It was ‘“‘* * * to fill the gap in regulation that now exists by reason 
of the lack of authority of the State commission” that the Natural 
Gas Act of 1938 was passed. (See H. R. 709, 75th Cong., Ist sess., 
p. 3.) 

This fact was recognized by the Supreme Court not only in the 
recent case of Phillips Petroleum Co. v. State of Wisconsin, City of 
Detroit et al. (347 U. S. 672), but in the much earlier case of Interstate 
Natural Gas Co. v. Federal Power Commission (331 U. S. 682, 690), 
wherein the Court said: 

In denying the Federal Power Commission jurisdiction to regulate the produc- 
tion or gathering of natural gas, it was not the purpose of the Congress to free 
companies such as petitioner from effective public control. The purpose of the 
restriction was, rather, to preserve to the States powers of regulation in areas in 
which the States are constitutionally competent to act * * *, 

Since the States may not constitutionally regulate sales in interstate 
commerce for resale, it is clear that the purpose of Congress in adopt- 
ing the Natural Gas Act of 1938 was to confer jurisdiction upon FPC 
1 See majority opinion of Supreme Court, appendix LV of majority report of this committee. 
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over any such sales transactions. As the congressional report also 
said: 

The basic purpose of the present legislation is to occupy this field in which the 
Supreme Court has held that the States may not act CH R. 709, S. Rept. 1162, 
75th Cong., Ist sess., p. 3). 

The Harris bill reopens that gap and places consumers at the mercy 
of these unregulated producers. Surely, this is not in keeping with 
the admonition of the Supreme Court that: 

The primary aim of this legislation was to protect consumers against exploita- 
tion at the hands of natural-gas companies (Federal Power Commission v. Hope 
Natural Gas Co., 320 U. 8S. 591, 610). 

The testimony presented in hearings shows that there has been an 
increase of about 100 percent for gas purchased from producers in the 
field. It also shows that in many areas of the United States gas has 
reached a price level where it is in competition with other fuels for 
industrial and space-heating business. No further increases are pos- 
sible without loss of business. Thus, any price increase to distributing 
companies must be added to the residential and house-heating cus- 
tomers which are in competition with oil and electricity since the 
industrial load factor decline will result in new-cost allocations and 
these rates will be increased accordingly. Therefore, regulation of 
the rate charged at the wellhead is a sine qua non for adequate 
protection of consumers. 

The other main amendment to the act requires the Federal Power 
Commission to determine that only the ‘“‘reasonable market price’’ is 
paid producers in the field and also allows the “reasonable market 
price’ for gas which a pipeline produces itself or purchases from an 
affiliate. This is effectively no regulation at all since FPC will not 
only be giving the highest price obtainable to a producer but also will 
permit pipeline companies to ‘write up’ their owned reserves to an 
exorbitant level. The usage of this ‘‘field price’ will result in millions 
of dollars being charged the ratepayers. A more complete discussion 
of this principle follows. 


EXEMPTION OF INDEPENDENT PRODUCERS, PIPELINE COMPANIES AND 
AFFILIATES 


Section 2 of the Natural Gas Act of 1938 is amended by adding 
definitions to subsections 10 and 11 which govern transportation of 
natural gas in interstate commerce and sale of natural gas in inter- 
state commerce for resale. This results in excluding Federal Power 
Commission jurisdiction over sales of natural gas in interstate com- 
merce by an independent producer to a pipeline company; or by one 
pipeline company to another pipeline company. As_ previously 
pointed out, this will renew the hiatus existing previous to the passage 
of the act in 1938. No State can constitutionally regulate these sales 
as they are in interstate commerce. Since the Federal Government 
will have abdicated its prerogative of regulation the consumers will 
be without any body whatsoever to turn to for protection, That 
such protection is needed is evidenced by the example that 2 com- 
panies, Phillips Petroleum Co. and Humble Oil Co. alone own 34 
trillion cubie feet of natural gas or one-sixth of all the gas reserves 
of the entire industry in the United States. Each increase of 5 cents 
per thousand cubic feet added to field prices increases the value of 
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their combined reserves by a fantastic amount. Multiply this by the 
few other remaining companies which control the preponderance of 
this exhaustible natural resource and the need for re; gulation to 
protect the ultimate consumer is apparent. The record is replete 
with similar examples of the monopolistic characteristics of the 
industry. 

The natural-gas industry has expanded incredibly in the past decade. 
It has sold the population upon the advantages of the use of this fuel 
for cooking, home heating, ete. They have now become wholly 
dependent upon it by having converted their furnaces and stoves to 
the use of gas. 

Sixty million consumers have thus been made dependent upon this 
industry for a warm meal or a warm house. They cannot change their 
supplier of gas as one can with coal or oil—they are wedded to their 
source of supply and are at the mercy of that supplier. Since this is 
the case, Congress is certainly remiss in its duty by effectively repealing 
its previous finding that— 
it is hereby declared that the business of transporting and setting natural eas for 
ultimate distribution to the public is affected with a public interest (Natura! 
Gas Act of 1988, sec. 1 (a)). 

This statement is truer and more apposite today than it was in 1938 
when Congress passed this very act—which now is attempted to be 
emasculated. We therefore cannot agree with the majority that a 
wellhead sale—the initial sale which begins the first link in the chain 
of the rate which is ultimately charged the consumer—should be 
wholly unregulated and subject only to the vagaries and control of 
monopolistic producers. 


MISLEADING, ILLUSORY LANGUAGE OF ‘“‘REASONABLE MARKET PRICE” 
WILL RESULT IN RATE INCREASES TO CONSUMERS 


The new subsections (b), (c), and (f) of section 5 have been errone- 
ously termed, by the majority, a means of regulating prices charged 
by producers in the field. Closer scrutiny, however, reveals an en- 
tirely different situation. 

The amendments specify “reasonable market price” as the standard 
to be used by the Commission in passing upon prices paid by natural- 
gas companies to producers under new and renegotiated contracts, 
under escalation clauses in contracts and for gas purchased from an 
affiliate or produced by a natural-gas company. In ‘essence this 
requires the FPC to use the field price or “weighted average price” 
of gas sold in a particular field or fields. It is nothing more than the 
highest available price and that price which the market will bear. 
This will be a constantly fluctuating price with no consistent standard 
of reasonableness —it is not realistic as it represents no actual outlay 
it constitutes the impact of consumer demand on a limited supply of 
an exhaustible natural resource. The cost of production for the gas 
and other necessary criteria which should enter into the determination 
of a “just and reasonable” price under reliable rate regulations are 
ignored. All the FPC caa do—in fact what it must do—is ascertain 
whether the price charged is in line with all the other prices in the 
field’ This is no regulation whatsoever. The evidetiee upon-which 
this is based would perforce come from the parties themselves and the 
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difficulties which would be encountered in attempting to disprove 
such evidence are practically insurmountable. 

The language requiring FPC to utilize a ‘‘reasonable market price’”’ 
for produced gas of a pipeline company owned by it or by an affiliate 
is perhaps the most inequitable and the largest congressional “give- 
away” of the entire bill. 

This permits companies to receive a field price for gas which it owns 
and produces itself. This is, of course, an entirely fictitious price for it 
does not actually pay this price at all. The FPC merely allows this 
field price as though it were being paid. The FPC recently rendered 
a decision In the Matter of Panhandle Eastern Pipeline Company (F PC 
Gpirion No. 269) wherein this very principle was espoused. It is 
presently on appeal to the United States Court of Appeals for the 
District of Columbia Circuit. As a direct result of this case, there is 
presently pending before the FPC rate increases for only 6 companies 
which involve $20 million or more according to the statistics placed in 
this record by the FPC itself. Congress should not legislatively grant 
these pipelines such stupendous ‘‘windfall”’ profits. 

A single glaring example of the results of this method is shown by the 
present Colorado Interstate Gas Company case, Docket No. G—2260, 
2576, presently pending before the FPC, and referred to in testimony 
at the hearings by the mayor of Denver, Colo. Therein, the cost of 
production of the gas owned and produced by Colorado Interstate, 
including a return on investment, is only 1.92 cents per thousand 
cubic feet. However, the company, under the Panhandle “field price” 
theory, is claiming a price of 9.19 cents per thousand cubic feet. If 
this fictitious “writeup” of the value of their gas is allowed, this one 
company will receive from the ratepavers an extra $9 million annually. 
This provision in the Harris bill will legalize the field-price principle 
espoused in the Panhandle decision and permit these companies to 
“writeup” the value of their gas to staggering levels. 

Another compelling consideration against the use of this field-price 
method is the fact that rate payers through the years have paid for all 
dry holes, well-drilling expenses, etce., which were incurred by the com- 
pany, plus paying a rate of return on the production properties which 
were put into the rate base. This ‘‘field price’? method completely 
disregards this fact—since all the production properties are removed 
from the company’s rate base and the consumers, who have shouldered 
these expenses over the years, receive no credit whatever for them. 
In the Panhandle decision the amount paid for dry holes, ete., was 
over $7 million. A regulatory method which has this result certainly 
cannot set rates which are “just and reasonable” and which will pro- 
tect the ultimate consumers. This is not a compromise to protect 
captive consumers but an abject surrender. ‘The estimates at the 
hearings of the yearly cost to consumers of such a surrender ranged 
upward to $800 million per year. ‘The creation of such a possibility 
is one to which we cannot consent. 


“PSCALATOR’ CLAUSE REGULATION IMPROPER AND INEFFECTIVE 


Under new subsections 5 (d) and (e) the Federal Power Commission 
is granted the power to pass upon any price increases which are based 
upon an escalator clause in a contract. Should the price increase be 
determined not to be the “reasonable market price’’ then the pipeline 
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company is ostensibly relieved from the duty of paying this difference 
to the producer. This provision is, of course, patently unconsti- 
tutional. 

As already pointed out above, the only reason the Congress or the 
Federal Power Commission is constitutionally capable of regulating 
these transactions between producers and pipeline companies is the 
fact that they are transactions in interstate commerce. Since Congress 
in section 1 of the act has designated the transactions between pro- 
ducers and pipeline companies as not being transactions in interstate 
commerce the regulation by Congress of such transactions is no longer 
possible. Therefore, the section which permits a pipeline company 
to disregard any part of a price paid in a valid contract between it and 
a producer is absolutely worthless. Congress cannot exempt producers 
from regulation in one section of the act and then regulate the price 
which they are to receive by another section. 

Even should the FPC find that the price charged by the producer 
to the pipeline was not the “reasonable market price” the amendment 
which ostensibly permits the FPC to disallow to the pipeline company 
the difference in price between the FPC finding of what price was 
reasonable and that actually being charged the ‘pipeline company is 
of doubtful legality. 

All rate-regulatory principles demand that a utility, among other 
things, receive its operating costs plus a reasonable rate of return on 
its investment—otherwise there is a confiscation and a denial of due 
process. Thus, to disallow a price set forth in a valid subsisting con- 
tract between the pipeline and the producer and have the pipeline 
pay a price for gas to the producer which is more than it is actually 
being given credit for by the regulatory body in the form of rates 
definitely borders on confiscation and will undoubtedly be stricken by 
the courts. 

Further, since at the outset of the amendments the producers have 
been completely relieved of any FPC jurisdiction there is no efficacious 
means at the disposal of the FPC to force the producer to accept any 
price which it sets. 

Under the Harris bill the FPC is to determine whether any price 
increase which is the result of an escalation clause conforms | io the 

“reasonable market price’ standard. The defect present in the usage 
of this criterion have been adequately covered previously and no more 
need be said concerning them. By using this field-price theory the 
inherent evil which lies in the usage of all escalation clauses has not 
been overcome. The “field-price’? usage coupled with escalation 
clauses is built-in inflation. As field prices increase, escalation clauses 
are automatically invoked and prices rise to meet the increased field 
price. Any new contract is bound to be entered into at a price above 
the going rate in the field. This will result in the ‘field price’’ being 
increased and the escalator clause coming into play. Thus, as the 
purchase price rises, existing contract prices escalate to meet it; as 
existing contracts escalate, the asking price for purchased gas rises, 
ad infinitum. The potentialities of this procedure are frightening to 
contemplate. 

Indeed, Congress has failed to extirpate this evil from the industry 
and the ratepayer will continue to be burdened by these inequitable, 
vicious and inflationary clauses. 
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CONCLUSIONS AND RECOMMENDATIONS 


For the foregoing reasons we believe that the Harris bill (H. R. 6645) 
is not in the public interest since it will result in higher rates to the 
ultimate consumer. The Congress, in passing the Natural Gas Act 
of 1938, regulated transportation of natural gas in interstate commerce 
and sales for resale in interstate commerce. The Supreme Court in 
the Phillips decision has reiterated this position. Therefore, the 
Harris bill, which seeks to overturn the congressional mandate by 
exempting producers and gatherers from regulation, should not be 
written into law. It is our belief that the law as presently written 
will afford the protection to the millions of ultimate consumers who, 
since they cannot protect themselves, must look to the Congress to do 
so. We therefore recommend no changes or amendments whatever to 
the Natural Gas Act of 1938. 

Respectfully submitted. 

Arruur G. Kier. 
Witiram T. GRANAHAN. 
Kennetu A. Rosperts. 
IsaporRE DOLLINGER. 
SAMUEL N. FRIEDEL. 
Joun James Friynt, Jr. 
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ADDITIONAL MINORITY REPORT 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 6645) to amend the Natural Gas Act, as 
amended, having considered the same, reported favorably thereon 
without amendment by a vote of 16 to 15. The closeness of the vote 
should make it obvious to all that there is grave doubt as to the 
wisdom of the proposed amendment. 


GENERAL CONSIDERATIONS 


In the opinion of the undersigned the amendments to the Natural 
Gas Act of 1938 are not in the public interest since they will scuttle 
Federal Power Commission jurisdiction over sales for resale in inter- 
state commerce by so-called independent producers and gatherers 
Our conclusion is that the other major fallacy in the amendments is 
the usage of the criterion of “reasonable market price’? for natural! 
gase as in our view this means no regulation at all. It ia, in fact, a 
disguised “back door” surrender of regulatory control to the producers 
themselves. What is put forward as regulation becomes, upon analy- 
sis, an adoption of the very principles of no regulation which the 
Harris bill, as originally introduced, openly espoused. Herein we 
detail our reasons for this conclusion. 

The avowed purpose of the amendments is to specifically overrule 
the recent Supreme Court decision in the case of Phillips Petroleun 
Company v. State of Wisconsin, City of Detroit, et al. (347 U.S. 672). 
The Phillips decision held that the Federal Power Commission has 
jurisdiction over the rates to be charged by these producers in the 
field. ‘The case merely reaffirmed the congressional intent which was 
to close the so-called “gap” or hiatus in regulation which existed 
between the inability of States to regulate any sales in interstate 
commerce and the lack of a Federal law.! 

Under the doctrines of AMfissouri v. Kansas Natural Cas Co. (265 
U. S. 298) and Public Utilities Commission v. Attleboro Steam and 
Electric Co., (273 U.S. 83), States are constitutionally unable to 
protect consumers by regulating any sales in interstate commerce. 

It was ‘“‘* * * to fill the gap in regulation that now exists by reason 
of the lack of authority of the State commission” that the Natural 
Gas Act of 1938 was passed. (See H. R. 709, 75th Cong., Ist sess., 
p. 3.) 

This fact was recognized by the Supreme Court not only in the 
recent case of Phillips Petroleum Co. v. State of Wisconsin, City of 
Detroit, et al. (347 U.S. 672) but in the much earlier case of Interstat 
Natural Gas Co. v. Federal Power Commission (331 U.S. 682, 690), 
wherein the Court said: 

In denying the Federal Power Commission jurisdiction to regulate the produc 
tion or gathering of natural gas, it was not the purpose of the Congress to free 





! See majority opinion of Supreme Court, appendix IV of majority report of this committee. 
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companies such as petitioner from effective public control. The purpose of the 
restriction was, rather, to preserve to the States powers of regulation in areas in 
which the States are constitutionally competent to act * * * 

Since the States may not constitutionally regulate sales in interstate 
commerce for resale, it is clear that the purpose of Congress in adopting 
the Natural Gas Act of 1938 was to confer jurisdiction upon FPC 
over any such sales transactions. As the congressional report also 
said: 

The basic purpose of the present legislation is to occupy. this field in which the 
Supreme Court has held that the States may not act (H. R. 709, S. Rept. 1162, 
75th Cong., Ist sess., p. 3). 

The Harris bill reopens that gap and places consumers at the mercy 
of these unregulated producers. Surely, this is not in keeping with 
the admonition of the Supreme Court that: 

The primary aim of this legislation was to protect consumers against exploita- 
tion at the hands of natural gas companies (Federal Power Commission v. Hope 
Natural Gas Co., 320 U.S. 591, 610). 

The bill as reported by the Committee on Interstate and Foreign 
Commerce violates and destroys the basic purpose and the declared 
policy of the Natural Gas Act passed in 1938. The reading of section 1 
(a) of that act leaves no doubt as to this. It reads as follows: 


NECESSITY FOR REGULATION OF NATURAL-GAS COMPANIES 


Section 1. (a) As disclosed in reports of the Federal Trade Commission made 
pursuant to Senate Resolution 83 (Seventieth Congress, first session) and other 
reports made pursuant to the authority of Congress, it is hereby declared that the 
business of transporting and selling natural gas for ultimate distribution to the 
publie is affected with a public interest, and that Federal regulation in matters 
relating to the transoortation of natural gas and the sale thereof in interstate and 
foreign commerce is necessary in the publie interest. 

The Supreme Court in its decision in the Phillips Petroleum case 
upholds the above policy in these words: 

Regulation of the sales in interstate commerce for resale made by a so-called 
independent natural gas producer is rot essentially different from regulation of 
such sales when made by an affiliate of an interstate piceline company. In 
both cases, the rates charged may have a direct and substantial effeet on the price 
paid by the ultimate consumer. Protection of consumers against exploitation 
at the hands of the naturai gas companies was the “‘primary aim’’ of the Natural 
Gas Act. 

The above demonstrates that the following ere essential elements 
to be considered if the policy of the Natural Gas Act, as interpreted 
by the Supreme Court, is to remain as a protection of the public 
interest. 

This is a business affected with public interest. 

It is in interstate commerce and hence affected with Federal 
responsibility. 

Congress established the Federal Power Commission to regulate 
the business. 

The Supreme Court has upheld Federal Power Commission’s 
authority to regulate the business. 


WHAT H. R. 6645 PURPORTS TO DO 


Sections 1 and 2 of H. R. 6645 exempt producers of natural gas from 
Federal regulation. Sales by producers of gas to interstate pipelines 
are declared not to be in interstate commerce. Prices in such trans- 
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actions are exempt from direct regulation by the Federal Power 
Commission. 

This is the first, and controlling, purpose of H. R. 6645. 

In section 3 of H. R. 6645, however, the purpose of the majority 
purports to be to reestablish control over such prices by the imposition 
of an indirect regulation. Later we shall discuss the dubious legality 
of this effort, and we shall spell out how ineffective, even if found by 
the courts to be legal, the indirect regulation prescribed by section 3 
will be as a protection of consumers against extortionate increases in 
the price of natural gas. 

At this point we wish merely to point out the self-contained evidence 
within the bill itself that its purpose is not to accomplish what its 
proponents say it will accomplish. 

H. R. 6645 cannot be designed to accomplish effective regulation 
of producers’ prices of natural gas. It first exempts producers from 
regulation and then substitutes new and untried and, as we shall show, 
highly questionable, devices of indirect regulation. 

It cannot be intended by the majority that this new and elaborate 
device of indirect regulation shall be as effective as direct regulation 
under the Natural Gas Act as written. For if that were the majority’s 
intent, it would leave the act to apply to producers’ sales of gas 
exactly as the Supreme Court has several times said that it applies, 
and as was intended by Congress when it passed the Natural Gas Act. 

Examination of the diverse purposes of H. R. 6645— its flat exemp- 
tion of producers’ prices from Federal control followed by its round- 
about devices for imposing indirect controls—can lead only to one 
conclusion: H. R. 6645 is designed to substitute for direct and effec- 
tive control of the price of natural gas an indirect and ineffective con- 
trol over the price of natural gas. 

How else are we to explain the curious exemption from and the 
purported recapture of producers’ prices as an object of Federal 
regulation? 

It may be argued that the purpose of the bill is to exept natural- 
gas producers from some of the regulatory requirements that might be 
imposed upon them under the Natural Gas Act. These include. for 
example, the requirement that before making sales in interstate co- 
merce they apply for and obtain from the Federal Power Commission 
certificates of public convenience and necessity, and the requirement 
that they be subject to Commission orders to extend and provide serv- 
ice as the public interest may require. 

We would not maintain that these provisions of the Natural Gas Act 
are necessarily applicable to producers of natural gas. It may be 
that such provisions are not essential to an effective regulation of the 
prices at which producers sell gas in interstate commerce. 

But we are convinced that this is not the explanation of the curious 
out-again-in-again treatment which H. R. 6645 affords producer prices 
of natural gas. Had that been all that was intended, it could have 
been accomplished quite readily by simple arendrents to the Natura! 
Gas Act—a quick and easy remedy which the proponents of this bill 
did not bring to your committee. 

We reiterate, therefore, that the real, if not confessed, purpese of 
H. R. 6645 is to remove producers’ prices of natural gas from effec- 
tive regulation and to deprive the consuming public of this protection. 
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This being the purpose of the bill, it could have been more briefly 
accomplished by sections 1 and 2 of the bill exempting producers from 
regulation. This would have been a more comprehensible form in 
which to submit to the approval of the House the purpose which the 
bill is intended to promote. 

Indeed, we would have preferred a simple declaration that upon 
approval of both Houses of Congress and the signature of the Presi- 
dent the Natural Gas Act of 1938, as amended, be repealed. That is 
what this bill achieves. We would rather the Congress. have oppor- 
tunity to vote explicitly on the issue so stated than to be asked to 
discover within the involved cireumlocutions of H. R. 6645 that it 
comes out to the same result—destruction of Federal control over the 
prices the public pays for natural gas. 


THE BASIC ISSUE 


The announced purposes of H. R. 6645 are to exempt producers 
and gatherers of natural gas from direct regulation by the Federal 
Power Commission, and at the same time, to protect consumers from 
excessive increases in the cost of gas which might result by reason of 
such exemption. But the majority report nowhere comes to grips 
with the basic issue with which Congress is here confronted. That 
issue is whether it is necessary in the public interest to continue the 
power of the Federal Power Commission to regulate the prices charged 
for sales of natural gas in interstate commerce by producers and 
gatherers. The majority report assumes that the desirability of 
exempting such sales from regulation has already been decided. In 
fact, however, the voluminous testimony which has been given during 
the course of the recent hearings before this committee has convinced 
us that the Federal Power Commission must retain—and commence 
the exercise of—power to regulate such sales if the announced pur- 
pose of the Natural Gas Act, to protect consumers from excessive 
charges is to be fulfilled. 


BACKGROUND OF THE PROBLEM 


Any meaningful analysis of the issue with which Congress is here 
confronted requires an understanding of the growth of the natural-gas 
industry. Originally it was a local enterprise susceptible to local or 
State regulation, but in the 3d and 4th decades of the 20th century, 
with the improvement in the technique of long-distance transmission 
of natural gas, the discovery of reserves of sufficient magnitude to 
warrant substantial investment in interstate transmission pipelines, 
and the conversion of local distribution facilities from the use of manu- 
factured to the natural gas, the natural-gas business gradually changed 
from one of purely local, or at the most, statewide significance, to 
one of great national consequence upon which 60 million consumers 
and numerous industries depended for their fuel requirements. 
Natural gas, which was once largely a wasted byproduct in man’s 
search for oil, assumed an even more important role in the national 
economy. Where once it was flared at the wellhead becaus- it had 
no utility to the producer except for limited local purposes, it now 
began to acquire an intrinsic value for its own sake. Interstate pipe- 
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lines began to stretch from the producing areas across the country. 
By 1938, the natural-gas industry had come of age. 

In that year Congress passed the Natural Gas Act. It did so 
because it had become clearly apparent by that time that Federal 
control of the natural-gas industry had beeome necessary to secure 
reasonable rates for natural gas in the consuming areas. For, as the 
industry had grown, all attempts at effective regulation of the charges 
for gas at the city gate to distributing utilities had failed because of 
constitutional inhibitions in the power of the States to deal with such 
sales: Missouri v. Kansas Natural Gas Company (265 U.S. 98), and 
Public Utilities Commission v. Attleboro Steam and Electric Company 

273 U.S. 83). Under these cases sales for resale in the field, when 
the gas is to be transported out of a State, are not subject to regulation 
by such State. It should be clearly understood, therefore, that if 
H. R. 6645 is enacted into law, a part of the very gap which Congress 
intended to close by enacting the Natural Gas Act will again be 
opened. This is the famous “gap” in regulation to fill which, at the 
request of municipalities and State commissions, Congress passed the 
Natural Gas Act in 1938. The basic purpose of the act as the con- 
gressional reports stated, was ‘‘to occupy this field in which the 
Supreme Court has held. that the States may not act (See H. Rept. 
709 and S. Rept. 1162, 75th Cong., Ist sess.) and its primary aim 
was, as the Supreme Court aptly pointed out in Federal Power Com- 
mission v. Hope Natural Gas Company (320 U. S. 591, 610), “to 
protect consumer against exploitation at the hands of natural-gas 
companies.” 

In the 17 years subsequent to the passage of the Natural Gas Act, 
the natural-gas industry has experienced an era of virtually un- 
paralleled expansion and growth. Billiors of dollars have been 
expended in the construction of systems of interstate pipelines which 
extend from producing areas in the Southwest to other parts of the 
country. And in the creation of new distribution systems for pro- 
viding service to millions of new consumers more billions have been 
expended by consumers for gas-burning appliances. 

No one, not even the Members of Congress in 1938, would have 
prophesied the present result of the natural-gas industry. Over 30 
million families in the: United-States are now depending upon gas in 
the same way and to the same extent that they depend upon electric- 
ity, the telephone, water and public transportation systems for their 
economic welfare. So today when we face this difficult problem of 
regulation we cannot look at the issues involved through the same 
prospective as. that which confronted Congress in 1938. We must 
look at and review all segments of the natural-gas industry and, as 
far as the producers of natural gas are concerned, we must consider 
the necessity of their regulation in the light of the 1955 facts instead 
of the 1938 history. 

Not lightly, therefore, is amendment to be undertaken of the basic 
statute under which natural-gas companies are regulated in their dis- 
position of this vital but relatively scarce product of the earth. The 
natural-gas business is close to the heart of the Nation’s economy. 
We must be certain before this basic statute is amended to exclude 
producers from the jurisdiction of the Federal Power Commission that 
we are not under the guise of free enterprise, ‘‘buying a pig in a poke.” 
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PUBLIC INTEREST SHOWN AT HEARINGS 


We repeat that this is an issue not to be lightly disposed of by the 
House. For the benefit of the Members we summarize the appeare 
ances before the committee on behalf of the consuming public. 

At the hearings of your committee, 25 State governments were 
recorded for or against the bill. Seventeen States (all but three of 
which either have, or hope to have, oil production within their bor- 
ders) filed statements or sent in communications by State officials 
opposing regulation of producers’ prices. Eight States strongly fa- 
vored regulation in the interest of their consumers. 

Only 1 of the 17 States opposed to regulation was represented by 
the personal appearance of a State official. Many of the 17, in fact, 
filed only a joint resolution earlier adopted at a meeting of 17 State 
attorneys general on the general subject of gas regulation. In anum- 
ber of the States that filed this statement, the testimony from munici- 
palities was strongly in favor of effective regulation of natural gas. 

Of the 8 States officially favoring regulation of gas prices, 6 were 
represented in person by 1 or more State officials. The total popula- 
tion of these 8 States, it may be noted, approximates the total popula- 
tion of the 17 States which recorded their opposition to regulation. 

Municipalities were more numerously heard from. Seventy-seven 
cities favored gas price regulation; twenty-four opposed it. While the 
balance in favor of regulation was slightly more than 3 to 1, the 
populations represented were even more heavily weighted on the 
side of regulating the price of natural gas. The 77 cities favoring 
regulation had an aggregate census population of 29,790,000 in 1950. 
The 24 cities opposing it had an aggregate population of only 4,105,000. 

As in the case of the States, the cities favoring regulation evidenced 
much greater interest in the question than those recorded as opposing 
it. Twenty-four of the seventy-seven cities favoring regulation were 
represented before the committee by personal appearances. The 
mayors of New York, Philadelphia, Milwaukee, St. Paul, Denver, 
Akron, and Louisville testified for gas price regulation in person. 
Not one of the 24 cities opposing regulation was similarly represented 
before the committee. They filed resolutions of common council or 
sent letters by a city official. (It will interest members to know, for 
example, that 15 small cities and villages in Michigan filed council 
resolutions opposing regulation in identical language. Aggregate 
population of these 15 Michigan hamlets was 141,600, whereas the 
Michigan municipalities favoring full and effective Federal regulation 
of the price of natural gas—Detroit, Grand Rapids, Flint, Dearborn, 
and Wayne County—spoke for approximately 2% million consumers.) 

In addition to statements by particular municipalities, city popula- 
tions favoring regulation of natural gas were spoken for by leagues of 
municipalities in five States, and by the National Institute of 
Municipal Law Officers, which, after convention debate of the question 
last year, spoke for the overwhelming majority of its affiliated cities 
in favor of regulating the price of gas. Three State leagues of munici- 
palities opposed regulation of gas prices—Florida, Kansas, Texas. 

The minority is strongly of the opinion, based upon this review of 
appearances and statements by State and municipal governments, 
that public sentiment in the United States is overwhelmingly in favor 
of effective Federal regulation of natural-gas prices and does not 
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accept the intricate, indirect provisions of H. R. 6645 as sufficient 
assurance that consumers will be protected. We assume that many 
Members have received letters of alarm from consumers persuaded 
by the elaborate propaganda campaign of the oil industry to believe 
that defeat of H. R. 6645 spells severe curtailment of gas supply in 
the early future. We suggest, however, that the weight of persona! 
appearances and filed statements in the committee’s hearings provides 
a far more responsible and reliable test of public sentiment on this 
national issue. 
COST TO CONSUMERS 


We come next to the testimony of consumer witnesses on what the 
enactment of H. R. 6645 can mean to the consuming public. 

To state their case compactly, it is alleged— 

That the oil industry (which controls the great bulk of all natural 
gas) aims to raise gas prices to the point where they will be competitive 
on a fuel basis with the costs of coal. This could well mean, as oil- 
industry experts themselves have testified before the Federal Power 
Commission, an increase from the present average wellhead price of 
10 cents per thousand cubic feet to an average price of 25 cents. 

2. An increase of 15 cents per thousand cubic feet in the field price 
of gas, passed along to final customers as inevitably it must be, would 
add over $800 million a vear in the annual cost to consumers of the 
5.4 trillion cubic feet sold in interstate commerce in 1953. As con- 
sumption increases, the added annual cost of such a price increase 
would be correspondingly increased. 

3. The natural-gas industry is part and parcel of the oil industry. 
Oil companies dominate it. As consumer costs of natural gas advance, 
the oil industry will surely reap what it has sowed in this bill by 
advancing the prices of furnace oil which many household consumers 
use for heating their homes. Thereafter, prices of natural gas and 
furnace oil will advance together, neither encroaching upon the 
province of the other, being blood brothers under the common 
parental discipline of the giant oil companies which dominate both 
oil and natural gas. Given the green light of H. R. 6645, both gas 
and oil prices will rise steadily in each consuming market until they 
approach the level where exasperated consumers begin to consider 
scrapping their gas-fired or oil-fired furnances and returning to the 
use of coal. In short, the goal of the oil industry in H. R. 6645 is to 
confront millions of American householders with the decision of scrap- 
ping the many billions of dollars they have invested in automatic 
gas-fired and oil-fired furnances. Obviously, the oil industry will not 
drive consumers all the way to this decision. But it can, and will if 
H. R. 6645 becomes law, make them pay and pay higher and higher 
prices for gas and for furnace oil up toward, but not quite at the limit 
of their endurance. 

H. R. 6645, in short, gives congressional approval to the oil industry 
to proceed to charge all that the traffic will bear. 

This is the formula, the hallmark of monopolistic price setting. 
This is what the majority asks Congress to approve. 

It is confiscation of legitimate consumer investment on a scale never 
before envisioned by any act of Congress. Consumers have spent 
billions to make the natural-gas industry a booming business. In the 
rates paid they have richly rewarded gas producers and gas pipelines 
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for the investments made to bring gas to consuming markets. Now, 
if the majority recommendation prevails, they will be exploited 
through higher and higher prices to the point where their investment 
in gas-fired or oil-fired equipment will become as a noose around their 
necks to bind them to extortion at the hands of a ruling clique of 
dominant oil companies. 

And while this transpires among the many millions of householders, 
the rise in natural-gas prices that is permitted and indeed encouraged 
by H. R. 6645 will add as much as $30 billion to the value of the more 
than 200 trillion cubic feet of natural gas in the present proven 
reserves of the oil industry. 

These are the facts adduced by representatives of the consuming 
publie before your committee. 

We append a table showing, by States, what the anticipated increase 
of 15 cents per thousand cubic feet would add to the consumer cost of 
natural gas for | year’s consumption at the 1953 rate of use. 


Effect of increased field prices by States! based on 1953 utility sales of natural gas 








Annual . Annual 
cost of cost of 
Total sales field price Total sales | field price 
(thousand increase of (thousand increase of 
cubic feet) 15 cents per cubie feet) | 15 cents per 
thousand thousand 
cubie feet cubic feet 
Connecticut 4, 280), 000 $539, 000 Maryland 29, 850, 000 $4, 477, 500 
Massachusetts 15, 600, 000 2, 349. 000 North Carol-na 4, 390, 000 658, 500 
New unpshire S50, 000 ! 5 South Carolina 7. 790, 000 1, 168, 500 
Khode Island 580, 000 Virginia 28, 620, 000 4, 203, 000 
New Jersey 13, 900, 000 West Virginia. . -| 105,970,000 | 15, 895, 500 
New York 116, 750, 000 Alabama. _.: 131, 920, 000 19, 788, 000 
Pennsvivania 275, 340, 000 Kentucky 69, 510, 000 10, 426, 500 
IHinois 232, 890), 000 Mississippi 94, 780, 000 14, 217, 000 
Indiana. - 69, 350, 000 ‘Tennessee 101, 750, 000 15, 262, 500 
Michigan 167, 460, 000 Arkansas 145, 750,000 | 21, 862, 500 
Ohio 431, 890, 000 Louisiana. . 364, 530, 000 54, 679, 
Wisconsin : 10, 000 Oklahoma ; 173, 820,000 | 26,073, 000 
lowa 20, 000 Texas a 890, 990, 000 | 133, 648, 500 
Kansas . 000 Arizona 4 63,810,000 | 9, 571, 500 
Minnesota 0), OOO Colorado... is 109, 500,000 | 16, 425, 000 
\lissouri , 000 | Montana ; 36, 330,000 | 5, 449, 500 
Nebraska 30), 000 | New Mexico.__.. ..| 63,800,000 | 9, 570,000 
North Dakota 1, 000 547,500 ||} Utah_ | 36,050,000 | 5, 407, 500 
South Dakota 000 2,110,500 | Wyoming. HE 20, 270,000 | 3, 040, 500 
District of Columbia 13, 460, 000 2,019,000 | California... .....-| 672,740,000 | 100, 911, 000 
Florida . 19, 190, 000 2, 878, 500 —_—_——— | 
Ceorgia 119, 440, 000 17, 916, 000 United States____ 5, 376, 670,000 | 806, 500, 500 


' The following States had no utility natural gas sales in 1953: Maine, Vermont, Delaware, Idaho, Nevada, 
Oregon, Washington. 


COMPETITION IN THE SALE AND PURCHASE OF GAS IN THE FIELD HAS 
NOT PROTECTED CONSUMERS 


It is claimed on behalf of the proponents of H. R. 6645 that com- 
petition among the several thousand producers of natural gas will 
afford the consumer protection from excéssive prices in the future. 
In our opinion, nothing could be further from the truth. 

If the vigorous competition of which we heard so much during the 
recent hearings were an effective deterrent to higher prices in the 
field, it would seem that the field price of gas during the past several 
years might have remained relatively stable. It has not. During 
this period in which the Federal Power Commission, to put it chari- 
tably, was apparently uncertain of the extent of its jurisdiction over 
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interstate sales by producers and gatherers, and in any event exercised 
no effective producer price control, the prices charged by producers to 
pipeline companies have moved steadily upward, and within the last 
3 or 4 years they have risen most rapidly. It has been a one-way 
street. 

In 1940 the average field price per thousand cubic feet of natural 
gas in the 4 largest producing States of Kansas, Louisiana, Oklahoma, 
and Texas was 2.1 cents. In the United States as a whole it was 4.5 
cents. Until 1950 the average field price increased slowly but steadily, 
reaching in that year 5 cents for the 4 major producing States and 
6.5 cents for the United States. Thereafter, its rate of increase greatly 
accelerated. 

In 1954 the average field price in the 4 major producing States was 
8.9 cents, and in the United States as a whole it was 10 cents. Further- 
more, these are only average prices. For example, large blocks of gas 
in Louisiana are now under contract for interstate sale at prices exceed- 
ing 20 cents per thousand cubic feet. 

The average field price of natural gas in the United States by 1954 
had increased 65 percent above the 1947-49 average. However, in 
the 4 main producing States of Kansas, Louisiana, Oklahoma, and 
Texas the increase in the same period was 107 percent. 

Expressed in dollars, the increase in the cost of gas in the field has 
been enormous. The annual increase in cost of gas to major pipeline 
companies between 1948 and 1953 was in excess of $200 million per 
year and that, apparently, was only the beginning, for in 1954 further 
major increases in the cost of gas in the field were experienced which 
are oaly now beginning to make themselves felt in increased rates 
charged by pipeline companies and allowed to become effective by the 
Federal Power Commission. 

Obviously, competition in the field has not effectively controlled the 
price of gas in the past. It is our opinion that it is equally unlikely 
to do so in the future. There are diverse reasons why the only real 
competition for gas is among prospective buyers trying to acquire 
relatively limited supplies of natural gas. And when buyers compete, 
prices go up, as the experience of the past several years shows. Gas 
was once available at from 2 to 4 cents per thousand cubic feet. 
Today some sellers are demanding 20 cents or more per thousand 
cubic feet for the same product. 

The widespread publicity campaign claims that competition can be 
relied upon to protect the consumers. The real facts are that 85 per- 
cent of all the natural gas sold in interstate commerce for resale is 
produced by less than 100 companies—most of them oil companies 
and that one-third of this supply is furnished by 7 companies. This 
concentration of ownership naturally imposes limitations upon effective 
competition among sellers. The real competition is between buyers. 

Since the competitive economic forces are practically nonexistent 
or at best weak, Federal Government regulation is necessary. The 
present regulation of pipeline companies would be completely emascu- 
lated unless the price at the entrance of the gas into the pipeline is 
regulated. Unless the Federal Power Commission has jurisdiction to 
control the price in the field no effective control exists. See Inter- 
state Natural Gas Company v. Federal Power Commission (331 U. 5. 








sed 
} to 
ast 
ray 


ral 
na, 
4.5 
ily, 
and 
tly 


Wiis 
1er- 
gas 


ecl- 


954 
, In 
and 


has 
line 

per 
ther 
hich 
ates 
the 


| the 
kely 
real 
juire 
rete, 
Gas 
feet. 
sand 


n be 
per- 
le is 
ies 

This 
ctive 
yers. 
stent 
The 
ASCU- 
ne is 
on to 
Inter- 
U.S. 





AMEND THE NATURAL GAS ACT, AS AMENDED 75 


682, 692, 693). The Supreme Court said of prices at the origi) of 
production and gathering stage: 


unreasonable charges exacted at this staze of the interstate movement become 
perpetuated in large part in fixed items of costs which must be covered by rates 
charged subsequent purchasers of gas, including the ultimate consumer. It was 
to avoid such situations that the Natural Gas Act was passed. 


The roseate picture of thousands of producers engaged in vigorous 
competition with one another to sell their product is misleading in any 
event. Federal Power Commission figures show that in 1953 a total 
of 4,365 nontransporting producers sold to companies reporting to 
the Commission 4,249,069,936 thousand cubic feet of natural gas. Of 
these, 3,736 producers, or 85.59 percent of the total, sold only 2.1 
percent of the total gas purchased by the interstate pipeline companies, 
while 629 producers furnished 97.9 percent of the total volume pur- 
chased. Only 29 producers supplied 63.24 percent of the total volume 
of gas purchased by pipeline companies in 1953; 5 producers sold 27 
percent ot the entire volume. Twenty of the largest producers are 
major oil companies and their subsidiaries. They dominate the inter- 
state sales market. The fact that they control so great a percentage 
of the total production sold in interstate commerce raises grave doubt 
us to the existence of any effective competition among sellers. 

The theory that competition can be effective in controlling the field 
price of gas totally overlooks the circumstances under which pipeline 
companies are compelled to acquire natural-gas supplies. Some of 
these circumstances and their impact upon competitive factors are 
described in the record as follows: 


(1) Geographical considerations—Most major producing areas are widely 
separated. The distances between existing pipeline supply points and prospec- 
tive new sources of supply are usually great. Because of these distance factors 
the radius of effective competition for the supply of any particular pipeline is 
severely restricted. A $100 million interstate pipeline cannot be moved around 
like a garden hose.’ 

(2) Volume considerations.— Most of the major flush producing areas are already 
committed by contracts. For new pipelines or for large volumes of new gas for 
existing lines, the number of areas which can provide sufficient quantities of gas 
are scattered and limited in number. There are but few areas which could readily 
make available a minimum daily volume of 300 million cubie feet required for a 
new long-distance interstate pipeline. A pipeline desiring such an amount 
usually must accumulate it from several areas and several producers. The 
necessity for accumulating its total requirements from separated sources weakens 
the bargaining position of the pipeline because these separated producers do not 
have to compete with each other. 

(3) Time considerations.—Even though competition may have existed at the 
time a pipeline was first developed, after its initial commitment, the element of 
competition is no longer effective. Usually the pipeline is bound to a particular 
area by long-term contractual commitments and large capital investments which 
preclude it from shopping around or going elsewhere if it is dissatisfied with the 
price of gas. Insofar as committed supplies are concerned the element of com- 
petition ceases to be a factor in determining reasonable field prices. Obviously, 
the purchaser cannot pick up his pipeline and seek a more favorable market. 
Likewise, it is not free to terminate service. The time for free competitive bar- 
gaining has passed. Unless the price is regulated the only choice is to pay what- 
ever the suppliers are able to exact under bargaining conditions which weigh 
heavily in favor of the suppliers. 

(4) State conservation regulations.—State protection of ccrrelative rights and 
requirements for ratable takings limits the urgency of the supplier to produce and 
sell his gas thereby removing an important competitive consideration. * * * 

(5) Minimum wellhead prices.—The practical effect of State-determined mini- 





mum wellhead prices is to effectively eliminate all competition in the area covered. 
It has been the usual practice of the States involved to increase the minimums 
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periodically so that’ the impetus is to arrive at a single price which will be the 
highest price in the area. Bich minimums to all intents and purposes eliminate 
bargaining since any prices below the established minimum would be illegal. A 
December 1953 minimum price order of the Kansas Corporation Commission 
pointed out, “The field (Hugoton) has now developed to the extent that there is 
not enough undedicated acreage to warrant any new pipelines and no reason to 
expect any advance in price’by reason of competition’® (Kansas Corporation Com- 
mission Docket 44079C, December 2, 1953). The order speaks for itself. 

(6) Favored-nation clauses —The wide application of these clauses in supply 
contracts effectively restricts or eliminates competition. These clauses have the 
objective of establishing a single price level for gas in a specific producing area, 
that level being the highest price paid in the area. Obviously price bargaining is 
ineffective under such conditions. 

(7) Lack of effective bargaining incentives on the part of pipelines.—For the most 
part the pipeline companies have had relatively little financial stake in the outcome 
of bargaining with the producers so long as the increased prices could be passed 
on to the distributors, Certainly the incentives of the two parties to the bargain 
are not equal. In fact, since April 1954, some pipelines with production of their 
own had a greater interest in high supplier costs than low ones because of the fair 
field-price formula adopted by the Federal Power Commission in the Panhandle 
Eastern Pipeline case. The only party with a bargaining interest equal to the 
producer is the consumer and neither he nor the distributor is a party to the 
bargaining. Lack of bargaining incentives for the pipelines impairs competition. 


GAS NOT COMPETITIVE 


A favorite argument of the proponents of H. R. 6645 is to compare 
regulation of the price of natural gas with regulation of the prices of 
coal, oil, steel, automobiles, and other commodities. 

Common to all of these commodities except natural gas is the fact 
that every consumer of any one of them has a free choice to make 
among many sellers of each of them. He is not bound to buy steel, 
coal, oil, or automobiles from any one supplier. He can choose between 
the competitive offers of rival suppliers. He can switch his patronage 
as his self-interest may dictate. 

The oil industry would have us forget that this is not the case with 
the consumer of natural gas. But no consumer, hooked up to the 
local gas company’s pipe, can forget it. No gas distributing company, 
hooked up to a natural-gas pipeline, can forget it. No pipeline, hooked 
up to particular gas fields, can forget it. 

Recognition of this elementary fact concerning the necessarily 
monopolistic way in which the commodity natural gas is supplied to 
consumers in any given area is, of course, the reason why Congress 
declared it affected with a public interest and subjected it to public 
utility regulation in 1938. To reverse that decision by approving 
H. R. 6645 would fly in the face of the facts. 

It is clear, therefore, that prices to the consumers are bound to 
continue their upward march if the Federal Power Commission’s 
authority over them is removed. In fact, unless the Power Com- 
mission commences to exercise the authority which it already has, 
there are indications that the upward movements will continue. 
Between July 1954 and March 1955, over 2,000 rate-increase appli- 
cations were filed by producers in which increases amounting to over 
$29 million annually were requested. The Commission allowed 1,922 
of these rate-increase applications to go into effect without any hear- 
ing, thus increasing the annual charge to distributing companies 
by over $18 million. . The balance of $11 million are presently pending 
before the Commission and will automatically become effective if this 
bill becomes law. 
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PRODUCER PRICES SHOULD BE REGULATED 


The billions of dollars which have been expended by pipeline com= 
panies in the construction of interstate transmission facilities, by 
distributing companies in distribution systems, and by consumers in 
appliances to use the gas have, in the words of Commissioner Draper 
of the Federal Power Commission, linked producers, transporters and 
distributors together in a 
chain which almost irretrievably committed the consumer, particularly the resi- 
dential consumer, to the use of natural gas. Distributing companies and con- 
sumers alike now find their hands tied by their investments and by their de- 
pendency upon this source of fuel. Over 20 million consumers are linked by bands 
of steel to the pipelines which in turn are linked to the producers and these links 
cannot now be disjointed without irreparable damage. Not only does the gas 
flow uninterruptibiy from well to burner, but likewise the first price charged by 
the producer is passed on as part of the consumer’s final bill. 

In these circumstances, are we to leave to the dubious auspices of 
nonexistent “competition” the price which the ultimate consumer 
must pay? Obviously, unless there is regulation, the field price of gas 
will continue to increase in the future. The producers expect it, and 
their spokesmen have variously estimated that the average cost of gas 
in the field can and should increase to 20 cents, 25 cents and 40 cents 
per thousand cubic feet. But peculiarly enough, all of these spokes- 
men, who speak glibly of bringing the price of gas to a range ‘‘competi- 
tive’ with coal and oil, neglect to mention the fact that the gas con- 
sumer, particularly the residential consumer, has already made an 
expensive investment in gas appliances which will burn neither coal 
nor oil, and which can only be replaced by an additional heavy capital 
investment in new equipment designed to use different fuels. 

If H. R. 6645 is passed, the producers stand to collect billions in 
additional profits. According to a tabulation supplied this committee 
by the Chairman of the Federal Power Commission, the total proven 
gas reserves of the Nation amounted to slightly over 211 trillion cubic 
feet at the end of 1954. An increase of only 1 cent in the field price 
of gas would mean an increase of more than $2 billion in the value of 
these reserves. If the field price of gas should increase to 20 cents, 25 
cents, or 40 cents per thouand cubic feet, as has been suggested, 
the enhancement in the value of these reserves would reach astronom- 
ical figures. 

It is said, however, that producer prices cannot be effectively 
regulated; and that all that will be accomplished by the attempt will 
be great expense, indifferent results, and the possible withholding of 
gas from the interstate markets. We do not agree. 

In the first place, the threat that producers will withhold their 
product from the market in the future if this amendment is not passed 
has been made before, and yet the interstate natural-gas business 
continued to develop and expand. We think the same result may be 
logically anticipated here. Local markets are not of sufficient magni- 
tude to offer an acceptable substitute. Furthermore, producers, like 
other businessmen, want to make money, and they are not going to 
refuse to sell their product simply because their prices are controlled 
by the Government and the possibility exists that more money might 
be made if Federal regulation did not exist. Pipeline companies 
have expanded their production operations while subject to Commis- 
sion regulation, which would seem to disprove the dire prediction 
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that disaster will befall and the Nation’s supply of gas will disappear 
if regulation of producers ensues. 

In the second place, there is nothing inherently impossible in regu- 
lating producer rates. The Commission has for years regulated 
natural-gas companies having production, exploration, and develop- 
ment operations with signal success and effectiveness. There is no 
reason to assume that regulation of producers will be any the less 
effective, at least if the Federal Power Commission approaches its 
task with determination to do its duty. 

The natural-gas business is monopolistic in nature, and it is of 
great consequence to the public. Increases in the cost of gas in the 
field are inevitably reflected in higher costs to the consumer, and 
without regulation these increased costs will be measured in the 
billions of dollars. The stake of the public in producer regulation is 
high, and it is absurd to contend that, simply because some think 
such regulation may be difficult or onerous, there can be no effective 
regulation at all. 


OIL INDUSTRY'S FEAR CAMPAIGN GROUNDLESS 


The public is warned by the gas and oil interests that if vou regu- 
late prices you will remove incentives for exploration, development 
and production. Gas and oil comes almost entirely from the same 
well and gas seldom is discovered alone and is usually discovered in 
connection with the drilling for oil. What more incentive do they 
want that the 27% percent depletion allowance tax loophole that 
they now have? 

The oil industry has vigorously maintained, apparently with per- 
suasive effect, that regulation of producer's prices under the existing 
standards of the Natural Gas Act will seriously curtail the supply of 
gas by removing the incentives to explore, discover, develop, produce, 
and sell natural gas. Yet the simple application of commonsense to 
this proposition destroys it. No commission can be imagined that 
would destroy the industry it is charged with regulating, nor can 
anyone really believe that the courts would permit such a result. 
Traditions and precedents of Government regulation in this country 
give no basis whatever for entertaining this preposterous prediction 
of the oil industry. The phenomenal growth and prosperity of inter- 
state gas pipelines—all taking place subject to regulation under the 
Natural Gas Act—provides specilic proof that regulation need not 
and will not destroy an industry that is regulated. 

If we took seriously the threat that the companies will not look for 
more gas and that the supply will diminish and prices will inevitably 
rise if they were not freed from Government control, all these fears 
were dispelled by the testimony of a witness who came before us at 
the request of our chairman, namely Lt. Gen. Ernest O. Thompson. 
General Thompson is a member of the Texas Railroad Commission 
and has been a member of that commission since June 1932, The 
committee was told that he was the best-versed man of petroleum 
matters in the world. General Thompson stated that the discovery 
and production of natural gas to a great extent is a byproduct of the 
discovery and production of oil. As he stated, no one searches in the 
Southwest for gas. The gas is found in the search for oil and whether 
producers like it or not they will continue to find gas and when they 
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do find gas, under the conservation laws of the State of Texas, the 
are not permitted to flare it, and this valuable resource becomes avail- 
able for the consuming public of the United States. 

The oil industry’s appeal to fear neglects three important points: 

(1) Up to the present we have not had a single year in which 
the discoveries of gas have not exceeded the amount of this fuel 
used in that same year. 

(2) There is, it is true, a limited amount of gas. But, rezard- 
less of how much we pay for gas we cannot possibly ‘hope to 
increase discoveries in that same measure. At the price we are 
now paying there is tremendous incentive to look for gas. If we 
paid three times the price we now pay we would merely turn over 
“windfall profits” to the oil and gas companies, and the increased 
effort put into searching for gas would be negligible. 

(3) No matter how much we pay for the gas now discovered, 
we cannot hope thereby to create any more gas than actually is 
already deposited in the depths of the earth. Inevitably it will 
be used up. The time may come when it will be fruitless to look 
for more gas. No matter how many billions we pour into the 
oil and gas companies in excess profits for what they now hold, 
we still will have no gas. 

For these reasons, the public will gain no benefit by allowing the 
excessive prices the gas producers want, and for which they have 
reportedly gambled a million and a half dollars in a fund raised to 
put through this lezislation. 


THE ALLEGED CONSUMER PROTECTIONS OF H. R. 6645 


The majority maintain that the bill contains provisions to protect 
consumers from unwarranted and excessive increases in rates which 
might result by reason of the exemption of producers from —- 
The inclusion of the provision referred to is a clear admission that ga 
consumers need protection from excessive producer prices, and that 
competition cannot be depended upon to maintain reasonable producer 
price levels. 

Section 2 of the bill amends the Natural Gas Act to exclude from 
Commission jurisdiction sales and transportation of natural gas by 
producers and gatherers. Thus, individuals, partnerships, and corpo- 
rations engaged in such sales and transportation will not be natural- 
gas companies and cannot be subjected to regulations under the 
Natural Gas Act. This definition gives the produe ers everything 
they have ever sought from Congress. It completely overrules the 
decision of the United States Supreme Court in the case of Phillips 
Petroleum Co. v. Wisconsin (347 U.S, 672). With the producers and 
gatherers thus exempted from Federal regulation, what are the pro- 
tections which the bill purportedly gives to consumers and how 
effective are they? 

The majority rely in part upon a new subsection (b) which the bill 
adds to section 5 of the Natural Gas Act. This subsection provides 
that when a natural-gas company files a rate increase with the Fed- 
eral Power Commission which is based in whole or in part upon a 
contract executed or renegotiated after the subsection takes effect, the 
Federal Power Commission would be authorized to forbid the recovery 
through rates of any amount by which the contract price exceeds 
the “reasonable market price’ as determined by the Commission. 
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We shall later point out the fallacies of the ‘‘reasonable market 
price’”’ standard as it has been interpreted by the majority in their 
report. Suffice it to say here that if the Commission ever did disallow 
a rate increase under this provision, it would simply be subjecting the 
natural-gas company involved to the risk of serious loss or even bank- 
ruptey, since the company would continue under the obligation to pay 
the agreed price to the producer, it would be unable to recover such 
price through its rates. In this connection, it is significant to note 
that the majority have failed to attempt to apply the same standard 
to existing contracts, presumably because apart from the dubious 
legality of attempting to do so, they realized the even more serious 
risks to which pipeline companies would thereby be subjected. So far 
as new and renegotiated contracts are concerned, the majority ap- 
parently considered that the proposed new subsection (ec) to section 5, 
which would permit pipeline companies to obtain a determination in 
advance as to whether a proposed contract exceeded the reasonable 
market price, would afford sufficient protection to pipeline companies. 

There is grave doubt as to the legality of provisions providing for 
the disallowance of the arms-length contract price in determining the 
rates of a natural-gas company and substituting in lieu thereof a 
Commission determined price. This is so since the exclusion of a 
pipeline’s bona fide cost of operation might reduce its return to a 
confiscatory level. If the indirect form of regulation espoused by th« 
majority had merit or legal standing, the Natural Gas Act would 
have been unnecessary, as presumably the State regulatory commis- 
sions could have protected consumers by making similar disallowances 
of the excessive amounts paid by pipeline companies for natural gas 
under arms-length contracts. 

The bill also provides two new subsections, (d) and (e) to section 5 
of the act. These subsections deal with so-called ‘‘escalation”’ clauses. 

For the benefit of the Members of Congress we feel that these clauses 
should be explained and illustrated. They operate to place the pro- 
ducer in a position where he has a firm contract for the sale of his gas 
and nevertheless the price can increase without any relation to any 
known standard of ratemaking. The net result of these clauses is to 
give the producer more and more revenue but never less, while the 
ultimate users, the householder, storekeeper, farmer, and industrialist 
must pay more and more but never less. All of the objectionable 
types of clauses have a central philosophy which is that the happening 
of some extraneous circumstances or event will cause the price to 
increase and the price originally negotiated between the producers and 
the pipeline is rendered invalid. These price increases have no rela- 
tionship to any additional expenses incurred nor to general economic 
conditions. The favored-nation and renegotiated types of clauses 
operate on the premise that if someone else at a later time can get a 
higher price for his gas, all producers encompassed within the particular 
clauses are entitled to get the same higher price without any justifi- 
cation. 

The great prevalence of these favored-nation and escalation clauses 
in producer contracts in the Southwest has arisen only since World 
War Il. Prior to 1946 the only escalator clause which was in common 
use in the gas industry was a clause requiring a periodic increase of a 
stated amount and an adjustment to compensate for State taxes on 
production and gathering. 
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The new clauses which have come into prominence since that time 
are principally the following: 

1. The two-party favored-nation clause-—Under this clause, the 
specified price in a long-term fixed contract is increased in the event 
the buying pipeline company shall pay a higher price to another pro- 
ducer for gas in the same field or in an area specified in the contract. 

2. The third-party favored-nation clause.—Under this clause, the 
price is increased in the event some wholly unrelated third party shall 
pay a higher price to another purchaser for gas in the same field or in 
an area specified in the contract. 

3. Escalation clauses known as the price redetermination clause, the 
price renegotiation clause, or the better market clause.—Under each of these 
clauses, the price is creased in the event the average of the 2 or 3 
highest prices which are paid by pipelines in a given area shall exceed 
the price specified in the contract. 

4. The spiral escalator clause—Under this clause, the price is 
increased in the event the resale rates of the pipeline company shall 
be increased. 

One can readily see that the prices of gas continue to rise, without 
any justification whatever and without relation to any additional 
expenses incurred and without any relation to any known standard 
of ratemaking. Such clauses which are of several types now common- 
place in producer-pipeline company contracts, operate to place the 
producer in a position where he can secure future increases in the 
price for his gas, but can never suffer a decrease. The “favored 
nation,” “‘price-redetermination,” and “spiral escalation” clauses have 
a central philosophy which upon the happening of some extraneous 
circumstance or event will bring about an increase in the price regard- 
less of the original prices negotiated between buyer and seller. But 
the price increases will bear no relationship to increased costs or to 
anv other factor which would justify an increase in the price of gas. 

The disruptive effect of such escalation clauses on pipeline com- 
panies, distribution companies, and consumers has already been 
demonstrated. In the past 2 vears, numerous rate increases based 
upon the operation of such clauses have been granted by the Federal 
Power Commission. The result has been that no pipeline or distribu- 
tion company has even the remotest notion about what its cost of gas 
will be, even in the near future. The only thing that has been certain 
is that the cost is higher this year than last, and will be higher next 
year than this. We heard much testimony by witnesses representing 
pipeline companies, distributing utilities, and consumer interests con- 
cerning the evil effects of the escalation clauses and the need for 
regulation to cope with them. The need for control was recognized 
by the majority, but the provisions of the bill dealing with the problem 
do not offer any effective protection. 

The alleged consumer protection is based upon a possible ‘dis- 
allowance’’ by the Commission of any amount paid pursuant to an 
escalation clause provision other than the periodic “stepup”’ or “tax 
increase” clause. Such “disallowance” will take place if the Com- 
mission finds that the new price is in excess of the ‘“‘reasonable market 
price.” The pipeline company will be obligated to pay the producer 
only that part of the increased price under the escalation clause which 
does not exceed the “reasonable market price.’’ This feature of H. R. 
6645 would appear to involve direct regulation of producer contract 
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prices and if effective would operate to limit producer profits. But 
by defining ‘‘sale in interstate commerce of natural gas for resale’’ in 
section 2 of the bill to exclude the transaction between the producer 
and the pipeline company, the majority have foreclosed all possibility 
of relieving the pipeline company of its contract obligation to the 
producer. It is clear as a matter of constitutional law that if a 
transaction is not subject to the jurisdiction of the Commission, and 
that is what the bill provides as to producer contracts, such transaction 
cannot be subjected to regulation under the Natural Gas Act. The 
“control” over escalation clauses provided by the majority is legally 
unsound and completely ineffective. 

Natural-gas pipeline companies owning natural-gas reserves would 
receive a bonanza of additional profits if new subsection 3 (f) of the 
bill should be enacted into law. Section 3 (f) would require the Com- 
mission to allow as an operating expense of a natural-gas company for 
natural gas produced by it, ‘“‘the reasonable market price of such 
natural gas at the point at which the gas is delivered into the transpor- 
tation facilities of the natural-gas company in or within the vicinity of 
the field or fields where produced’’; and it would likewise require 
allowance of the ‘reasonable market price” for gas purchased by such 
natural-gas company from an affiliate. 

In our opinion, approval of this ratemaking standard by the Con- 
gress would constitute a backward step in utility regulation: It 
would afford no objective standard by which the reasonableness of a 
natural-gas company’s rates could be tested; it would mean confisca- 
tion in instances in which the cost of production, plus a fair return 
exceeded reasonable market value; and it would unjustly exact from 
the consumer additional payments for gas which, in fact, the natural- 
gas companies have already been compensated under the rates allowed 
by the Federal Power Commission. The consumers have shouldered 
the risks of exploration and development, and not the natural-gas 
company. ‘Thus, such companies are not entitled te the same treat- 
ment as independent producers. 

All the deficiencies which we have already pointed out in connection 
with preceding sections of H. R. 6645 would exist here. But this 
section, if enacted into law, would have some undesirable results 
which would be all its own. It would furnish an incentive to pipeline 
companies to pay higher prices for the gas they purchased from pro- 
ducers since by so doing they would increase the valuation of their 
own produced gas. It would impose on the consumer, who has already 
paid the costs of acquisition, exploration, and drilling, the additional 
burden of the current commodity value of the gas when produced. 
And finally, it would result in immediate and substantial rate in- 
creases to natural-gas companies which own their own reserves in their 
own right or through affiliates. 

Information supplied by the Chairman of the Federal Power Com- 
mission to the committee indicates that 8 companies have pending 
before the Commission 10 rate increase applications upon the ‘‘market 
value” of their produced gas. The claimed increase for 7 of the cases 
is shown to be $20,460,000 on an annual basis. Enactment of H. R. 
6645 would automatically provide a basis for the granting of these in- 
creases, and the Natural Gas Act by act of Congress will become an 
instrument for the exploitation of consumer. 
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We cannot agree with the majority that the Commission’s past 
regulatory practices have had the deleterious effects ascribed to it in 
the face of the unprecedented prosperity of the natural-gas industry 
which has taken place under regulation. 


REASONABLE MARKET PRICE STANDARD MEANS NO RESTRAINT UPON 
UPWARD TREND OF FIELD PRICES FOR GAS 


The bill specifies “‘reasonable market price’ as the standard to be 
used by the Federal Power Commission in passing upon prices paid by 
natural-gas pipelines for gas purchased from nonaffiliated producers 
under new and renegotiated contracts, under some, but not all, escala- 
tion clauses in existing contracts, and for gas purchased from affiliates 
or produced by the pipelines. 

The majority erroneously terms the ‘‘reasonable market price’’ pro- 
visions of the bill as providing protection to consumers from “excessive 
rate increases which might result in certain instances” by reason of the 
exemption of producers from regulation. The majority suggests that 
the “reasonable market price” standard or vardstick provisions con- 
stitute means of preventing unwarranted increases in the prices charged 
by producers. 

This “reasonable market price” standard or vardstick, if it can be 
dignified as such, is wholly misleading. Upon analysis of the bill and 
the majority’s report thereon, it becomes clear that in reality no 
restraint whatsoever is intended upon the upward trend of field gas 
prices. ‘Reasonable market price,’’ as used by the majority, must 
be considered in conjunction with the determinants in the bill, namely, 
whether the price has been competitively arrived at, the effect of the 
contract upon assurance of supply, and the reasonableness of the 
contract provisions as they relate to existing or future prices. When 
these provisions are all read in the dight of each other, and particularly 
in the light of the majority’s elaborate discourse respecting the matter, 
it becomes clearly apparent that the Commission, in determining 
“reasonable market price,’ is narrowly limited. It is clear that 
“reasonable market price” in reality would mean whatever price the 
producer and pipeline company agreed upon in the absence of affilia- 
tion or collusion. ‘Reasonable market price’? would give lecislative 
sanction to the acceleration of prices currently characterizing the 
industry. 

The majority report spares no effort to establish a legislative history 
which will be urged upon courts to show that Congress favored vir- 
tually unrestrained increases in field prices of natural gas when it 
enacted this measure. 

To the three price determinants written into section 3 of the bill, 
the majority report adds five more, specifically enumerated and spelled 
out by subtitles. We will not speculate on what last-minute contro- 
versies among the beneficiaries of the bill caused this effort to legislate 
by remote control, so to speak, but we call to the attention of the 
House how these additional guidelines for the Federal Power Com- 
mission give further stress to the clear intent that “reasonable market 
price” shall be interpreted by the Commission to justify higher and 
higher prices of natural gas. 

Note, for example, the subsection of the majority report No. “3. 
Current level of field prices for natural gas.’’ Three possible situa- 
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tions are cited, and in each of the three the point made by the majority 
is that the Power Commission should recognize that “reasonable 
market price” ought to be higher than the facts at first glance might 
indicate. 

Throughout this part of the majority report it is emphasized again 
and again that “reasonable market price’’ is something apart from, 
and higher than, prices set under the original-cost-plus-reasonable- 
return basis heretofore employed by the Power Commission under 
the “just and reasonable” standard of the act. 

Most direct and convincing of all the statements in the majority 
report as to the patent ineffectiveness of the alleged control over field 
prices imposed by H. R. 6645 is the first sentence under ‘5. Bargain- 
ing at arm’s length.” 

The sentence reads: 

Market prices in the vicinity arrived at in arm’s-length bargaining would appear 
to be reasonable in the absence of clear and convincing evidence to the contrary. 
In other words, the ‘‘reasonable market price’’ standard imposed on 
natural-gas prices by this bill is, in all but the most exceptional case, 
a requirement upon the Federal Power Commission to endorse, ap- 
prove, and give official sanction to market prices as it finds them. 

To represent to Congress or to the public that this is, or is intended 
to be, a genuine and effective substitute for public-utility regulation of 
the natural-gas industry is, we submit, a task that the minority of 
your committee would not care to undertake or defend. 

The majority report, we submit, has made even more clear than the 
language of the bill itself that enactment of H. R. 6645 would be 
equivalent to repeal of the Natural Gas Act. A proposal to do just 
that would present far more forthrightly to the House what it is being 
asked to approve. 

Thus, if the Commission is compelled to use the market-price stand- 
ard, no relief from higher gas rates can be expected. This is particu- 
larly so in today’s unbalanced sellers’ market. Producers can be 
expected to continue, as in recent years, to take maximum advantage 
of such market and to charge ‘whatever the traffic will bear.” 


THE 10-PERCENT ARGUMENT EXPOSED 


Before the committee and throughout the extensive advertising 
campaign conducted by the oil industry to create a public opinion 
favorable to the enactment of this bill, a prominent argument has 
been that the producer’s price of gas is only 10 percent of the price 
which the consumer pays for gas. Therefore, say the proponents of 
H. R. 6645, a further and continued rise in producer prices will have 
little effect on consumers. Pipelines and local gas companies, they 
say, are the villains who exploit consumers. 

We present no brief for either of these two groups, but on the con- 
trary welcome as thorough an investigation of their rates, practices, 
and affiliations as the majority might care to undertake along with an 
equally searching investigation into the rates, practices, and affilia- 
tions of the oil and gas companies that control the bulk of our natural- 
gas supply. 

But we call attention to the calculated fallacy by which proponents 
of the bill seek to reassure consumer-conscious Members as to the 
relative harmlessness of increases in producer prices of natural gas. 





AMEND THE NATURAL GAS ACT, AS AMENDED 85 


The fact is that (1) a considerable part of every interstate pipeline’s 
gas must be sold, especially in off-season months, to industrial users 
at rates low enough to persuade them to switch temporarily from other 
fuels to natural gas, and (2) that a similar situation exists for most 
local gas-distributing companies—relatively low rate sales to switch 
users designed to maintain the volume of take from the pipeline as 
even as possible throughout the vear. 

This is a basic necessity of efficient gas pipeline operation. But 
the effect of it at any time is that a minor increase in the cost of 
gas going into the pipeline can cause the loss of patronage by such 
bulk users and thereby force either the pipeline or the local gas com- 
pany to recoup the resulting higher unit cost of gas from those cus- 
tomers who are not equipped to switch back and forth as between 
competitive fuels. Such customers are predominantly the household 
consumers. From them the pipelines, indirectly, and the local gas 
companies directly, must collect the higher costs of moving gas that 
arise when a rise in the producer price drives industrial consumers 
out of the market for gas. A small rise in price at the wellhead can 
force a verv substantial increase to domestic and commercial customers 
of the local gas company. 

These practical facts of the natural-gas business were forcefully 
described to the committee by Mr. Durfee, chairman of the Wis- 
consin Public Service Commission, and by a witness of the Lake- 
Shore Gas Co., Ashtabula, Ohio. We recommend these pages to the 
attention of any Member of the House who has been led to believe 
that producer prices are of minor importance in the lives of their 
constituents who heat their homes with natural gas. The fact is 


that a 5-cent increase in price at the gasfields can multiply itself 
many times over in its impact upon the helpless householder, a fact 
which neither the pipeline nor the local gas company can avoid. 


CONCLUSIONS 


For the foregoing reasons we believe that H. R. 6645 is not in the 
publie interest since it will result in higher rates to the ultimate con- 
sumer. 

We believe from the record made before this committee that the 
producers are, in effect, crying before they are hurt. Not a single 
producer appeared before our committee and testified that he was 
being hurt or gave us any information whatever of any difficulties that 
are confronting him. There has been no regulation of the producers 
by the Federal Power Commission and, therefore, we believe that no 
legislation is necessary at this time. 

We think the Federal Power Commission should exercise the power 
granted to it by Congress and, after a year or so of experience if at 
that time the producers who own these vast gas reserves can demon- 
strate with facts and figures the need for remedial legislation they can 
come before Congress and I feel sure that whatever is necessary will 
be done. In essence, we feel that the producers have utterly failed 
to prove their case; in fact, no producer appeared to present their 
case. The situation is so confused at this time that we feel legislation 
should await the outcome, in any event, of the investigation which has 
been proposed of distributing companies, pipeline companies, and the 
producers themselves. An intelligent factfinding investigation, in 
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no sense punitive or vindictive, would certainly be of great assistance 
to the Congress in determining what, if any, legislation is necessary. 
The need of such investigation has been recognized by our colleague, 
Mr. Harris of Arkansas, the sponsor of the bill reported from the 
committee, H. R. 6645, and who has introduced a: resolution -for 
investigation of certain phases, in the following language: 


It is quite obvious to me, as illustrated by the closeness of the vote by which 
the bill was reported that before this situation is cleared up in the interest of the 
industry as well as the consumer other factors are going to have to be considered. 

To me from the limited information I have on this overall problem, this is one 
of the most important problems in the interest of the people of America and I 
hope that we can have early consideration by the Rules Committee of this 
resolution. 


lt is needless to say that we are in full accord with the above views 
expressed by the sponsor of the bill and we join with him in the hope 
that such investigation will be held to supply the necessary facts and 
information which will enable the Congress to adequately pass legisla- 
tion to fully protect the consumer and until such facts are obtained 
this legislation should not be approved by the Congress. 
Respecifully submitted. 
Cuaries A. WeLVERTON. 
Don Hayworrn. 
Pau F, ScHenck. 
President Truman’s veto message of the Kerr bill is hereto attached 
as appendix I. 
APPENDIX | 


TRUMAN MESSAGE ON GAS VETO 


I return herewith, without my approval, H. R. 1758, a bill to amend the 
Natural Gas Act approved June 21, 1938, as amended. 

This bill would preclude the Federal Power Commission from regulating sales 
of natural gas to interstate pipeline companies, for resale in interstate commerce, 
by producers and gatherers who are not affiliated with the buyers. After careful 
analysis and full consideration, | believe that such an action would not be in the 
national interest. 

I believe that authority to regulate such sales is necessary in the public interest 
because of the inherent characteristics of the process of moving gas from the field 
to the consumer. Unlike purchasers of coal and oil, purchasers of natural gas 
cannot easily move from one producer to another in search of lower prices. 
Natural gas is transported to consumers by pipelines, and is distributed in a given 
consuming market by a single company. The pipeline companies, and in turn 
the consumers of natural gas, are bound to the producers and gatherers in a given 
field by the physical location of their pipelines, which represent large investments 
of funds, and cannot readily be moved to other fields in search of a better price 


SELLERS NOT UNITED 


These characteristics of the natural-gas business impose natural limitations 
upon effective competition among sellers. Competition is further limited by the 
degree of concentration of ownership of natural-gas reserves. While there are a 
large number of producers and gatherers, a relatively small number of them own 
a substantial majority of the gas reserves. Furthermore, the demand for natural 
gas has been growing phenomenally in recent years, and its natural advantages 
as a fuel, coupled with its present price advantage, indicate that demand may soon 
be pressing hard upon total supplies. 

Under these circumstances there is a clear possibility that competition will not 
be effective, at least in some cases, in holding prices to reasonable levels. Accord- 
ingly, to remove the suthority to regulate, as this bill would do, does not seem to 
me to. be wise. public policy 
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HAS FAITH IN COMMISSION 


It is argued that regulation of sales of natural gas to pipeline companies would 
discourage producers and gatherers from selling this gas in interstate commerce, 
and would discourage exploration and development of new wells. This claim 
rests primarily on the assumption that the Federal Power Commission would 
apply standards of regulation which did not take account of the peculiar cireum- 
stances of natural-gas production—such as the cost of exploration and develop- 
ment, including the drilling of dry holes. I do not believe this assumption is well 
founded. On the contrary, I am confident that the Commission will apply 
standards properly suited to the special risks and circumstances of independent 
natural-gas producers and gatherers. 

My confidence in this outcome is supported by the fact that, until recently, 
the Commission has not found it necessary to undertake t» re ulate the prices 
charge by independent gas producers and gatherers, although those prices have 
been advancing. It is only natural that prices have risen, since the interstate 
lines built during and since the war have offered a far wicer market than evisted 
previously and have resulted in more competition among buyers. This rrocess 
of price adjustment will probably continue, and it is right that it should if held 
within reasonable limits. 


SEES STRONG INCENTIVES 


Accordingly, producers and gatherers are finding, and I am sure will continue 
to find, strong incentives to search out new sources of natural gas and to sell 
their ras in interstate commerce. I believe the production and sale of natural 
gas will continue to grow rapidly, to the benefit of consumers and of all the busi- 
nessmen concerned with serving them. I see no danger to that growth in the 
continuance of the authority of the Federal Power Commission to regulate sales 
of gas to interstate pirelines. 

The continuance of that authority will adequately protect the public interest 
by rermitting the commission to prevent unreasonable and excessive prizes, 
which would give large windfall profits to gas producers, at the expense of con- 
sumers, with no benefit to the Nation in terms of additional e~ploration and 
production. Such cases are few, if any, at the present time, but the authority 
to “eal with them in the future clearly should not be Cissipated. 

Experience may demonstrate that some improvement of the existing statute 
may be eesirable. I have no doubt that the Commission will operate reasonably 
and in the public interest in carrying out the present law, but I would have no 
objection to reasonable amendments if they are found to be needed. 

To witheraw entirely from this field of regulation, however, imrelled only by 
imaginary fears, and in the face of a record of accomplishment uncer the present 
law which is successful from the standpoint of consumer, distributor, carrier, and 
producer alike, would not be in the public interest. Accordingly, I am compelled 
to return this bill without my approval. 
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ADDITIONAL MINORITY VIEWS IN CONNECTION 
WITH H. R. 6645 


bey are opposed to this bill for these reasons: 

It seeks to overturn the decision of the Supreme Court in the 
Phillips case by exempting from Federal Power Commission regulation 
producers of natural gas: 

2. Having e xempted from regulation the prices which the producers 
may charge i in interstate commerce, it turns around and in a specious 
effort to make the ultimate consumer think he is bei ing protected by 
Federal regulation, it provides for what purports to be regulation of 
the prices which the buying pipelines may pay the selling producers; 

3. It overturns 80 years of ratemaking procedures based upon 
‘just and reasonable rates’? which yield a fair return to the provider 
of the service on property he devotes to serving the public, and sub- 
stitutes a completely new and untried concept of having the public 
pay on the basis of ‘“‘going’’ prices 

4. It goes far beyond mere reversal of the Supreme Court decision 
by writing into law a recent administrative decision of the Federal 
Power Commission allowing an unconscionable windfall to interstate 
pipeline companies on gas which they themselves produce from 
reserves which have been paid for by consumers; 

5. It has built-in features which inexorably lead to higher gas prices 
to consumers as the interstate pipelines will automatically reap 
greater profits as they pay more for the gas they buy; 

6. It will accentuate the subsidy which consumers are now paying 
for the benefit of industries burning gas under boilers for the generation 
of steam. 


H. R. 6645 seeks to overturn the effect of the decision of the Supreme 
Court in the Phillips case by exempting from Federal Power Com- 
mission regulation the prices which producers may charge interstate 
pipelines 

In the Phillips decision in 1954, the Supreme Court held that the 

Federal Power Commission under the provisions of the Natural Gas 
Act had jurisdiction over the gas producers engaged in the sale in 
interstate commerce of natural gas for resale made after the completion 
of production and gathering of the gas. 


Prior to this time the Federal Power Commission had not exercised 
jurisdiction since the passage of the said act in 1938 ' over these sales 


! Letter to Hon. Charles A. Wolverton, chairman of the Committee on interstate and Foreign Commerce, 
dated December 29, 1947, from Peyton Ford, the Assistant to the Attorney General, which reads as follows: 

‘This is in response to your request for the views of this Department concerning the bill CH. R. 4099) to 
amend the Natural Gas Act approved June 21, 1938, as amended, in order to make clear the exemption of 
the independent production or gathering of natural gas from the provisions of the Natural Gas Act. 

‘The bill would amend the Natural Gas Act (52 Stat. 821) by adding a provision to section 1 (b) which 
would make the prov isions of the act inapplicable to ‘those engaged only in production and gathering, to 
the sile of such gas at arm’s length prior to its transportation in interstate commerce. 

“It would also amend section 2 of the Natural Gas Act by adding thereto definitions of the following 
words and phrases to be added to the act by the first amendment: ‘production’, ‘gathering’, ‘transportation 
of natural gas in interstate commerce within the meaning of this Act’, and ‘sale at arm's length to a natural- 
gas company’. 

“The effect of the enactment of this bill would be to withdraw from the regulatory authority of the Federal 
Power Commission the sale of gas at arm’s length by those engaged only in production and gathering of 
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between the producers and the interstate pipelines. It had confined 
its jurisdiction to regulation of the sales which the interstate pipelines 
made to the local distribution companies. 

Inasmuch as the purpose of Federal regulation in the natural-gas 
field is aid in protecting the public interest in an area where State 
regulation cannot be effective, the effect of the decision is a necessary 
complement in providing regulation of interstate gas from the time it 
first flows into the interstate pipeline until it reaches the ultimate 
consumer. While effective State regulation of the rates charged local 
customers by the local distribution companies is possible and exists 
and the Federal authority and responsibility in this field may be 
relinquished to the States, there has not been and cannot be effective 
regulation at the in-put end without regulation by the Federal Gov- 
ernment. It is needless for us here to dwell on the legal basis for this 
as expressed in a line of cases following the Attleboro decision some 
vears ago down to the recent Supreme Court decisions setting aside 
State impositions on gas moving in interstate commerce as in the 
Oklahoma and Kansas cases. 

However, we do recognize that over the years, as evinced in the 
hearings on the Moore-Rizley bill in 1947 and the Harris-Kerr bill in 
1949 (neither of which became law), many interested persons have 
felt that the production and gathering exemption included in section 
1 (b) of the act was an expression of intent of the Congress in 1938 
that the in-put end of this interstate business was not to be included 
under Federal regulation. Therefore, it seemed only proper to us, 
that irrespective of what was meant in 1938 or the Supreme Court’s 
construction of this exemption in 1954, the Congress should express 
its clear policy today as to the inclusion of these sales within the ambit 
of Federal jursidiction in the public interest. Accordingly, H. R. 
4923 was introduced by Mr. Heselton which would write into law the 
Phillips decision and thus end whatever ambiguity that might exist. 

At the same time, the administrative difficulties attending the 
regulation of all of the thousands of companies and individuals who 
might thus come under the Natural Gas Act was recognized. It is 
clear that it is unnecessary, in order to have effective regulation, to 
have all these producers regulated. Therefore, identical bills, H. R. 
4924 and H. R. 5339, were introduced by Mr. Heselton and Mr. 
Macdonald, respectively, which would continue control over the 
relatively few large producers which supply the major share of the 
gas moving in interstate commerce and would exempt the thousands 
of small producers: the regulation of whose sales is not necessary to 
adequately protect the public interest. 

The bill which was proposed by us on behalf of consumers every- 
where limits the proposed exemption to small producers and gatherers 
as defined therein. The statutory minimum below which regulation 
natural gas, prior to its transportation in interstate commerce. It has been held that the regulation of 
wholesale rates of gas and electric energy moving in interstate commerce is beyond the constitutional powers 
of a State. Missouri v. Kansas Natural Cas Company (265 U. 8. 298), and Public Utilities Commission v. 
Attleboro Steam Company (273 U.S. 83). On June 16, 1947, the Supreme Court of the United States decided, 
in Interstate Natural Cas Company v. Federal Power Commission, that the Federal Power Commission's 
subsequent assumption of jurisdiction to regulate the wholesale rate involved was within the regulatory 
powers conferred upon it by section 1 (b) of the Natural Gas Act. It is to this last-mentioned decision that 
the bill here under consideration appears to be directed. 

“‘While the scope of the Federal Power Commission's jurisdiction over natural-gas companies is a matter 
of legislative policy to be determined by the Congress, it is deemed advisable to invite attention to the fact 
that under our constitutional system the amendment proposed by the instant measure would create a gap 


between what a State may constitutionally regulate and what Congress will then have chosen to 
regulate.’’ * * * 
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would not apply will be fixed at not more than 2 billion cubic feet per 
year. The amendment proposed thereby would exempt from regula- 
tion approximately 97 percent of the producers and gatherers of natural 
gas making sales to interstate pipeline companies and yet would leave 
subject to regulation more than 90 percent of the gas sold by so-called 
independent producers to natural-gas companies. It is obvious that 
the few major oil companies.of the Nation are a close-knit organiza- 
tion, monopolizing the industry and holding, if permitted, a dictator- 
ship over the consumer. 

There are 20 million gas consumers in this country whose interest 
in the gas rate is only aroused when their individual rates are in- 
creased. The average consumer does not know why he must pay more 
for less, and if he inquires, such a deluge of exhibits, figures, and 
charts is showered upon him that he wishes he had not asked in the 
first place. Rate structures for natural gas have become highly in- 
volved because it is to the advantage of the monopoly to make them 
so. The individual consumer usually gives up his investigation by 
saying that he cannot understand the graphs, charts, and technical 
terminology and that perhaps he should not protest because his 
individual investment is so small in the overall picture drawn for 
him. He does not stop to think of the huge collective investment 
made by him and other gas consumers. The 20 million consumers 
have presently over $3 billion invested in gas-burning equipment. 
The gas-producing, carrying, and supplying companies—in fact, the 
entire industry—have little more than half of that amount as a total 
investment. In our democracy it would seem that the interest of the 
greatest number of people, with the greatest amount of money 
invested, should be protected first. The history of the gas industry 
does not bear this out. The monopoly is trying to bring about 
conditions whereby they are protected and the consumer must pay 
and pay to satisfy the industry greed which, history shows, never will 
be quite satisfied. 

Table 1 in the appendix shows the average cost of natural gas pur- 
chased by 17 major gas pipeline companies. This table was taken 
from the Federal Power Commission reports as indicated by the 
footnotes. 

In 1953 these 17 major companies purchased 4,075,082,683 thousand 
cubic feet of natural gas from independent producers which repre- 
sented96 percent of the total volume-bought by all companies subject 
to Federal Power Commission jurisdiction in that year from such 
producers. 

Table 2 in the appendix shows sales of natural gas by independent 
producers to natural-gas companies reporting to the Federal Power 
Commission for the year 1953. 

They clearly illustrate the monopolistic control of the industry by 
a very few large companies. 

Ard what is the relationship of the protection of the corsumer 
against the producer? The consumer’s investment is strictly an out- 
of-the-pocket expense for which he is guaranteed nothing. He pays 
for it with his own money, and may continue to pay for long periods 
of time. The producer, on the other hand, is allowed a 27.5 percent 
depletion charge annually. This means that out of each million dollars 
collected there is $275,000 free of any taxation. While it is quite true 
that a well will not indefinitely produce large quantities of gas or oil 
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and perhaps a depletion allowance is fair, if only to give an owner the 
opportunity to lay a nest egg aside, but it need not be an ostrich egg. 
If a well yields a million dollars a year for 5 to 10 years, the owners will 
have over a quarter of a million dollars tax free for each year and the 
remainder subject to no more than normal taxation. The allowance, 
as it stands, practically says that each company or individual who 
owns an oil or gas well should by some unaccountable reasoning receive 
preferential treatment given no other industry in these amounts be- 
cause the life of his income from this source is a limited one. The 
productive earning period of our American athletes, our writers, our 
artists are also commercially limited but they are given. po such deple- 
tion allowance. Our bill would make certain that dominant producing 
interests, primarily the major oil companies of the Nation, would not 
be able to assert their monopolistic position in the control of gas 
reserves to the detriment of the public interest. At the same time, 
it would relieve from the burdens of regulation the small-well owners. 

Recognizing the fact that the bookkeeping and other administrating 
procedures of the Federal Power Commission are a burden on a small 
company, it is pointed out that the amendment proposed by us would 
exempt from regulation by the Federal Power Commission approxi- 
mately 97 percent of all independent producers and gatherers of 
natural gas making sales to interstate pipeline companies and yet 
leaves controlled by fair regulation more than 90 percent of all natural 
gas sold by these so-called independent producers to natural+gas 
companies. 

The smaller well owners deserve this protection, in our opinion. 
Nothing would be accomplished by the regulation of them in any 
event. Such producers do not control sufficient supplies of gas to 
place them in a position to affect materially the interstate movement 
or prices of natural gas. Likewise, the regulation of a multitude of 
small producers would involve time and expense out of proportion to 
the benefits obtainable therefrom. By enacting our bill, the Congress 
can dispose of the differences that now exist and at the same time 
assure the consumers of natural gas protection against unreasonable 
rates in conformance with the principles of the Natural Gas Act. 

We are convinced that these bills are administratively workable 
and retain within Federal jurisdiction the control over gas at the 
reeviving end of the interstate pipelines which must be retained to 
protect the public interest. 


2. H. R. 6645, while taking away regulation over what the seller may 
charge, purports to protect the public by creating a pseudo-control 
by the Commission over what the buyer may pay, but this control is 
completely ineffective 

Despite this position regarding the necessity of maintaining the 
control over producer sales shown to exist by the Phillips decision, 
the majority of the committee has held otherwise, and in section 2 of 
the bill, H. R. 6645, these producers are exempted from regulation, 
In this the bill proposes to do exactly what was proposed by the 
Harris-Kerr bill which was vetoed in 1950. 

But the committee this time has gone further. In section 3 of the 
bill, it has added a provision under the guise of protecting the public 
which would give some sort of illusory control by the Commission 
over what the pipelines paid for gas from these producers. While 
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exempting the selling side, they appear to bring back under control 
the buying side. 

This control, however, is fictitious. The Commission is given juris- 
diction only if—and this is an important “if’’—the pipeline comes 
before the Commission and asks for an increase in what it may charge 
the distributing companies based on higher gas prices which it must 
pay. Even more important, when the Commission does have such 
jurisdiction, it may then exercise this jurisdiction only to the extent 
that it may set aside (through what it allows as operating expenses) 
the purchase price of gas which exceeds the “reasonable market price.”’ 

The Commission is limited to a determination of whether the price 
paid is not in excess of the so-called “market price,” however, that 
may be determined. It cannot, in any move to protect the consumer, 
challenge the market price itself. 

The vetoed Harris-Kerr bill of 1950 and several other bills before 
our committee this year at least were more frank in this particular. 
They proposed merely to take away Federal jurisdiction over the 
price paid. They do not seek to get an affirmative Federal endorse- 
ment of this price. 

We can appreciate that a bill might be written which would give 
the Commission control over the buying side of the transaction, 
while exempting the selling side, and that such control might be more 
or less effective in protecting the consumer. Such control, however, 
would have to be predicated upon whether the price paid was a “‘just 
and reasonable”? one, which would permit the Commission, in line 
with established principles, to inquire into the factors bearing upon 
the price, the property used, the expenses of operation, the fair return 
upon such property so used among other considerations and would 
permit consideration of the return needed to assure continuing 
supplies, exploration and development of reserves and attraction of 
capital into the industry. 

But this bill does not do this. It confines the Commission to the 
simple determination of whether the price is in excess of the “‘reason- 
able market price.’’ And it does this only under certain limited cir- 
cumstances. 

It would seem to us that the so-called protection to consumers 
afforded by the bill was worse than nothing for it purports to give 
protection where none actually exists. 


3. H. R. 6645 overturns 80 years of ratemaking procedures based on ‘just 
and reasonable rates”’ and substitutes a new concept of “reasonabli 
market price”’ 

Since the decision of Justice Hale in De Portibus Maris, no one 
seriously questions the tenet that when one devotes his property to a 
public use, he subjects himself to regulation in such use. Indeed, 
since such use is regulated, we frequently then grant the user a monop- 
oly of the business in this field. In return, the user, as expressed in 
that benchmark case in 1875 of A/unn v. Illinois, is envided .o, bui 
no more than, a ‘‘just and reasonable rate’’ for the service which he 
performs. 

“Just and reasonable’”’ have become established terms in law, and 
clearly imply a rate which will yield enough to cover operating expen- 
ses plus a fair return on the property used in performing the service. 
In Smyth v. Ames in 1898 some 6 factors were listed for consideration 
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in the determination of a fair return on the property used, which, in 
subsequent years, became consolidated around 2, namely, actual cost 
of investment versus cost of reproduction new, with depreciation taken 
into account. Starting with cases such as the Southwestern Bell de- 
cision followed by the Pacific Gas & Electric decision and subsequently 
the Hope Natural Gas, the Court has supported as “just and reason- 
able” rates which have included a return based primarily, if not solely, 
on the original cost less depreciation of the property used. 

Ratemaking under such principles is well established. It is well 
understood. It is generally accepted although it is true that depend- 
ing upon price levels it is likely that the regulator and the regulated 
may appear on different sides of the argument such as the Government 
in 1898 urging reproduction cost with the railway advocating original 
cost and 30 vears later finding the sides reversed. 

Now for this procedure which has been followed through most of the 
history of the Commission in regulating the gas industry, the bill 
would substitute for “just and reasonable” the use of ‘reasonable 
market price.”’ 

What does “reasonable market price’? mean? 

The bill as reported does not define “reasonable market price’’ nor 
does it set up any guidelines for the Commission in administering this 
new principle other than that the Commission shall consider whether 
this ‘reasonable market price’? has been competitively arrived at. 

In a search of law dictionaries and court decisions, we find tbat 
the phrase never has been judicially determined. 

It would seem that in the absence of a clear definition in the bill 
or of the phrase having an accepted legal meaning, the record of the 
hearings might be productive of some light on what is intended. 
This is not the case. 

‘The first witness for the industry supporting the bill seems to have 
had ‘‘market price’? in mind at one time and at another time has 
indicated that the phrase might mean a number of things. The Com- 
mission witness expressed himself with great ambiguity. At one time, 
apparently, interpreting the words as though they were ‘average 
prices,” and at another indicating that they were probably subject to 
sufficient doubt; that the phrase “just and reasonable price” should 
be substituted. 

Perhaps the fullest expression was made by witness John W. Boat- 
wright, vice president of Standard Oil Co. (Indiana) who appeared for 
producers of oil and gas, and who seemingly identified “reasonable 
market price’? as being ‘market price.”” His comments should be 
quoted: 

Mr. Bennett. Will you tell me how you feel the Federal Power Commission 
will determine what is a reasonable price for gas at the field where it is produced? 

Dr. Boarwricut. I wish I could, but I cannot answer that question. I do not 


know how they will determine reasonable price. I do not think there is any other 
wey than substitution of judgment. * * 

Mr. Bennetrr. How would you go about determining what was a reasonable 
inarket price? You are an economist and an expert in this field. 

Dr. Boatwricut. The first thing I would look for would be the competitive 
level, the competitive price. 

Mr. Bennetr. The competitive price is the market price, is it not? 

Dr. Boarwricut. You bet it is. 

Mr. BENNETY?Y. It is the market price— period. 

Dr. Boatwricut. Yes. 

Mr. Bennett. But the ‘‘market price—period”’ is not the price that the Com- 
mission is supposed to arrive at necessarily. 
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Dr. Boarwricut. There is no prohibition against the Commission arriving at 
the competitive price as the reasonable price; is there? 

Mr. Bennett. No, I do not think so. 

Dr. Boatwricnt. I don’t either. 

Mr. Bennett. But there is no requirement that the Commission find that the 
market price is the reasonabie market price. 

Dr. Boarwricut. That is correct. 

Mr. Bunnztr. There is no requirement that the Commission find that the aver- 
age price is the reasonable market price. 

Dr. Boatwricut. I understand thet is correct. 

Mr. Bennzetr. How would one go about determining the reasonable market 
price in @ particular field? 

Dr. Boatwricsr. It is an extremely difficult problem. The only way that I 
know that it could be reasonably approached would be to attempt to approximate 
as closely as you could the competitive price, the arm’s-length price in any given 
producing area. To me that is the reasonable price, and any other price is not 
reasonable (pt. I, pp. 354, 355). 

Meaning of ‘‘marke? price’’.—If the term “reasonable market price’’ 
is to be construed as “market price,’’ we are on firmer ground in 
understanding what is involved. Market price is well established 
both in law and in economics. It means the price currently being 
paid for goods of like kind by free and able buyers to free and able 
sellers. It is manifest in sales which are sales other than those made 
by sellers forced to sell or buyers forced to buy. In the absence of 
current sales in a market, presumably one migh< look to recent sales 
in that market or to current sales in other markets where goods of 
like kind, quality, and quantity are involved. 

Market price, accordingly. is the price currently being paid in the 
market. It is the last price or, in simple terms in this sellers market, 
“the highest price.” It is not any average of prices which were 
contracted for in previous years and currently being paid. It is not 
an average of a given number of high prices or low prices. It is 
challengeable only on the ground that it was price set by someone 
under compulsion to sell or someone under compulsion to buy, and 
was not freely arrived at among free agents 

Spokesmen for the industry led off the hearings with extended 
testimony to the existence of a highly competitive situation among 
the producers selling gas and the pipelines buying the gas. Witness 
Boatwright presented an extended economic treatise bearing upon 
the existence of a free market; not menopoly controlled either by 
producers or by buying pipelines. 

Hardly had their testimony finished, however, when the committee 
was confronted with vigorous and repeated testimony from distribut- 
ing companies to the effect that certain clauses in the contracts written 
between producers and pipeline companies destroved any freedom of 
freely contracting for supplies on a free market. This testimony 
centers chiefly on so-called “‘escalation’’ clauses. 

tscalation clauses destroy the validity of ‘‘market price’’.—-There 
appear to be several types of these clauses. One, a “‘fixed’’ type, 
provides for specific increases at periodic intervals in the price which 
the pipelines will pay. Others provide for increases in price at periodic 
intervals in accordance with some index, as a wholesale price or cost- 
of-living index. Others, which the distributing companies argued as 
most objectionable, provide for the contract price increasing at later 
intervals to the price which subsequently might be paid by (1) the 
pipeline to someone else, (2) to the producer by some other pipeline, 
or ‘3) by another pipeline to another producer in the same field or, 
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im some cases, in other fields some distances away. This last group 
is generally identified as “favored nation’ type clauses; a historic term 
from trade agreements whereby one nation grants the same favorable 
treatment to all nations which it may have granted or may subse- 
quently grant to any nation. 

Clearly, if despite the price agreed upon at any time between a 
buyer and seller, the buyer subsequently must pay the price which 
some other buyer and some other seller agree upon at a later date, the 
element of bargaining at the original date is weakened if not destroyed. 
Also, if one buyer seeking additional supplies should be forced to pay 
a higher price in a field than he has paid and contracting for new 
supplies at the higher price forces him to pay more for his former 
supplies, the buver may be constrained from entering the market at 
all. One new sale of gas at a higher price may “‘trigger’’ off innumer- 
able contracts and raise prices under old contracts in that field or in 
other fields. Thus, current prices paid are far from the result of 
arm’s-length bargaining among a number of free agents. 

Committee’s attempt to eliminate “escalation” clauses.—Early during 
the course of the hearings it was evident that the consensus of the 
committee was that these artificial influences on gas prices were 
undesirable. Producer and pipeline witnesses sought to minimize the 
influences of these clauses by arguing that they could be “set off” or 
“triggered”’ only by new contracts and since the bill provided Com- 
mission control over new contracts, the escalation clauses in the old 
ones could not unrestrainedly come into play. Such arguments over- 
looked the fact that half of the gas is purchased by other than the 
pipelines which come under Commission jurisdiction so that the 
Commission could have no possible control or “‘brake’’ on half of 
the supply. In addition, much of the gas bought by the pipelines is 
for ‘sale’ and not for “resale’’; i. e., sold to industries. ‘The Com- 
mission has only jurisdiction of a doubtful nature over gas purchased 
for this purpose. 

The committee, accordingly, has amended the bill to reduce the 
effect of these escalation clauses in existing as well as in new contracts. 
But it has far from eliminated them. It allows their continuance 
insofar as they operate to push up prices from wherever they are set 
by contract to the “market price’ or the “last price’? as has been 
shown before. It restricts their operating to put prices above “reason- 
able market price’ but on the basis of the interpretation given of 
“reasonable market price” as ‘market price’? and ‘market price’’ as 
the current price, we cannot comprehend where this is anv impedi- 
ment at all because by definition the clause can hardly operate to do 
this except perhaps where more than one field, such as a Texas com- 
mission district, is involved. 

The committee has amended the bill to give the Commission author- 
ity over the prices paid only in certain instances. In the case of pur- 
chases made under contracts containing these favored-nation type 
escalation clauses, the Commission would have some jurisdiction, but 
the Commission would have it only when the pipeline applied for in- 
creased rates from the distributing company. In the case of con- 
tracts for purchases having escalation clauses with specific periodic 
stepups in prices, the Commission would not have any jurisdiction 
at all. 
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The argument for this procedure is premised on the ground that the 
public interest is involved only when rates are increased and the Com- 
mission may act as a referee here to see that they do not go too high. 
The argument for not giving control over the fixed stepup prices is 
that these contracts were entered into initially at lower prices than 
otherwise might have been obtained so as to enable the pipelines to 
create a market to build up business to maximum utilization of facili- 
ties. Hence, with greater utilization, per unit cost of transportation 
declines and it is feasible to pay more per unit of gas without an in- 
crease in the ultimate rate. The stepup is fixed and all will know 
ahead of time the amount involved. 

While the treatment accorded these escalation clauses by the com- 
mittee may be more acceptable to the distributing companies than the 
existing setup as they will have some small protection through an 
umpire over prices in contracts where the effect of the contracts is 
unknown and the price depends upon something other than the stated 
increases in the contract, it seems to us that the public interest has 
been completely overlooked. It is not enough to say that in certain 
cases there will be control at the time application is made for increased 
rates. The public interest merits a control which would permit the 
public to receive decreases they properly would be expected to receive 
when conditions change to lessen the “just and reasonable cost’’ to 
distributors. 

Under the rate-base approach used in ratemaking for the inter- 
state pipelines, rates are based on the covering of operating expenses 
plus a fair return on the property used. The property used, how- 
ever, depreciates each year so that the value of this property or the 
‘“‘rate base’ declines each year (presumably in some degree com- 
parable with the decline of the service life of the facilities). Thus, 
other things being equal, the amount included each year as repre- 
senting the “fair return’ on the property is a decreasing one. In- 
deed, in the case of interstate pipelines, with a terrific investment in 
facilities, the effect of the rate of return in the total rate permitted to 
be charged is of very substantial significance. 

What happens under the formula adopted by the committee which, 
in effect, is an endorsement of the program inherent in the producer- 
pipeline contracts? 

Whereas the ultimate consumer reasonably would expect that the 
rate he is required to pay would decrease over the years owing to 
(1) the decline in the value of the rate base and (2) more efficient or 
maximum utilization of the facilities, the ultimate consumer finds that 
this reduction in operating and overhead expenses of the pipelines 
is counterbalanced by increased cost of the purchased gas. During 
the hearings, there was testimony given by the Federal Power Com- 
mission to the effect that an appreciable number of increases in price 
of purchased gas could take effect without the ultimate rate needing 
to be increased. There was no testimony given by any witness as 
to whether the rates might not have been expected to decrease. 

It should be pointed out that this is a one-way street. There is 
nothing in the bill which authorizes the Commission to bring contract 
prices down to market prices in the future if the trend in gas prices 
should be down, large reserves developed, or demand for gas dwindle. 
It only directs the Commission to put contract prices up to “market 
price” or the highest price paid. 
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Too much attention to escalation clauses.—It has seemed to us that 
too much attention has been given to these admitted vicious escalation 
clauses and to methods which would minimize their damaging in- 
fluence. As we construe the term “‘market” it seems to be clear that 
the Commission would have to rule out these clauses in any event in 
determining whether the ‘“‘market’’ was a free one and in order to do 
this, new language is unnecessary. Indeed, the Commission, on its 
own motion some time ago, banned certain types of escalation clauses 
ip its consideration of certificate cases. 

The time spent on escalation has obscured the inherent problem, 
and that is that the Commission does not have authority to set a 
‘just and reasonable rate.”” It can only go along with the market 
or “highest price paid.” 

There are many ways of adjusting the market price which do not 
necessarily involve escalation clauses. There was a great deal of 
discussion at the hearing as to the effect on others of the American- 
Louisiana Pipe Line coming into the gulf-coast area and offering 
20 cents per thousand cubic feet for gas with stepup to 27% cents later 
on. This was pointed out as touching off many increases under escala- 
tion clauses with current prices in other fields of 10 to 15 cents used in 
comparison. However, it was pot pointed out that in this very same 
area, the price of gas was raised from 9.8 cents to 16 cents in 1953 
owing to one contract between Union Oil Co. and Transcontinental 
Gas Pipe Line. That pipeline hitherto had purchased some 73 to 
98 million cubic feet daily at 8% cents which was raised to 9.8 cents in 
1952-54, owing to favored-nation clauses. In November 1953, 
however, they renegotiated the contract to get 95 to 127 million cubic 
feet daily, dropped the favored-nation clause, but agreed to pay 16 
cents initially with l-cent stepup clauses each 5 vears to 19 cents. 

Through the power that les in the negotiation for new supplies, 
renegotiation of old contracts may be occasioned and the price in- 
creased. Unless the Commission has the authority to challenge the 
market price and to determine a reasonable price, it does not seem to 
us of great importance what restrictions are placed on what terms are 
set out in the contract. 

If there is no “market,” can the Commission set a reasonable price? 
It has already been indicated that the principal industry witness de- 
fined the “reasonable market price’ standard as synonymous with 
“market price,”’ and he defined ‘“‘market price’ as one which is arrived 
at competitively. But suppose that there is no market either due to 
the absence of a number of free and able buyers or of free and able 
sellers, a monopoly situation, the fact that the field is one which is 
not in production, or for other reasons? 

Then does the adjective “reasonable” have an enhanced meaning? 
Does ‘reasonable market price’? become ‘reasonable price’? Then 
can the Commission construe “reasonable price’? to be something 
built up out of costs of production plus a fair return on property 
used? Indeed, would we not have gone right around in a circle and 
have come to the same end as we would have under the Phillips deci- 
sion except that the producer’s actions only (and not the proc ucer) 
were regulated? 

It seems to us pertinent to raise these questions. The bill as re- 
ported by the committee specifically designates the place where the 
“reasonable market price” is to be determined as at the point where 
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the gas enters into the long lines of the transporting pipeline company. 
Obviously, at that designated point there no longer can be a market 
for there is only 1 seller and only 1 taker. What sort of a benchmark, 
then, does the Commission use? 


4. H. R. 6645 goes far beyond reversal of the Supreme Court decision in 
the Phillips case, it provides an unconscionable windfall to inter- 
state pipeline companies on gas which they themselves produce 

Section 2 of the bill reported proposes to reverse the effect of the 
Phillips decision by the Supreme Court. That decision relates to 
bringing under Federal control the independent producers and gath- 
erers, which, until the Phillips decision, the Federal Power Commission 
had never regulated. 

But section 3 of the bill in subsection (f) as reported, relates to the 
regulation of interstate natural-gas pipeline companies about which 
there never has been any question of regulatory jurisdiction since the 
act was passed in 1938. This new subsection seeks to write into law 
an administrative decision by the Federal Power Commission, not by 
the Supreme Court, in a recent case dealing with the rates of the 
Panhandle Eastern Pipeline Co. 

In this decision the Federal Power Commission has completely 
overturned years of precedent, which has been fully supported by the 
courts, in public-utility rate regulation and in its own regulation of 
interstate pipeline companies. This decision in effect has promul- 

ated a new theory of rate regulation never before approached in our 

Chesney of regulation. 

The concept of regulation which has stood the test of time has been 
that the consumers, and the utility as well, were protected through 
rates which would yield enough to meet the costs of operation and 
provide a reasonable return on the property used in the service. This 
new theory states that regardless of the pipeline company’s costs and 
regardless of the investment it has in property used in the public 
interest, the public shall pay on the basis of, not a regulated price, 
but the going price set by entirely foreign interests, none of whom are 
subject to control. 

The producers who have come before us have not dared to ask for 
anything as revolutionary as that. Their argument has been that 
they should be free of regulation and allowed to assume for themselves 
the risks which are inherent in their type of industry and in selling 
their product. But these pipeline people want to eat their cake and 
have it, too. 

The pipeline by its very certificate is protected. It has a captive 
market, and it gets a return adequate to yield a reasonable return 
on its investment. Now it wants something above that; the spread 
between its own costs and the field price on gas set by somebody else 
not subject to regulatory control. 

No such provision was contained in the Harris-Kerr bill of 6 years 
ago. Asa matter of fact, it was overwhelmingly voted down in com- 
mittee when proposed as an amendment. But it is in the present 
bill and has slipped by without being given the attention it warrants. 
All of the emphasis during the hearings has been upon putting the 
independent producers back into the nonregulated position in which, 
it is claimed, they thought they were before the Phillips decision. 
Very little, if any, attention has been accorded this provision of the 
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bill which relates to interstate pipelines which always have been 
regulated. 

This windfall to the producers would be substantial. In the Pan- 
handle case, the result arrived at, according to one Commissioner, in 
determining the cost of produced gas under the rate-base method 
including a return of 5% percent, was $4,169,052, whereas the Com- 
mission allowance for this produced on the basis of average field 
prices was $5,476,804. This is a substantial increase amounting to 
over 30 percent. According to a majority of the Commissioners, the 
result arrived at in determining the cost of produced gas under the 
rate-base method was 0.85 cent per thousand cubic feet as compared 
with a weighted-average price applying in the same fields of 8.4398 
cents. This is a terrific increase. Admittedly, the average field 
price used as a basis was less than the current market price. 

The rate-base method approach used by the Commission over the 
years, until this recent interpretation, covered the pipeline’s costs of 
production of the gas; it covered the carrying charges for gas leases; 
it covered exploration and drilling for gas; and the expenses of dry 
holes where gas was not found. All of these expenses were included 
in the operating expenses which were recouped, together with a fair 
return, in the form of revenues received from the rates charged by the 
pipelines. This means that the costs of carrying and developing these 
leases were borne by the ultimate consumer. Indeed, as testified by 
some witnesses, in certain cases over the years the full costs have been 
recouped so that it was felt that it is past due that the public had the 
benefit of what it had already paid for in the way of getting gas from 
the pipeline company owned reserves at a lower figure. By what 
stretch of reasoning, now, are these reserves, in effect, removed from 
the rate base, and why should the consumers be expected to pay, not 
on the basis of what it costs to produce from them, but on the basis 
of what someone else, someone whose past risks and expenses in no 
way have been borne by the consumer, may be receiving in the area? 

In passing, but we do not dwell on it for lack of complete information 
at this time, it is also obvious that to the extent that the various 
producing subsidiaries and producing affiliates of the pipeline com- 
panies are not wholly owned by the pipelines (and it is evident that 
often they are not), the windfall which this bill provides does not 
necessarily accrue even to the stockholders of the pipelines. 

This also seems a one-way street. For in the future, if market 
prices should be below what the costs of production would be under 
the rate-base approach, can it be held that the company should take 
into operating expenses at that time only the market price? If the 
market price should be substantially below, could a Commission 
jeopardize the financial stability and credit of the pipeline by allowing 
only such market price? The company would be the first to plead 
confiscation without due process of law and under the language 
adopted there would appear to be no reason why it would not be up- 
held in changing back to the present method. 


5. H. R. 6645 has built-in features which inexorably will lead to higher 
gas prices to consumers as the interstate pipeline companies auto- 
eee will reap greater profits as they pay more for the gas they 

uy 
There was much testimony during the hearings to the effect that 
the pipeline companies engaged in vigorous arm’s-length bargaining 
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over the price of gas which they purchased. While distributing com- 
panies and representatives of consumer groups testified that this 
bargaining was largely perfunctory, inasmuch as the pipelines were 
able to pass along any charges incurred in the purchase of gas. 

Be that as it may, it is one thing for the pipeline to be in a position 
to pass along what it pays, with its profits or return calculated only 
on a basis of a reasonable return on its own property used in the serv- 
ice. It is quite another situation, however, when any representative 
of a pipeline is placed in the position of buying gas in any given field 
and is faced with the knowledge that the lower the price he pays to 
the producer, the lower are his profits on his own reserves or conversely, 
the higher price he pays for purchased gas, the higher the profits he 
obtains from his own gas reserves. How is the public interest to be 
protected in that situation? 

This is the very dilemma arising from the inclusion in this bill of 
this subsection giving the pipelines the going market price for their 
own produced gas instead of their costs of producing it. The higher 
the market, the more they make and vice versa. This is axiomatic. 
It is a premium offered for less strenuous dealing in purchasing gas; 
of not fighting for the lowest possible price on gas purchased; and for 
paying ever-increasing prices. 

As long as this subsection and the Commission’s theory in the 
Panhandle case prevail, all of the good that possibly could arise from 
the operation of the control with which the Commission would be 
authorized over prices paid by the pipelines to independent producers 
for purchased gas is totally vitiated. 

Let us be clear about this. Its significance is so vast that we do 
not wish it to be overlooked. 

In the consideration of bills exempting independent producers in 
previous years, the treatment to be given pipeline-owned production 
was one thing. In previous consideration the independent producers 
were flatly exempted. No control whatsoever over the price paid by 
the pipelines for purchased gas was contained in those proposals. 

But in this bill, something different is attempted. While the inde- 
pendent producers, as such, are exempt, the price which can be paid 
by the pipelines for their gas is subjected to nominal regulation by the 
Federal Power Commission. ‘The Commission is to see to it that the 
contracted price is not above the “reasonable market price.” 

Now what do we find? We find the producers as sellers and the 
pipeline companies as buyers both under every natural inducement 
to get the market price up as high as possible. We repeat, how can 
the public interest be protected under these circumstances? 


H. R. 6645 will accentuate the subsidy which consumers are now 
paying for the benefit of industries burning gas under their boilers 
for generation of steam 

In the last two sections we have discussed the windfall which this 
bill gives the pipeline companies on their owned gas. It should be 
pointed out that this windfall is achieved at the expense only of the 
consumer—chiefly the residential consumer. 

The application of the allowance as operating expenses of the market 
price, rather than the costs of production of the gas so produced, occurs 
only in the consideration of those rates which are under Federal 
Power Commission jurisdiction. The Commission regulates those 
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rates charged distributing companies who, in turn, sell to consumers. 
The Commission does not regulate the price at which pipeline com- 
panies sell gas direct to industrial users. These sales are exempt from 
regulation under the law. Presently these sales are at prices sub- 
stantially below the prices which the general public eventually is 
forced to pay. 

When the Commission, under this new subsection, allows the pipe- 
line company to include as operating expenses the artificial amount for 
which gas is otherwise being sold and not what the company actually 
has expended, the pipeline, naturally, will receive substantially 
increased revenues from the distributing companies—revenues against 
which the company has no actual out-of-pocket expense. These 
extra cash profits are available inducements for the company to 
apply in selling gas at even lower prices to these industries which use 
it under their boilers to make steam. The Federal Power Commission 
and the public are powerless to do one single thing about it. 

Among the proposals which were under censideration by the com- 
mittee at the same time as this bill which has been reported, was one 
by our colleague, Mr. Staggers, which proposed that the Federal 
Power Commission be given jurisdiction over these industrial sales. 
While such added jurisdiction has been urged in times past by the 
Commission and would seem proper in rounding out the area of 
regulation necessary to protect the consumer, it seems to us that 
such a provision would be mandatory if the situation created by the 
bill as reported were adopted. 

It is one thing for the Commission to make certain allocations of 
costs for ratemaking purposes which, fairly or unfairly, result in 
different costs being applicable to industrial sales and to sales to 
distributing companies for resale to residential users. It has been 
done in the past with the result that industrial sales have been made 
at prices which did not recover a pro rata proportion of the costs 
compared with recovery from sales to distributing companies. We 
do not wish to enter into the propriety of this allocation or arguments 
as to why this may have been warranted—load factor, offpeak sales, 
interruptible nature of the service, ete. But it is quite another 
thing for the Commission to have no control over the prices charged 
industrial customers when the Commission, by law, includes artificial 
operating expenses in the costs applicable to rates paid by distribut- 
ing companies. The profits resulting are then available to enlarge 
the disparity with rates paid by industrial customers. This seems to 
be especially apt when the Commission has no control over interlock- 
ing directorates. Many of these industrial customers are represented 
on the boards of the pipelines. 

It is argued that the State commissions have control over the rates 
charged industrial customers by the pipelines and is based on a 
Supreme Court decision in a case between Panhandle Eastern Pipe 
Line and the State of Indiana. It is true that in that decision the 
Court held that in the absence of Federal regulation in this field, the 
State could regulate the industrial sales made by the pipeline within 
that State. 

But let us look at the regulation involved. It does not cover the 
matter at issue. 

When a pipeline company or an industrial customer is in disagree- 
ment over the rate charged for the sale to the industry, either one, 
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obviously, may be in a position to take the matter to the State com- 
mission. The State commission well may be empowered to rule on 
the reasonableness of the rate from the point of view that the rate 
which the industry was being asked to pay was reasonable or was too 
high. What happens, however, when neither the pipeline nor the 
industry is dissatisfied with the rate? 

The discrimination which the action of the committee accentuates 
is that the distributing utility and ultimate consumers pay a higher 
rate under Federal regulation than the industrial customer pays under 
possible State regulation. It seems unlikely that the State commis- 
sion, in the absence of a rate proceeding before it covering the indus- 
trial sale, would move ex parte to consider the rate and arrive at a 
finding that the rate was too low. How could it make such a finding? 
It could be based only on a determination that the local rate was 
discriminatory as compared to the interstate rates and should be 
increased. ‘To make such a determination, however, the State com- 
mission would have to be conversant with the interstate business of 
the pipeline and these accounts, operations, and examination are 
outside the State’s jurisdiction. This is a Federa] matter. Only the 
Federal agency, therefore, is in a position to find that discrimination 
exists. 

When the pipeline companies reap the advantages of the windfall 
given them by this bill, it seems high time that all of their activities 
were brought under the Commission’s jurisdiction. 

Joun W. Hesetron. 
Torspert H. Macpona.p. 
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TaBLE No. 2.—Sales of natural gas by independent producers to natural-gas com- 
panies reporting to the Federal Power Commission, year 1953 








| Producers | Sales (thousands of cubic feet) Average 
| aased sales 
Bize interval (thousands | | volume per 
of cubic feet of natural } N he | Cumulative | Cumulative | producer 
gas) PNG; TY Volume in | i} (thousands 
Senarvia | | | interval | | of cubie 
“| Number | Percent} Volume Percent feet) 





} 









Over 100 million___- | 7 0.16 |1, 308, 598,166 |1, 308,598,166 | 30.79 | 

50 to 100 million__- | 21 .48 | 928,903,489 2, 237,501,655 | 52.66 

25 to 50 million.. 39 -89 | 671,694, 706 | 2,909, 196,361 | 68. 47 | 

10 to 25 million____- 62! 1.42 353, 847,849 (3, 263,044,210 | 76.79 | 4, 689 
§ to 10 million_........-- 114 | 2.61 | 367,630,122 |3, 630,674,332 | 85.45 | 9, 810 
2 to 5 million 174 3.99 224, 893, 282 3,855, 567,614 90. 74 | . 221 
1 to 2 million ; 227 5.20] 70,6 53 |3, 926,171,167 | 92.40 | 32, 143 
500,000 to 1 million. -. 374 8.57 | 139, 733,341 |4, 065,904,508 | 95.69 | . 566 
100,000 to 500,000_ . 629 | 14.41 } 4, 103, 641 14, 160,008,149 | 97.90 | 9 034 
Under 100,000 4,365 | 100.00 | 89,061, 787 |4, 249, 069, 936 | 100.00 3, 839 

ROR cect ; 4,365 4, 249, 069, 936 |.......- 





Source: Federal Power Commission study. 








ADDITIONAL MINORITY VIEWS ON H. R. 6645 


By the close vote of 16 to 15 this committee has reported out 
favorably the bill (H. R. 6645) to free the producers and gatherers of 
natural gas from Federal Power Commission control. In so doing, 
the committee has not included in the measure provisions which are 
necessary to preserve and keep in balance the general fuel economy of 
the United States, conserve its available gas supply, protect the 
national defense, and correct competitive conditions which now 
unreasonably favor the natural-gas industry because of the construc- 
tion and administration of the Natural Gas Act of 1938. The serious- 
ness of this issue is attested by the slim one-vote margin by which 
H. R. 6645 survived committee consideration. 

It is my recommendation that the House of Representatives reject 
H. R. 6645 unless this measure is amended to include necessary provi- 
sions which will empower the Federal Power Commission to conserve 
the available reserves of natural gas, prevent rate discrimination 
favoring industrial customers over domestic consumers, and establish 
a better balance in the conditions which fuels competing with natural 
gas must mect as a result of the construction and administration of the 
Natural Gas Act. 

Extensive testimony appears in the record of the proceedings before 
this committee to document the contention that the public interest 
will not best be served by a bill such as H. R. 6645 which is designed 
primarily to benefit only one relatively small segment of the overall 
economy that is affected by the transportation, sale, and distribution 
of natural gas in interstate commerce—the producers and gatherers 
of this valuable natural resource. Consumer groups, coal interests, 
railroads, labor organizations, and countless others have urged the 
committee to reject this legislation unless additional safeguards are 
contained therein to protect the overall public interest. It must be 
remembered that the Natural Gas Act makes it possible for the natural- 
gas industry to enjoy Government-protected markets amounting to a 
monopoly and that this benefit for the one industry creates problems 
of survival for those fuel industries that would compete for the same 
markets. 

My bill, H. R. 4943, would have gone a long way toward making 
H. R. 6645 a measure free from any implication of serving the interests 
of a few at the expense of many. In the closing days of the executive 
sessions of the committee, I urged the adoption of certain principles 
in the bill which I believed to represent irreducible minimums in 
any bill designed to assist the natural-gas industry in achieving the 
understandably desired end of divestment of Federal controls at the 
production and gathering level. These principles are inherent in 
sections 1, 2, 4, and 6 of H. R. 4943, which I introduced in the House 
on March 15, 1955. 

The Nation’s reserves of natural gas are rapidly being exhausted, 
and the exhaustion thereof has been stimulated in no small measure 
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by the conditions arising out of and existing under legislation for 
which Congress is solely responsible. In the 17 years since the 
Natural Gas Act was first passed, the use of natural gas has grown by 
leaps and bounds, to a point where the rapidly dwindling reserve 
index requires that Congress act now to protect the public against 
acceleration of the exhaustion of these reserves through inferior and 
uneconomic uses. It is the duty of Congress to protect the public 
interest in this situation, because the States are powerless to act. 
The gas-consuming States acting individually cannot be expected to 
deny to their citizens the use of cheap natural gas for inferior purposes 
when such denial would only result in the use of that same gas for 
inferior purposes in other States. The gas-producing States are 
constitutionally unable to protect themselves against the uneconomic 
exhaustion of this natural resource, even though this exhaustion will 
result in severe economic dislocation when those States find themselves 
without any form of energy supply. 

The country’s natural-gas reserves presently have a life index 
(reserves divided by yearly production) of only 22 years, compared 
to a life index of 32% years in 1946. The present extravagant use of 
natural gas constitutes a grave threat to our future economy because 
of the growing dependence on this valuable natural resource. Dis- 
coveries of natural gas in 1954 were the lowest since World War II, 
in spite of the fact that efforts to discover more gas were at an alltime 
peak last year. 

More than 80 percent of the natural gas for the eastern half of the 
Nation comes from Texas and Louisiana. Two-thirds of the gas 
production and reserves of the entire country are accounted for by 
these two States. The reserve life index of natural gas for these two 
States combined has fallen from 40 to 22 years since 1946. Gas 
supplies for the eastern part of the Nation could be reduced to a hand- 
to-mouth basis in an alarmingly short number of years. 

The diminishing life index is of grave national concern for a number 
of reasons. First, of course, is the economic upheaval which will be 
occasioned when domestic and other superior-use consumers of natura! 
gas find themselves without a supply. Millions of homes have already 
been built without facilities to burn anything but natural gas. Second 
the continued acceleration of the exhaustion of this scarce natural 
resource because of inferior uses that can be served by other fuels 
may impair the productive capacity of other fuel industries to a point 
where they will be unable to produce a substitute fuel when called 
upon dodoso. Third, and of more immediate concern to the consum- 
ing public, the accelerated exhaustion of gas reserves for inferior uses 
sauses a rising pressure on gas prices both at the well and at the con- 
sumer’s door. In addition to the natural pressure on prices exerted 
by increased demand, natural'gas becomes steadily more expensive to 
find as a result of the necessity for deeper holes, a rising proportion of 
dry holes and the higher cost of drilling in gereral. The consumer’s 
stake in conservation of natural gas is clearly illustrated by the fact 
that in 1940 Southwest field prices for natural gas averaged 2 cents 
per thousand cubic feet, while today the average is about 9 cents. 
Accelerated exhaustion of gas reserves for inferior uses has accelerated 
the necessity to use 9-cent gas instead of 2-cent gas and is accelerating 
the necessity to use 20-cent gas instead of 9-cent gas. 
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I am amazed that the majority of my colleagues on this committee 
refused to take action to conserve our rapidly dwindling gas reserves. 
This refusal cannot be attributed to io of, awareness of the situa- 
tion—indeed, the proponents of the Harris bill have justified its 
passage primarily on the grounds that the increased price incentives 
are necessary to stimulate the discovery of additional gas to meet 
present and future demand. This increased price incentive should 
result in increased exploration activities, but it certainly is not a 
complete solution to this grave problem. After all, natural-gas 
reserves are exhaustible, and no amount of price incentive will produce 
gas that isn’t there. This has been illustrated by experience in many 
States. For example, in the Appalachian region in recent years well- 
head prices have increased tremendously, as a result of increased 
consumption and demand, but gas discovery and production have 
failed to increase in spite of the increased prices. A very large number 
of States have already discovered through experience that the irre- 
placeable nature of natural gas results in a tendency for production 
rates to reach a peak and then diminish with supplies falling far below 
the potential demand. This tendency is now becoming apparent in 
the principal gas-supply States—in 1954 Texas produced 42 percent 
more gas than was discovered in that State. 

The Natural Gas Act as it now stands is inadequate to enable the 
Federal Power Commission to protect the public interest with respect 
io the conservation of natural gas for preferred uses. The Federal 
Power Commission has, from time to time (1940, 1944, 1951, 1953, 
and 1954) recommended that Congress broaden its power to conserve 
the available supplies of natural gas. We have reached a point where 
the conscientious performance of our duty requires that we now direct 
the Federal Power Commission, in the administration of the Natural 
Gas Act, to give effect to sound principles of conservation in the 
utilization of natural gas in order to preserve the available reserves 
of natural gas for purposes which will afford maximum long-range 
benefits to the public, with due regard for the conservation policies 
and regulations of the producing States. 

In order that the Federal Power Commission may effectively protect 
the public interest, we should also give the Commission jurisdiction 
over direct sales of natural gas in interstate commerce. At present 
the Commission has no jurisdiction over sales which are not ‘‘for 
resale.”’ As a result, these direct sales are not subject to effective 
regulation by any source. Constitutionally the consuming States 
do have authority over such sales, but that authority is not effectively 
exercised for a variety of reasons—including lack of information and 
lack of incentive. Where there are no adverse parties, the States 
cannot be expected to deny to their citizens the wasteful use of cheap 
natural gas for inferior purposes when such gas would not be saved 
for future use for preferred consumers but would instead merely be 
diverted to inferior uses in other States. 

The present exemption of such sales constitutes an incentive to the 
pipelines to accelerate the use of natural gas for inferior purposes by 
exploiting such sales as a supplementary pipeline profit and thereby 
build up an overall pipeline rate of return above that allowed by the 
Federal Power Commission. In 1940, 1952, and 1953 the Federal 
Power Commission recommended that Congress grant to it jurisdic- 
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tion over direct sales. .This year three members of the Commission 
oppose FPC jurisdiction over direct industrial sales, because “there 
has been no demand for such regulation by any industrial user’’ and 
because ‘‘the interests of such users appear to be adequately safe- 
guarded consistently with the public interest under the present system 
of independently negotiated sales.” Of course there is no demand by 
the industrial users for regulation. The industrial users of cheap gas 
are not going to ask for regulation even though such waste of gas is 
at the direct expense of the householders and other preferred users. 
This statement of the FPC majority hardly explains the reversal of 
previous position, because there was ‘‘no demand for such regulation 
by any industrial user’ in the previous years when the Commission 
did recommend jurisdiction over such users. Extension of FPC 
authority to direct sales was supported this year by Commissioner 
Smith, and his stated reasons appear to be unanswerable. In his 
view, such extension is desirable (1) to fully implement the Commis- 
sion’s ability to prevent undue discrimination, prejudice, and prefer- 
ence; (2) to simplify ratemaking procedures generally by avoiding the 
necessity of allocating costs of service between jurisdictional and non- 
jurisdictional sales; and (3) to eliminate any incentive now afforded 
pipelines to raid the markets of their local distributors by reason of 
the opportunity to thereby make more profitable unregulated direct 
sales. 

For these reasons, and for the additional reason that effective con- 
servation of natural gas for preferred uses is impossible without 
jurisdiction over direct sales, Congress should immediately remove 
the exemption of direct sales from F PC jurisdiction. 

One further step is necessary to the proper conservation of natural 
gas for preferred uses. At the present time natural gas is sold for 
inferior industrial uses at prices far below that which is charged for 
household gas and other preferred-use gas. This situation arises pri- 
marily out of the fact that an unreasonably high proportion of the 
fixed charges are allocated to the preferred consumers of gas, with the 
result that the inferior-use gas is not required to bear its fair share of 
the cost load. We should amend the act to declare that no rate or 
charge shall be considered just or reasonable which is less than the cost 
of such gas plus the cost of transportation and sale, and a fair propor- 
tion of the fixed charges. While the majority of the Federal Power 
Commission presently opposes such an amendment on the ground that 
it is too difficult of administration, Commissioner Smith suggests we 
should provide that all rates and charges must be “compensatory.” 
My proposed amendment is in accord with the recommendation made 
in the ““White House Report on Energy Supplies and Resources Policy”’ 
of February 26, 1955, wherein the Cabinet Committee recommends 
“that appropriate action be taken that will prohibit sales by interstate 
pipelines either for resale or for direct consumption, which drive out 
competing fuels because the charges are below actual cost, plus a fait 
proportion of fixed charges.” 

These proposed amendments, which bave been rejected by a ma- 
jority of the committee, are necessary to protect the gus-consuming 
public, the gas-producing States, and the Nation’s future economy and 
ability to defend iteself against aggression. In addition, these amend- 
ments would contribute to the welfare of large segments of our labor 
force, by giving coal and related industries an opportunity to compete 
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with natural gas for those markets which can be served by coal equally 
as well as by nat ural ¢ inferior uses, for which price alone is the 
governing factor in the nit ‘tion of fuel. Representatives of coal-mine 
labor have pointed out that coal is a distressed industry, with many 
thousands of men unemployed. Railway labor representativ es have 

graphically illustrated the distress caused to railroad workers by the 
wasteful use of natural gas for inferior uses which could be served as 
well by coal. It has been pointed out that in contrast to the rapidly 
vanishing supplies of natural gas the reserves of coal are sufficient for 
many centuries tocome. I see no justification for congressional failure 
to direct the conservation of natural gas for the maximum benefit 
to the public. 

H. R. 6645 contains, in section 1, a redefinition of “interstate com- 
merce.”’ This redefinition corrects to some extent an anomaly that 
has existed in the Natural Gas Act since its enactment, whereby the 
importation and exportation of natural gas was subject to less regu- 
lation than the domestic production and distribution of natural gas. 
However, I see no reason why this anomaly should not be completely 
corrected, as was proposed in H, R. 4943. Our domestic energy 
industries should receive treatment at least equal to that accorded 
by us to foreign energy industries. 

I recommend that the House refuse to adopt H. R. 6645 unless it is 
amended to include the principles herein advocated. 

Respectfully submitted. 





Haruey O. STAGGERS. 
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Mr. Harpy, from the Selee Committee on Survivor Benefits, estab- 
lished by H. Res. 35, submitted the following 


REPORT 


[To accompany H. R. 7089} 


The Select Committee on Survivor Benefits, established by House 
Resolution 35, 84th Congress, pursuant to the authority contained tn 
that resolution, favorably report the bill (H. R. 7089) to provide 
benefits for the survivors of servicemen and veterans, and for other 
purposes, to the House, and recommend that the bill do pass. 


Tue AUTHORIZATION AND JURISDICTION OF THis CoMMITTEER 


A House Select Committee on Survivor Benefits was first authorized 
August 4, 1954. The committee was created pursuant to House 
Resolution 549 of the 83d Congress. William H. Bates, Massachu- 
setts, served as chairman of this select committee during the 83d 
Congress. Robert W. Kean, Bernard W. Kearney, Olin E. Teague 
and Porter Hardy, Jr., served as members. 

House Resolution 549, 2d session, 83d Congress, provided: 


The committee is authorized and directed (1) to conduct a full and complete 
investigation and study of the benefits provided under Federal law for the surviv- 
ing dependents of deceased members and former members of the Armed Forces, 
and (2) on the basis of such investigation and study, to make such recommenda- 
tions as it may deem advisable and to prepare such lexislation as it may consider 
appropriate to carry out such recommendations. 

The committee shall report to the House as soon as practicable during the 
present Congress the results of its investigation and study, together with its 


recommendation and the legislation, if any, prepared under the preceding para- 
graph, 


The report of the committee filed December 17, 1954, stated: 


It will be noted that the study of this committee was to embrace the survivor 
benefits paid Armed Forces personnel and former Armed Forces personnek 
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However, because of time limitations and the extreme complexity of the subject 
under consideration, this committee has been unable to evaluate fully the existing 
benefits paid survivors of former Armed Forces personnel. 

The authorizing resolution of this committee contains the instructions that the 
committee shall draft such legislation as it may deem appropriate. The com- 
mittee feels, even after having had the subject of survivor benefits under serious 
study for several months, and having held an extensive period of public and 
executive session hearings, that it would be premature at this juncture to attempt 
to draft legislation that would embody the scope of providing a new survivor 
benefit program for survivors of Armed Forces personnel or to make any specific 
legislative recommendations at this time with regard to the existing program. 

Recommendation No. 1 of the committee’s report of December 17 
was: 

Having studied and carefully evaluated the facts which are now available, 
this committee strongly urges that a Select Committee of the House on Survivor 
Benefits be continued by the 84th Congress, and that the authority, jurisdiction, 
and responsibilities of such committee be the same as that authorized under 
House Resolution 549, 2d session, 88d Congress. 

On January 31, 1955, House Resolution 35, 84th Congress, Ist ses- 
sion, was adopted, recreating a Select Committee on Survivor Benefits. 
Porter Hardy, Jr., was named its chairman. Paul J. Kilday, Olin E. 
Teague, Robert W. Kean, and William H. Bates were named members. 

House Resolution 35, Ist session, 84th Congress, set forth the author- 
ization and jurisdiction of the committee as follows: 

The committee is authorized and directed (1) to conduct a full and complete 
investigation and study of the benefits provided under Federal law for the sur- 
vivors of deceased members and former members of the Armed Forces, and (2) on 
the basis of such investigation and study, to make such recommendations as it 
may deem advisable and to prepare such legislation as it may consider appropriate 
to carry out such recommendations. 

The committee shall (1) report to the House the results of its investigation and 
study, and (2) report to the House, by bill or otherwise, its reeommendations made 
under the preceding paragraph not later than January 15, 1956. 

It should be noted that House Resolution 35 provided, “The com- 
mittee shall report by bill or otherwise.”” The committee is reporting 
to the House via bill, H. R. 7089, and herein is the report on that bill. 


BACKGROUND 


At the present time the Federal Government maintains five separate 
and distinct survivor benefit programs affecting members and former 
members of the Armed Forces. ‘These programs have evolved through 
the years and are the result of so-called piecemeal legislation. A 
representative of the Veterans of Foreign Wars, testifying before this 
committee, stated, “The present program, as we see it, has grown like 
Topsy.” In addition, many Members of Congress have frequently 
referred to the various survivor benefit programs provided by the 
Federal Government as a hodgepodge. Currently when a man dies 
in the Armed Services, his survivors are advised to file for survivor 
benefits with four Government agencies. 

Today many survivors of Armed Forces personnel are receiving 
monthly aggregate survivor benefits which amount to more than was 
the total base pay and allowances of the deceased while on active duty. 
On the other hand, however, there are other thousands of survivors 


of deceased Armed Forces personnel who receive survivor benefits 
which are inadequate to meet their basic minimum needs. 
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It has been the thought of many that the maze of administrative 
details to which survivors are subjected in filing application for possible 
survivor benefit payments could be greatly simplified, and in some 
cases duplicative efforts avoided. 

During the course of the hearings there was general agreement that 
an objective reappraisal of the various survivor benefit programs pro- 
vided for Armed Forces personnel and former Armed Forces personnel 
by the Federal Government was long overdue. ! 

There are 4 standing committees of the House which have jurisdic- 
tion over the 5 existing survivor benefit programs. However, 
inasmuch as an objective simultaneous reappraisal of all survivor 
benefits appeared necessary, the appointment of a select committee 
was deemed to be the most desirable approach. 


SCOPE 


Today there are approximately 465,000 cases on the various death 
compensation rolls. In peacetime years approximately 11,500 new 
cases are added annually, while death, remarriage, and other circum- 
stances tend to reduce the rolls by an indeterminate number. 

The estimated cost of providing existing survivor benefits is in 
excess of $600 million per annum. 

The aggregate assumed liability of all agencies’ survivor benefit 
cases now on the rolls over the next 30 to 50 year period will exceed 
$11 billion. 

Death compensation, as distinguished from pensions, today is paid 
only to survivors of those individuals who die while on active duty, or 
from service-connected causes. 

Likewise, it should be clearly understood that the survivor benefits 

rovided survivors under the bill are death compensation payments to 
be made only to survivors of men who die while on active duty or from 
service-connected causes after leaving the service. The committee’s 
jurisdiction did not include consideration of provisions for the sur- 
vivors of persons who died under other conditions. 


WORK OF THE SELECT COMMITTEE 


The staff of the select committee was composed of only two persons: 
a counsel, secured from private industry, and a stenographer. At the 
committee’s request the Veterans’ Administration designated two of 
its top men to assist the committee. The General Accounting Office, 
Bureau of the Budget, Department of Defense, and the Social Security 
Administration did likewise. These designees from the various Gov- 
ernment agencies, during the past 9 months devoted much of their 
vom to assisting the committee, but were not detailed on a full-time 

asis. 

Because of the extreme complexity of the subject under considera- 
tion, the committee felt justified in requesting the technical assistance 
of these Government experts rather than attempting to secure a pro- 
fessional staff not intimately familiar with existing legislation and not 
readily equipped to evaluate the implications of suggested remedial 
legislation. 

In its deliberations the committee saw the need for an actuary and 
on March 15 retained the firm of Bowles, Andrews & Towne, actuarial 
consultants, of 70 Wall Street, New York City, N. Y. 
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The bill which has been reported, in the opinion of the committee, 
represents a composite of the thinking of the best available talent on 
the subject of survivor benefits both within and without the Govern- 
ment. 

During its deliberations the committee met 57 times, holding 29 
public hearings and 28 executive sessions or hearings. 

Every major veterans organization in the Nation was invited to 
testify before the committee and some of them appeared on three 
different occasions, twice before a bill was drafted, and once there- 
after. The committee is grateful to the representatives of these 
organizations who were tremendously helpful in the entire course of 
committee consideration. 


Existing Survivor Benerit ProGram AND Proposep CHANGES 
Unper H. R. 7089 


Today the Federal Government provides for survivors of Armed 
Forces personnel five separate survivor benefit programs. These 
are outlined below, together with a description of the proposed 
changes in each program. 


I. SIX MONTHS’ DEATH GRATUITY 
Currently 

1. A 6-months’ death gratuity —Minimum payment $468, maximum 
payment $7,656. Dependency is not required for a person tu be 
eligible to receive this benefit. The calculated dollar amount is 
predicated on 6 months’ basic pay, plus special and incentive pays. 
This payment is made by the Secretaries of the respectives services. 
Survivors must file for this benefit. 

Proposed 

A minimum of $800 and a maximum of $3,000. 

The committee feels that the present minimum of $468 is too low 
and the present maximum of $7,656 excessive, 

The death gratuity shall equal 6 months’ basic pay, plus special and 
incentive pays within the limitations of the minimums and maximums 
established by the committee. This benefit is paid only to survivors 
of servicemen who die while on active duty, active duty for training, 
or inactive duty training. Unlike present law this payment is also 
made to survivors when the former serviceman dies of a service- 
connected disease or injury within 120 days after separation from the 
service. 

The bill provides that, where the survivor is a widow or child who 
was living with the deceased at a military installation at the time of his 
death, this payment shall be made immediately, thus providing the 
widow or child with funds to pay current and accrued obligations, meet 
emergent’ needs, and for return travel to the locale of her choosing. 
Immediate payment to a widow is provided, for even under the most 
favorable circumstances it would be 3 to 6 weeks before such widow 
would receive either dependency or indemnity compensation or social 
security survivor benefits. 

Where the survivor is not a widow or child living on a military in- 
stallation with the deceased, then the 6 months’ death gratuity will be 
paid by the Secretary of the respective service of the deceased as 
expeditiously as possible. 
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At the present time the 6 months’ death gratuity is paid to a rather 
extended class of beneficiaries who are blood kin with an insurable 
interest and to persons who stood in loco parentis. The committee 
sees no justification for payments of this benefit to distant relatives 
and has provided that payments shall be restricted to the deceased’s 
spouse; his children; natural parents, persons who stood in loco 
parentis; and, brothers and sisters. 

By having provided a more adequate 6 months’ death gratuity for 
the mass of the Armed Forces personnel, especially in the enlisted 
grades, this provision of the committee bill will be somewhat more 
expensive than similar benefits provided under existing law. 

While slightly more costly than existing law, the committee feels 
that a -_ adequate payment is being provided and greater equity 
achieved. 

This survivor benefit is administered by the Department of Defense. 
Standing committee having jurisdiction: Committee on Armed 
Services. 


Currently 


Payments under this program are $92.90 per month for a period of 10 
years, after which they then cease. Benefit —— usually accrue to 
the next of kin. However, the deceased has the right to elect and 
name such beneficiary as he may desire to designate within specified 
classes. No contribution is required of the serviceman. This pro- 
gram was instituted in 1951 when national service life insurance for 
Armed Forces personnel was virtually terminated. 

Today, 70 percent of all indemnity payments are made to parents, 
25 percent to widows and children, and 5 percent to others. 


Proposed 


Under title V of the committee bill, the Servicemen’s Indemnity 
Act of 1951 is repealed with respect to all deaths occurring after the 
effective date of this bill. 

This survivor benefit is one of several separate and distinct pro- 
grams administered by the Veterans’ Administration. , 

Payments under this program in the amount of $92.90 per month 
are paid for a period of 120 months and then abruptly terminate,. If 
the deceased had in force at the time of death any Government insur- 
ance an offset or adjustment is made in the amount of indemnity paid, 
the adjustment or offset reducing the amount of indemnity payable 
by the amount of insurance in force, i. e., if a man in the Armed Forces 
had $5,000 of national service life insurance his survivors would then 
be eligible to receive the full proceeds from the matured insurance 
and $46.45 per month from the gratuitous indemnity. For every 
thousand dollars of Government life insurance in force the gratuitous 
indemnity is reduced by $9.29 per thousand. 

During the past 4 years a constant criticism of the $10,000 gratui- 
tous indemnity has been that payments suddenly come to an end at a 
time when the needs of the recipient survivor remained unmitigated. 
In an effort to overcome this objection there was considerable testi- 
mony before the committee that the amount of the indemnity should 
be reduced, paid for a longer period certain, and in some cases pay- 
ments continued for the life of the recipient. 


II. SERVICEMEN’S INDEMNITY OF $10,000 
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After careful analysis of testimony on this subject and lengthy 
deliberations, the committee concluded that this benefit should be 
terminated and payments formerly made under this program inte- 
grated with the existing Veterans’ Administration compensation pro- 
gram by increasing significantly current compensation payments so as 
to reflect an indemnity increment therein. Thus these two separate 
and distinct survivor benefit programs administered by the Veterans’ 
Administration would become one. To this limited extent one of the 
objectives of the committee, greater simplicity, would be accomplished 
and the long-term interest and equity of survivors protected. 

The committee feels that the upward adjustments of benefit pay- 
ments which are set forth in this bill adequately and fully compensate 
future survivors and that there remains no necessity for any indemnity 
or Government insurance program to supplement the dependency and 
indemnity compensation rates set forth in title II. 


III. VETERANS’ ADMINISTRATION COMPENSATION 














Currently 
Payments are as follows: 
Wartime Peacetime 

| | SRE PP ONE DANE TIE OO EE AP OTP Ae TEN 7 $69. 60 
yo I ESRI i IL Ts DE SRR TE EEE, 1421 396, 80 
SC | SRE EI Te eee Pee eae Oe BS PTT ae 67 53. 60 
ON Rp FEE REE PR OIE a ae eS Aer 94 75, 20 
SL. | SP IE RP RT a I ES Se $122 96. 60 
Ef TT a TEE EG Tea a EPS 75 60. 00 
oe SEAL TAAL LER SATIRE EEE AE | 80 64.0 











1 $29.00 for each additional child, 
# $23.2. for each additional child, 
8 $24.00 for each additional child. 
# $18.40 for each additional child. 


Survivor must file for this benefit. In those cases involving widows 
or children, dependency is no factor. Payments to widows cease upon 
remarriage; payments to unmarried minor children continue until such 
children reach age 18, and thereafter if the child is permanently in- 
capable of self-support. Ifa child is pursuing a course of instruction 
at an approved educational institution, then payments continue until 
age 21. Award and payment made by the Veterans’ Administration. 
Standing committee having jurisdiction: Committee on Veterans’ 
Affairs. é 
Proposed 


As previously stated the committee recommends, and has proposed 
in the bill for the termination of the present gratuitous indemnity of 
$10,000. In so doing, the committee has provided for existing 
Veterans’ Administration compensation payments to be increased to 
compensate for termination of the indemnity. 

In establishing new compensation rates, the committee gave serious 
consideration and careful analysis to the feasibility and desirability 
of having Veterans’ Administravion compensation payments predl- 
cated upon the attained pay of the former serviceman. 

It was brought to the attention of the committee that the pay scale 
under the Career Incentive Act of 1955 gave due recognition via 
increased compensation for years of service as well as attained rate 
or rank. 
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The committee also took cognizance of the fact that the Kaplan 
committee, primarily consisting of officials of the executive branch of 
the Government, in 1953 and 1954 made an exhaustive study of 
retirement and survivor benefits for Federal personnel including the 
military. One of the basic recommendations of this committee was 
that all retirement and survivor benefits be predicated upon the at- 
tained pay of the man. 

The Administration supports this recommendation of the Kaplan 
committee and the President, in his state of the Union and budget 
messages to the Congress this session, has recommended that survivor 
benefits for Armed Forces personnel be geared to the pay of the 
serviceman. The committee has concluded that in its judgment pay- 
related survivor benefits should be provided widows and the depend- 
ency and indemnity compensation rates for widows proposed under 
title II of this bill are pay-related. 

The rate of widow’s compensation proposed in the committee’s bill 
is a flat base of $112, plus 12 percent of basic pay. Under this formula 
a widow of an E-1 through O-8 would receive the following minimum 
and “normal” amounts (the amounts designated ‘normal’ are 
calculated on the survivor benefit which would be paid assuming the 
serviceman came into the service as an E-1 or O-1 and followed a 
normal course of military promotion, the differential being an incre- 
ment for years of service). 

Listed below are proposed dependency and indemnity compensation 
payments for survivors: 

Enlisted 





payment | payment payment | payment 





Minimum Normal | Minimum | Normal 
i] 








E-1 (under 4 months) .... $122 GD SSE a $127 $129 
EA ae eee 122 : 2. - See owas 130 137 
|) De REO SS 123 io yp . 3 Rene 134 142 
el icdiinchssnicniaiemaisent 124 127 i i rrr ae 137 151 








Warrant officers 



























































Minimum Norma’ Minimum | Normal 

payment payment payment | payment 
, , TAC ARETE SD Frere $139 Dg, ae $149 $157 
, RE ear 144 149 | oy RE ET 152 171 

Commissioned officers 

Minimum Normal Minimum | Normal 

payment payment payment | payment 
i| ‘pias? 
SE aes a $139 $139 | $169 $186 
Oi aibtenisaudicsacdivud 144 145 | 184 202 
0-3. * 152 161 | 209 221 
gs Se ERAS 161 172 arg A EOL 228 242 

















The foregoing compensation tables reflect payments that would be 
made to a widow only or a widow with children. However, the cited 
dependency and indemnity compensation rates are generally no 
greater for a widow with children than a widow without children, 
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inasmuch as the committee proposes to place all military personnel 
under contributory social security. Therefore, if a widow has minor 
children she will be eligible for social-security payments as a supple- 
ment to the basic dependency and indemnity compensation. If a 
widow has no minor children the committee is of the opinion that the 
basic dependency and indemnity compensation benefit provided is 
reasonable. 

By setting Veterans’ Administration compensation indemnity at a 
minimum payment of $122 per month and upward to a widow as 
contrasted with today’s flat compensation payment of $87, the 
committee is of the opinion that the surviving widow is more 
adequately provided for. In addition to this minimum Veterans’ 
Administration compensation payment, it should be kept in mind 
that the committee’s bill provides for supplemental social-security 
payments. The committee has attempted to provide for a more even 
spread of survivor benefits, an objective supported by widows testify- 
ing before the committee, and further supported by considerable 
correspondence received by the committee. 

On an actuarial present value basis the aggregate dollar payments 
to the widow with or without minor children are in most cases greater 
than those provided today. 

It had been stated to the committee that a widow with minor 
children was more adequately. cared for under existing laws than will 
be the case under the committee’s proposed bill. This ee of reasoning 
comes about by the present entitlement of $92.90 per month for a 
period of 10 years, representing the indemnity payment, plus social- 
security payments under the $160 gratuitous social-security wage 
credit. To illustrate this point, the following case was cited: 


Widow, age 31; 1 child, age 6; 1 child, age 4 


Veterans’ Administration compensation. ..............---.-.---.--- $150. 00 
CSratuitous Adame | | So a, ck etc Rls oko web Bilscwcwcseunemone 92. 90 
SEE OO CNNTET oes) ce a nn a a 128. 00 

CANOSA css ssc nitsn ‘ene ca Sa 5s epost STII cht skh did acne es ncaa 370. 90 


After 10 years the gratuitous indemnity expires when the widow is 
age 41 and the payment for herself and 2 children would then be $278. 
When the widow is age 43 and the first child becomes 18 the widow’s 
benefit is reduced to $121 and the social-security benefit to $105.80, 
making a total payment of $236.80 for the widow with 1 child under 
age 18. When the widow attains age 45 the second child has become 
18 and the Veterans’ Administration compensation then is $87 per 
month, and social-security benefits cease until such widow reaches 

e 65. 

"hee, for a 20-year period this widow receives Veterans’ Adminis- 
tration compensation of only $87 per month. These 20 years have 
been referred to by the chairman of the select committee as a valley 
of despair. 

It should be kept in mind that testimony from the Social Security 
Administration was quite emphatic that this $160 gratuitous wage 
credit, which provided the basic social-security benefit stated above, 
could not be continued indefinitely on a residual cost basis. If it 
were the desire of the Federal Government to continue this $160 
gratuitous wage credit, it must be done on a tax basis with the Federal 
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Government providing both the employer and employee tax. As cited 
elsewhere in this report, this would be considerably more expensive to 
the Federal Government than going to contributory social security 
where the Federal Government merely pays the employer’s tax based 
on the base pay of the serviceman. 

While a widow’s dependency and indemnity compensation pay- 
ments are determined by the attained pay of the serviceman, the 
committee saw no necessity for relating compensation payments to 
parents or children to pay. Therefore, a flat sum on a carefully 
worked out plan of payments to survivors, other than widows, has 
been devised and likewise set forth in the bill. 

At the present time Veterans’ Administration compensation pay- 
ments to children alone are as follows: 











| Wartime Peacetime 

| j 
DO edi ie ceddciendandechasekbcbcahbkhnbdadababanbiadtbdatendeibibiend $67 } $53. 60 
TSG Acs ditinddncumtahanaatiadhtheniaxhasecwnsiddiiadnhaein denetnisonatan 94 | 75.9 
SO ois nan san ecedscassnseddecuLsuddevdbgeniwenduadsscdiesel 1122 | 196. 60 


1 $23.00 for each atditional child. 
3 $18.40 for each additional child. 





Under the proposed bill of the committee, dependency and indem- 
nity compensation payments to children alone are as follows: 


In the committee’s proposed bill, the rate of compensation does 
not vary between wartime and peacetime conditions. 

At the present time there are 85,255 children alone on the Veterans’ 
Administration compensation rolls. Of this number the following 
are of the same family: 


DOs nea cac cuckiweavdnn re yy ee ae 300 
Po, Se aes ars Tae We BaD FOS so ceaeacceacnssks 42 
S CRONE actin che nacucmseces GO GRITS ORIGR. so. nos coca ncnseone 16 
SURO ice cuca naeoeuowce 3, 520) 9 children or more....-------. 9 
6 childs 6 aS ian eed 870 


SCHOOL PROVISIONS FOR MINOR CHILDREN 


When an orphan child on the Veterans’ Administration compensa- 
tion rolls reaches age 18 and is pursuing a course of instruction in an 
approved educational institution then dependency and indemnity 
compensation which normally terminates at age 18, will be continued 
until such child reaches age 21 assuming, of course, such child con- 
tinues his education. 

The bill also provides that where there is a widow and a child or 
children who have attained age 18, when social security survivor 
benefits are terminated, the child shall be provided with a supple- 
mental Veterans’ Administration benefit of $35 per month while pur- 
suing a course of instruction in an approved educational institution. 


SUPPLEMENTAL PAYMENTS FOR CHILDREN PERMANENTLY INCAPABLE 
OF SELF-SUPPORT 


As is provided in current law an orphan child, who attains age 18 
and is permanently incapable of self-support, will continue on the 
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Veterans’ Administration rolls. If the brothers and sisters, if any, 
of the child incapable of self-support are not themselves likewise 
incapable of self-support, then the payments to the disabled child 
will increase as brothers and sisters become age 18 until the dependency 
and indemnity compensation payments to the child incapable of self- 
support reach $70 per month. Though the child be permanently 
incapable of self-support, social-security payments would cease at 
age 18. Therefore, it is proposed that a supplementary payment in 
lieu of social security in the amount of $25 oe made, thus providing 
an orphan child incapable of self-support survivor benefits of $95 
per month if he is the only child. Today such child would be eligible 
for $67. The committee believes the current amount provided is 
inadequate and the suggested amount more realistic in providing for 
minimum human needs. 

When there is a widow and a minor child, such widow and child 
would be eligible for social-security benefits in addition to the basic 
dependency and indemnity compensation provided the widow. If 
the minor child of the widow be permanently incapable of self-support, 
social security payments to the widow on behalf of this child would 
cease when the child reaches age 18. Section 204 of the bill provides 
that such child, upon attaining age 18, shall be paid a supplemental 
benefit of $70 per month indefinitely by the Veterans’ Administration. 

It will be noted that the orphan child incapable of self-support is 
provided at age 18 $95 per month, if he is the only child, while a child 
incapable of self-support but survived by a parent would receive $70 
per month. It was the thought of the committee that both children 
should be provided for, but at different rates because the parent, 
perhaps a widow, unremarried, would be the recipient of the depend- 
ency and indemnity compensation as well as possible social security. 


VETERANS’ ADMINISTRATION COMPENSATION TO DEPENDENT PARENTS 


Currently 
At the present time, dependent parents are paid the following 
monthly compensation rates from the Veterans’ Administration: 





Wartime Peacetime 





1 dependent parent 
2 dependent parents 





In order for a parent to receive Veterans’ Administration compensa- 
tion they must show that they would have been dependent on the 
deceased serviceman. For the most part this determination is made 
on the basis of an income limitation test. 

Generally speaking, the single parent is not eligible for Veterans’ 
Administration compensation if his annual income exceeds $1,260 per 
year. For 2 parents, living together, the income limitation is $2,100 
per year. In determining income under present law, certain pay- 
ments, such as those received from the Veterans’ Administration, are 
excluded from income. Also the Administrator of Veterans’ Affairs 
has been granted certain latitude in determining dependency and can 
make allowances in the income received where medical or other unusual 
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expenses exist. Today there are approximately 330,000 dependent 
parents on the Veterans’ Administration death compensation rolls, 
receiving approximately $224 million annually. 


Proposed 
Under section 205 of title II of the committee’s bill, the following 


dependency and indemnity compensation rates are provided for 
dependent parents: 









































One parent 
Total annual income Compen- 
sation 
| (per 
More than— | But equal to or less than— month) 
$75 
$60 
$45 
$30 
$15 
0] 
1 No amount payable. 
wo parents (not living together 
Two p ts (not l together) 
Total annual income Compense- 
tion (each, 
More than— But equal to or less than— per month) 
Lp AREER SE EE See eee ee $50 
She ES aT SP RELI Ree ree ee oT SRS SRT Tae eRe $40 
08 DOD......cncnecdcanccnantssuacetsweseesenccen ie ennphenintiamminvcumeactewneanmlouaeadt $30 
8 RAL T Sa RS Se eS EOe ERE AR AS Ee FET $20 
peep NTL ERT EE SEES HT Pee RS TET) LTS EE aN $10 
ec cai deesipabatenteionidncbareipees ' CEE AP er EB KEEN SAAN RTE SONI IN 0) 
1‘ No amount payable. sl 
Two parents (living together) 
Total combined annual income Compense 
tion (jointly, 
More than— | But equal! to or less than— per inonth) 
SON Sas ks iat alibi auld $100 
OLOOR. .cncsnsamntdamegneusjuséeshiaanteqnewen: idle a dichinness sheepcingmeiinneinaeemenentl $20 
WEN 2-00 ota nandaiaasinces ddébacionsnauaiien Dt BER e e S ee e Seet BISS $60 
TE Minch cpt adabadsdusqubeatekthabeddnotmtin Bete cudddpandeneseuiennaneneanbamndidaainnals M40 
EE te ee ee rea BM NR ee ae ee ee $20 
iio tininn ides cihntincniassaatinke REG BEER EY Pee SS Le ETRE 2 TA! « 
i 








1 No amount payable. 


From the tables set forth, it is obvious that the committee has 
adopted a sliding scale formula. This new approach to indemnity 
compensation for parents was decided upon in an attempt to overcome 
two primary objections to the present Veterans’ Administration de- 
pendency compensation provided. They are: 

1. Generally speaking, under existing law if the income of 1 parent 
is less than $1,260, or $2,100 for 2 parents, the full Veterans’ Adminis- 
tration dependency compensation will be paid; however, if income 
even slightly exceeds these income limitations no VA compensation 
ispaid. To illustrate this point, if a widowed mother had a job paying 
$115 per month, her annual income would be $1,380 per year, and 
thus she would be ineligible for Veterans’ Administration dependency 
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compensation. If, however, each year, this widow quit work for a 
brief period and reduced her income for the year to $1,259 then she 
could qualify for the full Veterans’ Administration dependency com- 
pensation payment from the time her employment ceased $1,260. 

This same principle would apply for two parents. The committee 
does not approve this “all or nothing” philosophy. Under the com- 
mittee’s proposal the dependent parent who earns over the present 
statutory maximum would continue to receive, on a pro rata basis, 
some dependency and indemnity compensation up to a certain limit. 

2. The committee feels that existing Veterans’ Administration com- 
pensation payments to parents in some cases may be discouraging 
certain parents from seeking and retaining gainful employment. The 
committee does not wish to encourage voluntary unemployment. 
The sliding scale provided in the committee’s bill would encourage 
gainful employment, for dependency and indemnity compensation 
would not be cut off entirely at a particular point, but rather reduced 
or increased dependent upon the earning power of the eligible recipient. 

Under the committee’s proposal, 1 parent could earn more than 
$1,260 and still be entitled to some compensation and 2 parents could 
earn more than $2,100 and still receive some dependency and indem- 
nity compensation. There were no witnesses appearing before the 
committee, including the veterans’ organizations, who did not support 
the principle of the sliding scale for determining dependency and 
indemnity compensation for parents. 

The committee learned that there are now 266,000 dependent par- 
ents on the Veterans’ Administration compensation rolls by virtue of 
271,000 World War II deaths for which compensation is being paid. 
There was a total of 402,000 in-service deaths during World War II. 

In establishing dependency under section 203, title II of the com- 
mittee’s bill there is provided: 

Payments of any kind or from any source shall be included, except— 

(1) payments of the six-months’ death gratuity; 

(2) donations from public or private relief or welfare organizations; 

(3) payments under this title; and 

(4) payments of death compensation under any other law administered 
by the Veterans’ Administration. 


By this language certain income excluded today would be counted 
in the future. To this extent the proposed legislation is somewhat 
more restricted than existing law, but the committee feels that this 
is justified in view of analysis of considerable testimony. 


PARENT REMARRIAGE 


Where a dependent parent remarries, the committee’s bill provides 
that such parent shall continue to be eligible for Veterans’ Adminis- 
tration dependency compensation providing the joint income of the 
couple is within the income limitation of two parents. The amount 
of compensation then payable to the dependent parent shall be one- 
half the compensation of two parents living together. 


ELECTION PRIVILEGE 


Section 206 (a), title Il, of the committee’s bill provides that any 
person now entitled to, or receiving, Veterans’ Administration death 
compensation may elect to receive the higher benefits provided under 


a 
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this bill, providing they are not receiving payments under the Serv- 
icemen’s Indemnity Act of 1951. The committee gave serious thought 
to denying the right of election to the higher benefits under the bill, 
if the claimant was in receipt of any proceeds of a Government 
insurance policy, either United States Government life insurance or 
national service life insurance. However, no offset of Government 
insurance is provided in the committee’s bill, because the point was 
frequently advanced before the committee that Government insur- 
ance was paid for from the insured’s personal funds and therefore 
his survivors should receive the supplemental survivor benetits. In 
theory, these arguments have merit, but, as a practical matter the 
committee is fully aware that the two existing Government life insur- 
ance programs are highly subsidized, and in reality the serviceman 
is not actually “paying for’’ in full the protection provided. 

While the committee reluctantly conceded that proceeds from a 
Government insurance policy could be additive to the benefits pro- 
vided under its bill, the committee has definitely provided that an 
election to the higher dependency and indemnity compensation pay- 
ments under its bill cannot be made so long as any gratuitous indem- 
nity, under the Servicemen’s Indemnity Act of 1951, is being paid. 
This indemnity payment is entirely of a gratuitous nature and should 
not be added to the dependency and indemnity compensation pay- 
ments provided in the committee’s bill. 

A person receiving the gratuitous indemnity may continue to do 
so for the remaining period of entitlement, and, upon expiration of 
such entitlement then elect to receive dependency and indemnity 
compensation payments under the provisions of the committee’s bill. 


In some cases it may be to the advantage of survivors to forfeit their 
gratuitous indemnity payments and elect dependency and indemnity 
compensation payments under the committee’s bill. 

There is no limit on the period of election. It can be made at any 
time; however, once made such election is irrevocable. 


Restriction on insurance under waiver 


Before leaving this section, certain other circumstances should be 
stated whereby a survivor may be precluded from having the right to 
elect the higher dependency and indemnity compensation rates pro- 
vided under H. R. 7089. 

Today there are approximately 840,000 national service life-insur- 
ance policies held by in-service personnel which are under waiver. In 
1950, when the Servicemen’s Indemnity Act became law, persons in 
the service who held United States Government life insurance or 
national service life insurance were permitted to waive a portion or all 
the premiums which heretofore they had been paying. If a service- 
man had a 5-year term policy the full premium was waived, but if he 
had a permanent-plan policy only the insurance at risk portion was 
waived and the man had to continue to pay premiums, though on a 
reduced basis. 

If a man died in the service or within 120 days after leaving the 
service, his survivors, when the policy was under waiver, could be 
paid under any of the settlement options of the insurance contract. 

Whenever any such policy under waiver matures, the Government, 
from the General Treasury, reimburses the insurance fund for the 
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amount paid. In other words, the Government pays all claims on 
policies under waiver, 

Of the 840,000 policies under waiver today, 90,000 are estimated to 
er plan policies and the remaining 750,000, 5-year term 
policies. 

The committee’s bill provides that if a serviceman dies with a 
Government insurance policy under waiver, the beneficiary of such 
man shall not be eligible to receive the proposed dependency and 
indemnity compensation payments under this bill, but will be paid 
under existing Veterans’ Administration rates. 

A serviceman’s survivors will be entitled to the dependency and 
indemnity compensation rates provided under this bill if he had 
terminated his Government insurance waiver and resumed premium 
pavments. 

he committee made this decision because it did not feel justified 

in providing the increased dependency and indemnity compensation 

ayments under this bill in those cases where the Government also 

ad the liability of reimbursing the Government insurance fund for a 
policy under waiver which may have matured. 

There were no witnesses appearing before the committee who ob- 
jected to this provision of the committee’s bill. 


Insurance surrendered for cash value 


With the enactment of the Servicemen’s Indemnity Act of 1951, 
any person in the Armed Forces was permitted to surrender his 
insurance for its cash value and was subsequently covered under the 
servicemen’s indemnity. 

All individuals who surrendered their Government insurance policy 
for cash did so with the understanding that they would have the 
right to reinstate this insurance within a 120-day period after the date 
of discharge or separation from the service. The committee bill does 
not affect this right. 


Term insurance discontinued except for the disabled 

Today, upon leaving the service, a serviceman has the right, within 
a period of 120 days to acquire, without physical examination, 
special nonconvertible, nonparticipating, 5-year term national service 
life-insurance policy. 

The committee sees no justification for continuing this provision of 
existing law, for in reality former servicemen can purchase commercial 
insurance of this nature at a rate approximating the stated NSLI rate 
for this type policy and in some respects, under commercial policies, 
can secure a more desirable contract than is offered by the Govern- 
ment. 

The committee approves and recommends the continuation of 
postservice national service life insurance for men leaving the service 
with a physical disability. 


IV. SOCIAL SECURITY 


Currently 

Through the Social Security Act amendments of 1946, 1950, and 
later amendments, all men who served in the Armed Forces after 
September 15, 1940, were temporarily granted by the Federal Govern- 
ment $160 per month gratuitous social-security wage credit. The 
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dollar amount of social-security benefits to which a survivor may be 
entitled is subject to many variables. Assuming that a survivor’s 
social-security entitlement is predicated only on the deceased having 
been granted the $160 per month gratuitous wage credit for a period 
of not less than 6 quarters (and further assuming that the serviceman’s 
starting date would yield an average monthly wage of $160), then 
such survivors would be entitled to the following dollar amounts: 


Lt gp BE A St 2S PS pe ERS Re Sh oto aie gE Co SR Se RL ed ER ee 1 $52. 90 
aR needs. Gs i 5 cad OS ae a ee ee 2105, 80 
nee RO COI 8 i en a 3 128. 00 
RI ES SEE Be ee ee aa Pa ee ee 105. 80 
RI RII case ne sates ccs Ancnehaads ek vials es csigiptncds ieeataes ae tied a Behe marion 52. 90 


1 After 65 and for life. 
2 Until child is 18 
2 This amount is reduced when older child reaches age 18. 


4 Social-security payments would be made to parents only when age 65 or older, and then only when there 
is no widow or minor child. 


Because of the mandatory six quarter coverage requirement before 
entitlement to social-security survivor benefits, a young man entering 
the service who was not previously covered under social security 
would have no survivor benefits under existing law until he had served 
approximately 18 months. 

The $160 per month gratuitous wage credit, at the present time, 
cannot be used for OASI retirement benefits at age 65 for those indi- 
viduals using the same period of time to qualify for military retirement 
benefits unless military retirement is for disability. 

It is estimated that in excess of 20 million men who have served 
in the Armed Forces since September 15, 1940, have been granted 
these $160 gratuitous wage credits. 

While these gratuitous wage credits of $160 were granted by acts of 
Congress, to date no appropriation has been made by the Congress 
to reimburse the OASI trust fund for actual dojlar expenditures made 
by virtue of these gratuitous wage credits. As of June 1 it was esti- 
mated that $210 million had actually been expended from the OAST 
trust fund in payment of survivor benefits predicated upon the $160 
gratuitous wage credits having been granted. 

In testimony before the committee, representatives of the Depart- 
ment of Health, Education, and Welfare testified that the actuarial 
staff of the Social Security Administration had determined that the 
liability of the fund to pay survivor benefits predicated on the $160 
wage credits would eventually cause an expenditure of approximately 
$590 million. ‘These projected cost estimates of the actuarial staff of 
the Social Security Administration are based on the reimbursement 
of the trust fund for actual cash expenditures made and not on a 
contributory tax basis for persons covered while on active duty. 


Proposed 


Title IV of the committee’s bill provides that all persons in the 
Armed Forces shall be placed under social security on a contributory 
basis. By placing the military under contributory social security, 
the present $160 per month gratuitous wage credit would, of course, 
be terminated. 

In testimony before the committee, it was revealed that it is be- 
coming increasingly costly to the Federal Government to continue to 
provide the gratuitous wage credit of $160 for all persons in the 
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Armed Forces. The cost to the Federal Government for having 
provided the gratuitous wage credit since September 15, 1940, while 
significant, did not appear excessive in the opinion of the committee, 
considering the benefits which have been provided. However, the 
actual cost to the Federal Government was kept at an absolute 
minimum because of the following circumstances: 

1. Many men entering the Armed Forces during World War II, 
and immediately thereafter, had previous OASI wage credits. 

2. By the Social Security Amendments of 1950 a new start date 
was provided which lessened the obligation of the Federal Government 
in calculating, as a part of the benefit, the $160 gratuitous wage 
credits. 

3. Under the Social Security Amendments of 1954, a 5-year dropout 
provision was provided, which further lessened the cost to the Federal 
Government for having provided these gratuitous wage credits. 

4. Reimbursement of the OASI trust fund will be made on a 
residual cost basis, rather than a tax basis. 

However, officials of the Department of Health, Education, and 
Welfare, including the Social Security Administration actuary, in 
testimony before the committee were quite specific in their statement 
that over a long period of time the trust fund would be adversely 
affected if they were reimbursed for the $160 gratuitous wage credits 
on a residual cost basis only. Officials of that Department recom- 
mended to the committee that the $160 gratuitous wage credits be 
terminated and that the military be placed on a contributory basis. _ If 
this were not done they advised then, in fairness and equity to the trust 
fund, the Government in the future should agree to pay the tax rate 
for the gratuitous wage credits if they are to be continued. 

To pay the tax rate, both employer and employee, for all men in 
the Armed Forces at the rate of $160 per month would cost the 
Government annually approximately $213,240,000 based on present 
strength. 

It is the opinion of the committee that in this bill that there has 
been a careful integration of survivor benefits provided from both 
the Veterans’ Administration and social security so as to provide 
a package that will meet the needs of survivors of Armed Forces 
personnel. Social security is an integral part of this package. It 
would have been folly for the committee to have devised a new 
survivor-benefit program, excluding social security, only to have the 
efforts of the committee dissipated in a few years when the placement 
of military personnel under contributory social security would most 
likely become a reality. 

The committee’s decision was influenced in part by the testimony 
of the Department of Health, Education, and Welfare that that 
agency could not continue indefinitely to pay out benefits under the 
$160 gratuitous wage credit provision and merely be reimbursed on 
a residual cost basis. If contributory social security were not to 
come about and the Department of Health, Education, and Welfare 
were to insist, in order to protect the Federal old-age and survivors 
insurance trust fund, that it be reimbursed on a tax basis, then the 
cost to the Federal Government of paying for the employer and em- 
ployee tax at the rate of $160 per month would be considerably 
greater than will be the cost of paying the employer tax under the 
proposal of this committee. 
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Based on the present strength and pay of Armed Forces personnel 
the cost to the Federal Government for paying employer’s tax under 
a contributory social security is port las to be $114 million per year. 
The committee does not feel that there will be any undue burden 
placed upon the military in carrying out the provisions of contributory 
social security. It is understood there is contemplated between the 
Social Security Administration and the Department of Defense that 
there shall be an annual reporting of service pay for social-security 
purposes if such an arrangement proves to be more feasible than the 
regular quarterly seconnting now required of private industry. 
Likewise, the reporting to the Social Security Administration and 
payment to the Bureau of Internal Revenue will be made by the 
Secretaries of the respective services, each service carrying its own 
administrative load coincident with this program. 


Amendments to the Social Security Act 


In placing the military under contributory social security, there are 
two special provisions made in the Social Security Act which will be 
applicable only to military personnel. 

The first of these provisions deals with a presumed insured status for 
all men entering the Armed Forces. At the present time, a person is 
not covered under social security until he has contributed for at 
least six quarters. Section 405, under title 1V of the committee’s bill, 
provides this special insured status granting all men entering the 
Armed Forces, or currently in the Armed Forces, immediate insured 
status under social security. Without this provision it would be quite 
possible that a man could come into the Armed Forces who has never 
previously had social-security coverage, serve with the Armed Forces 
for 15 months, and then die without any social-security coverage 
whatsoever. 

During World War II this special insured status provision was not 
in the Social Security Act and there are today estimated to be approxi- 
mately 3,700 cases where survivors are ineligible for social-security 
survivor benefits, even though the $160 gratuitous wage credit was 
provided, because the deceased died on active duty prior to acquiring 
the mandatory 6 quarters of coverage. In addition to granting imme- 
diate insured status prospectively, there is also a provision in this 
bill which will grant retroactively for coverage purposes, but not 
retroactively for payment purposes, the immediate insured status for 
these 3,700 cases. 

The second amendment to the Social Security Act which is appli- 
cable only for military personnel provides the disability freeze for 
persons who are permanently and totally disabled while in the Armed 
Forces, but who have not acquired 5 years’ insured status under the 
Social Security Act. 

In civilian employment a person is not entitled to this social-security 
disability freeze, until they have attained at least 5 years’ coverage 
under the act. Because of the extreme hazards of military service, 
the committee feels it appropriate that any man who becomes perma- 
nently or totally disabled while in the Armed Forces, regardless of his 
period of coverage under social security, shall be presumed to have had 
5 years’ coverage under the Social Security Act so as to protect, 
without further contribution, his rights, both survivorship and retire- 
ment, under the Social Security Act. 
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Social security additive to military retirement 

At the present time, although a man in the service may have been 
granted a $160 gratuitous wage credit from September 15, 1940, 
he is precluded from using the accrued gratuitous wage credits to 
provide retirement benefits if the same period of time in the service 
was used to accrue individual military retirement benefits, with 
certain exceptions which are as follows: 

1. Retired for physical disability. 

2. Was a veteran of World War I. 

3. Continued in the service for 6 or more quarters after eligi- 
bility for retirement on 30 or more years’ service. 

In summary, a man could not use the same period of service to 
accrue for himself both social-security and military-retirement bene- 
fits except under the special conditions noted. The committee pro- 
poses that on or after the effective date of this bill contributory social 
security be additive to military retirement. 


V. FEDERAL EMPLOYEES COMPENSATION ACT 
Present 

There is a paucity of legislative history as to just why Federal Em- 
ployees’ Compensation Act benefits were ever extended to certain 
reservists on active duty. As a practical matter, prior to 1949, few 
reservists, other than high-ranking officers, ever elected Federal em- 
ployee compensation benefits, for payments under Veterans’ Adminis- 
tration compensation laws were generally higher. However, through 
the amendments in 1949, the rates for FECA benefits were consider- 
ably increased. Thereafter, a large number of reservists found it 
highly advantageous to elect FECA survivor benefits. Especially 
was this true in the officer ranks, and to a lesser extent in the upper 
enlisted grades where the survivor was a widow with one or more minor 
children. 

When FECA compensation benefits were significantly increased in 
1949 there is no evidence that the right of certain reservists to elect 
these benefits was considered or understood. 

To provide certain reservists with a level of survivor benefits denied 
men with service of equal rank in performing equally hazardous duty 
creates a situation which offends one’s sense of equity. 

Of all the witnesses appearing before the committee, there were 
none— including the Reserve groups—who did not agree with the 
committee that this discriminatory survivor benefit should be ter- 
minated immediately. 

Proposed 


Title V of the committee’s proposed bill repeals all sections of law 
granting FECA coverage to any individual in Reserve components of 
the Armed Forces. 


SuMMARY OF PRESENT AND Proposep Survivor BENEFITS 


1. It is proposed by the committee that the 6 months’ death gra- 
tuity be continued, with a minimum payment of $800 and a maxi- 
mum payment of $3,000. 

2. Increase Veterans’ Administration compensation rates and elimi- 
nate the $10,000 gratuitous indemnity. In other words, consolidate 
the 2 present Veterans’ Administration programs into 1. 
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3. Place all Armed Forces personnel under contributory social 
security with the tax calculated on base pay, and discontinue the 
present $160 gratuitous wage credit. 

4. Repeal those sections of law which provide FECA benefits to 
certain Reserve personnel. 


Comparative Costs 


Although the main objective of the committee was to provide a 
program of adequate survivor benefits for dependents of members of 
the uniformed services whose deaths were attributable to service, 
it was always highly conscious of the necessity of keeping such a 
program within reasonable financial limits. 

A careful study of the comparative cost data will demonstrate that 
the committee has succeeded in attaining both objectives. 

The absolute cost of a single program which could conceivably 
extend over a span of 60 or more years, and which is dependent on 
such variables as fluctuating strengths [size] and changing composition 
of the services and varying conditions of operation; that is to say, 
peacetime, war, or armed truce, cannot be accurately predicted. 
However, & comparison between any two programs can be made with 
reasonable accuracy providing that the same assumptions are applied 
to both systems, the present and the proposed. In the fiscal com- 
parisons which follow this has been done. 

The dollar amounts shown in the calculations herein are to be con- 
sidered indices of relative costs rather than absolute dollar predictions. 
These costs do not show and are not intended to portray the amount 
of the annual appropriation required for the survivor beneficiaries now 
on the rolls or who will be on the rolls in the future. Instead, these 
figures show only the relationship of costs between the present pro- 
gram and the proposed program. ‘This cost relationship is computed 
on the basis of in-service deaths only. However, under both present 
and the proposed program, the costs arise from three distinct areas. 

1. The cost for future active duty deaths and future service- 
connected veteran deaths. 

2. The costs arising from past. deaths. 

3. The costs arising from present social security coverage pro- 
vided the Armed Forces, proposed social security coverage for 
the Armed Forces, and certain amendments to the basic Social 
Security Act. 


Cost ror Future Active Duty DrEatus 


Because these deaths will occur in the future, they are not susceptible 
to complete actuarial analysis; cost data given is predicated on the 
following assumption: 

1. The Armed Forces will maintain a continuing force of ap- 
proximately 2,850,000. 
2. Deaths will occur annually in accordance with table 1. 
3. The number and distribution of eligible widows and chil- 
dren resulting from these deaths will also be as shown on table 1. 
4. The deaths will be divided between regulars and reservists 
in accordance with table 2. 
Tables 1 and 2 were taken from the report (pt. 2) of the Kaplan 
Committee on Retirement Policy for Federal Personnel, Senate Docu- 
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ment No. 89, 83d Congress, 2d session, and appear therein as tables 
32 and 30. Since these tables are the result of careful statistical 
studies, the resulting percentage ratios developed from them may be 
considered correspondingly reliable. 

The costs for compensation benefits to be paid for future active 
duty deaths have been computed on the “present value” basis. This 
means that if the amounts shown are deposited in an interest-bearing 
fund annually, the fund will be able to make all payments of benefits 
to eligible survivors of those who die in that year without further 
cost to the Government. ‘The interest rate assumed was 2% percent, 
mortality rates were taken from the 1937 Standard Annuity Table, 
and the remarriage rates for widows were taken from the Revised 
American Remarriage Table. No effort was made to estimate the 
present value of benefits for postservice veteran deaths (service con- 
nected). 

Annual incurred liability 


[Present value basis} 


{Based on 6,135 in-service deaths during 1 fiscal year] 





Current Proposed 





RE CN a5 5 5 Lo ciecewceneccuudssnsemusbisteisabdbeddaddeeabehnael $7, 706, 000 $8, 334, 000 
Death com pensation: 
ee Se NEE ee EC Nee ee My een ons 29, 306, 000 64, 1138, 000 
Children 11, 933, 000 8, 659, 000 

Parents 69, 245, 000 62, 409, 000 
ECA: 


28, 096, 000 
Children... 10, 876, 000 
i. || ae mA 4, 106, 000 
Servicemen’s indemnity-...- we 61, 354,000 |......-. 
Social security... .-- 120, 000, 000 114, 000, 000 
Bi ea a ee eae 2, 100, 000 








342, 622, 000 | 260, 140, 000 








The table shown above indicates a difference in cost between the 
current program and the proposed program of $82.5 million on a 
“present value” basis for 6,135 in-service deaths. The table does not 
reflect the cost of postservice veteran deaths. 

By the terms of this bill, beneficiaries currently entitled to receive 
death compensation from the Veterans’ Administration will, with 
certain restrictions be allowed to elect to receive the proposed in- 
creased benefits in lieu of the benefits they now receive. ' 

In allowing survivors on the VA death-compensation rolls today 
to elect the higher benefits provided’ under this bill it is estimated 
from data furnished by the Veterans’ Administration that the addi- 
tional cost will approximate $38 million per annum, The preceding 
table indicates that the proposed survivor benefit program would 
cost the Federal Government approximately $82,480,000 less than 
the existing program on a “present value” basis for 6,135 in-service 
deaths. However, from these anticipated savings on prospective 
deaths the additional cost of providing increased dependency and 
indemnity compensation by permitting conversion of existing rolls 
must be deducted. Thus, the additional cost of $38 million’ per 
annum for conversion of present VA rolls reduces the projected 
savings to a net figure of $44,480,000. 
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It should be kept in mind that these calculations are made on the 
assumption of current mortality rates, a strength of 2,850,000, and 
current and proposed benefit levels. 

This conversion cost will ultimately decline with the passage of time 
as survivors, by reason of death, remarriage, and other factors leave 
the VA rolls. However, as the survivors on the VA rolls diminish new 
survivors will be added by virtue of service-connected deaths of vet- 
erans which may occur from time to time. It is a matter of conjecture 
as to whether the new entrants on the dependency and indemnity com- 
pensation rolls will prove to be a greater or lesser cost than those 
survivors leaving the rolls. 

Some explanation is required concerning the figure for parents’ bene- 
fits under the proposed law. The $62,409,000 amount assumes that 
the dependent parents are distributed over the range of qualifying in- 
comes included in the proposed law as tests of dependency in such a 
way that 60 percent qualify for maximum benefits and the remaining 
40 percent are evenly distributed over the rest of the group. 

The probable number of deaths among veterans who die from 
service-connected causes (as distinguished from in-service deaths) is 
a difficult item to predict. However, it is anticipated that the pro- 
posed higher rates paid by Veterans’ Administration to widows of 
veterans, generally will be offset under the provisions of this bill by 
the shift of children benefits from the Veterans’ Administration to the 
social-security system where children are in the care of the widow. 
Thus it is anticipated that the $44 million savings on in-service deaths 
will not be curtailed materially by the postservice veteran deaths. 


SuPPLEMENTARY SAvincs To GOVERNMENT 


A further area in which savings may be anticipated is that concern- 
ing the optional cancellation of the present waiver of insurance pre- 
miums. There are some 840,000 policies currently under waiver. 
Under existing law, all claims maturing from this group become a 
direct charge to the Treasury. 

Although it is impossible to estimate the number of policyholders in 
this group that will take advantage of the privilege offered of picking 
up their premiums and thus securing for the family the benefits of 
the new plan plus their insurance, it is certain that a significant num- 
ber will do so. Claims maturing in the future from those who have 
exercised this option will become direct charges against the Govern- 
ment only when the death is determined to have resulted from the 
extra hazards of military service. In times of peace, it is estimated 
that only 20 percent of deaths in service would be deemed to have 
resulted from such extra hazards. 

Savings from this source are difficult to estimate, but there should 
be a measure of savings. 

The committee has not attempted to assess any monetary value 
for the administrative saving which may result from the adoption of 
this program. The simplified procedures, the expedited adjudication 
resulting therefrom, and the elimination of postwar service insurance 
should result in substantial benefit to the Government, but the extent 
of this benefit, the committee feels, will become obvious with the 
passage of the years, 
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Cost or $160 Gratruirovs Wace Crepits 


A further cost aspect of this bill not included in the above calculation 
is the provision dealing with the reimbursement of the old-age and 
survivors insurance fund for the costs it has borne and will bear in the 
future as a result of the $160 per month gratuitous wage credits 
granted all in-service personnel since September 15, 1940. 

The committee believes that the liability for this cost is properly 
assessable to the Government and not to the group of covered em- 
ployees whose contributions in the past have constituted the primary 
source of income to the fund. The cost of the expenditures already 
made by the fund amounts to approximately $210 million which, it is 
proposed, the Government will repay over a period of 10 years. If 
made in equal installments, these repayments would amount to approx- 
imately $21 million a year plus the interest on the unpaid balance. 
The costs of future payments resulting from the gratuitous wage 
credits is estimated by the Social Security Administration to be 
approximately $380 million to be repaid annually as payments are 
made. It is estimated that this would amount to $30 million a year 
for the first year, decreasing annually until at the end of 10 years, 
the future annual cost will not exceed $10 milion. These amounts 
have not been added to the comparative table shown above as they 
represent a past obligation whereas the table is a comparison of future 
costs. There is, of course, a requirement for additional appropriated 
money until the past debt is liquidated. 


Cost Aspects or Socrtat-Security CoverRAGE 


Under current law gratuitous wage credits of $160 per month are 
granted to all Armed Forces personnel until July 1, 1955. The pro- 
posed law would substitute coverage on a full contributory basis 
with contributions and benefits computed on basic pay. 

The Division of the Actuary, Social Security Administration, has 
estimated the annual cost of continuing the free $160 wage credits at 
$120 million, computed on an “excess cost” basis. This figure con- 
templates the continued existence of restrictions in use of these wage 
credits as currently set forth in the Social Security Act. 

Under the proposed plan the cost to the Government would be 
limited to the normal employer tax rate applied to basic pay up to the 
current maximum of $4,200 per year. This would produce a cost of 
about $114 million annually. This amount would be matched by an 
equal amount of employee contributions paid by the servicemen 
themselves. 

The proposed law provides two additional benefits not currently 
provided by the Social Security Act. 

1. Guaranteed insured status for all military personnel, regardless 
of the number of quarters of coverage accrued at time of death, thus 
assuring currently insured status under the Social Security Act. This 
will, of course, entail additional costs to the OASI trust fund not pro- 
vided for in the tax rate. Under the bill, the Government would reim- 
burse the fund for such payments annually. The cost during the 
first few years would be very low, increasing gradually to a level of 
approximately $2,500,000. Stated on an incurred basis (i. e., as 
present value at time of death), the additional cost would be about 
$1,700,000. 
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2. By a proposed amendment to the Social Security Act, men serv- 
ing in the Armed Forces who become totally and permanently dis- 
abled while in the service are presumed to have had 5 years of covered 
employment for social-security purposes and are therefore deemed 
eligible for the disability freeze provided under the basic Social Secu- 
rity Act. 

Under this provision the cost is estimated to be approximately 
$400,000 annually. 

These 2 amendments designed especially for Armed Forces per- 
sonnel will cost the Government approximately $2,100,000 per year, 
this amount being used to reimburse the OASI trust fund on an 
“excess cost”? basis for payments made pursuant to those 2 
amendments. 

CONCLUSION 


In conclusion, the committee believes it has substantially raised the 
level of benefits to dependents of present and former military per- 
sonnel, particularly to the surviving widow; that it has provided for 
the orderly liquidation of a past moral obligation of the Government 
to the OASI trust fund; that this has been accomplished at a modest 
temporary increase in cest over the present system; and finally that 
the new plan will result in significant savings to the Government 
after past obligations have been liquidated. The more adequate 
benefits provided under this bill are made possible in part by reason 
of the servicemen’s participation in social security. 


TaBLe 1.—Actual 1948 service deaths blown up to 2,850,000 strength with 
dependency distribution as of 1950 























Grade Total Not Widow Widow, Widow, Widow, 

deaths married only 1 child 2 children | 3 children 
452 428 4 9 9 2 
1, 105 1, 005 43 29 25 3 
1, 142 1, 004 74 33 25 6 
on 834 551 127 94 53 9 
cS ESS ae 585 216 129 122 93 25 
As ET re 394 90 79 SY 106 30 
ae cdctaasigtian 398 51 89 56 156 ® 
Warrant officer. .............. 34 6 6 7 12 3 
_ X RGSS BE ee a Se 66 28 21 13 2 2 
| RS 591 100 140 173 145 3B 
__ REM 284 40 47 27 133 37 
| EP Ee ee 112 9 23 14 53 13 
OE EEA 76 6 13 3 40 14 
_, DR a SS 40 2 7 6 19 6 
Se 22 2 10 6 4 0 
Total 6, 135 3, 538 812 681 75 229 




















TaBLE 2.—The active-duty deaths are assumed to be distributed between regulars and 
reservists as follows 








Regular | Reserve Regular | Reserve 

Percent | Percent Percent | Percent 
pO ES ee ee ees .  )_ ee LL IT eee ae 93 7 
Warrant officer. .............. 95 § || O-7 and O-8.................. 98 2 
SRT ee 30 70 
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Certain SpecrAL PROVISIONS OF THE BILL 
COVERAGE OF ALL UNIFORMED SERVICES 


At the request of the Coast and Geodetic Survey and the Com. 
missioned Corps of the Public Health Service these two uniformed 
services, for survivor benefit purposes, and the benefits of this bill, 
have been placed on a par with the other services which compose our 
Armed Forces. 

In the past, certain members of the Coast and Geodetic Survey and 
the Commissioned Corps of the Public Health Service have only been 
entitled to certain Armed Forces survivor benefits while serving on 
active duty with the Armed Forces, or in time of national emergency 
when they were deemed to be a contingent of the Armed Forces by 
Presidential proclamation. The language of the committee’s bill re- 
fers to uniformed services and not merely Armed Forces, and these 
two services have been specifically covered. Today, the Coast and 
Geodetic Survey has an authorized strength of 185 members, and the 
Commissioned Corps of the Public Health Service will not exceed 
2,500 members. The number of in-service deaths in these two services 
is infinitesimal. 

At the present time the members of these two services are entitled 
to participate in the Government employees’ group life insurance pro- 
gram, but inasmuch as this group insurance requires a contribution by 
the Federal Government, the committee’s bill provides that such 
persons must terminate this insurance or not be eligible for benefits 
under Title II of this bill. 

There were no sustained objections of any witnesses appearing before 
the committee to the placing of the Coast and Geodetic Survey and the 
Commissioned Corps of the Public Health Service under this bill. 


PROPOSED AMENDMENTS TO THE RAILROAD RETIREMENT ACT AND THE 
CIVIL SERVICE RETIREMENT ACT 


The committee, in its deliberations, could not escape taking 
cognizance of certain changes which should be made to the Railroad 
Retirement Act of 1937 and the Civil Service Retirement Act of 
May 29, 1930, insofar as those acts affect railroad workers and civil 
service émployees who have been in the past and may be in the 
future a part of the Armed Forces. 


AMENDMENTS TO THE RAILROAD RETIREMENT ACT 


Under existing law, active duty performed in the Armed Forces by 
a railroad worker may be included (at a presumed compensation 
rate of $160 a month) in the computation of annuities payable to 
him and his survivors under the Railroad Retirement Act. The 
Federal Government, on his behalf, pays into the railroad retirement 
account the amount of the taxes which would have been collected on 
the basis of his service if he had actually been in railroad employ- 
ment at wages of $160 a month during the period of such active duty. 
This gratuitous credit provided railroad workers is similar to the 
gratuitous wage credit provided under title II of the Social Security 
Act; but actual payments in the amount of $334,429,000 have been 
made to the railroad retirement account with respect to such service 


<a mo A 


— 


aAnmnonmnet aA ete as eS 








Com- 
rmed 
bill, 
e our 


y and 
been 
iz On 
rency 
es by 
ill re- 
these 
t and 
d the 
xeeed 
rvices 


titled 
» pro- 
on by 

such 
nefits 


»efore 
id the 
% 


D THE 


aking 
ilroad 
Let of 
1 civil 
n the 


res by 
sation 
ble to 

The 
ement 
ted on 
aploy- 
duty. 
to the 
curity 
» been 
service 





BENEFITS FOR SURVIVORS OF SERVICEMEN AND VETERANS 25 


whereas no such payments, even on a residual cost basis, have as yet 
been made to the old-age and survivors insurance trust fund. 

Since all railroad workers on active duty with the Armed Forces 
will in the future be entitled to the survivor benefits of the proposed 
bill, the committee could see no justification for continuing to grant 
railroad workers a gratuitous wage credit during such active duty, 
with funds for these credits being paid from the General Treasury into 
the railroad retirement account. The committee has accordingly pro- 
vided in the proposed bill that these gratuitous wage credits shall be 
terminated as of the effective date of the bill. Railroad workers 
serving in the Armed Forces hereafter will pay the regular social- 
security tax on their base pay while in the service and may use such 
service for old-age and survivor insurance purposes as though it were 
civilian employment. 

In terminating the gratuitous wage credit of $160 a month granted 
railroad workers for military service, it should be emphasized that 
the committee does not intend to affect adversely the railroad retire- 
ment account or its solvency, or to prejudice the right of railroad 
workers to use future military service in providing benefits for them- 
selves and their survivors under the Railroad Retirement Act. The 
committee feels that it is proper and desirable, and recommends, that 
the House Committee on Interstate and Foreign Commerce review 
the provisions of the proposed bill which terminate the gratuitous 
wage credit for railroad workers and which otherwise affect the 
operation of the railroad retirement system, and, on the basis of such 
review, propose any legislation which it may consider necessary or 
appropriate to insure that neither the solvency of the railroad retire- 
ment account nor the rights of the railroad workers will be adversely 
affected by reason of these provisions, 


PROPOSED AMENDMENT TO THE CIVIL SERVICE RETIREMENT ACT 


The committee proposes two minor amendments affecting the 
Civil Service Retirement Act. The first deals with the $160 gra- 
tuitous wage credits under section 217 of the Social Security Act. 

Present law bars the use of such credits for social security purposes 
if a survivor of the veteran is entitled to benefits under the Civil 
Servite Retirement Act based in whole or in part on military service. 
The survivor has no choice as to the system under which the military 
service will be counted, 

For example, if a man under civil service with an average monthly 
wage of $400 had been under the system for 7 years, had a wife and 
2 children, and died while in the service, his civil service survivor 
benefit would be $43 per month. Based on an average wage of $160, 
the social security survivor benefit to this man’s family would have 
been $128. 

Section 404 (b) and (c) of the committee’s bill would permit the 
survivors of civil-service employees to elect between the two survivor 
benefits, assuming of course they were eligible for each. } 

_The committee deems the existing circumstances inequitable and 
discriminatory. 

The second amendment proposed by the committee to the Civil 
Service Retirement Act is to prohibit use of years of military service 
performed after 1955 for the purpose of providing increased entitle- 
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ment to survivor benefits under the Civil Service Retirement Act, 
if survivor benefits are paid under social security. 

Today, when a person employed under civil service comes into the 
Armed Forces, years spent in the Armed Forces are counted toward 
civil service survivor and retirement benefits. 

The committee thinks it proper that years spent in the military 
service should count toward civil service retirement, but there ap- 

ears no necessity to count years of service toward survivor benefits 
in view of the provisions of this bill. 

The committee therefore recommends and provides that after the 
effective date of this bill time in the military service will not be 
credited under the Civil Service Retirement Act for survivor benefit 
purposes if social security survivor benefits are paid. 


MEANING OF DEPENDENCY AND INDEMNITY COMPENSATION 


Special note should be taken that the committee has labeled future 
Veterans’ Administration payments as “Dependency and indemnity 
compensation.” ‘This has particular significance, for although the 
gratuitous indemnity is terminated under this bill the committee is of 
the opinion that the increased Veterans’ Administration payments do 
reflect what was formerly both compensation and indemnity. 

In testimony before the committee some witnesses have stated that 
in the event of another national emergency or war, where men entering 
the Armed Forces could not obtain additional survivor benefits via 
commercial insurance except with a war-clause provision, it would be 
necessary for the Federal Government to provide some insurance 
protection under a Government-sponsored and Government-under- 
written program. 

Under the package benefits, i. e., Veterans’ Administration depend- 
ency and indemnity compensation plus social security, contained in 
its bill, the committee feels that the coverage provided is adequate for 
both peacetime and wartime conditions. The committee urges that, 
following enactment of the proposed legislation, the Congress, in the 
future, not consider adding insurance or any other supplementary 
survivor benefits beyond those provided in H. R. 


SOCIAL SECURITY COVERAGE FOR DEPENDENTS OF SERVICEMEN WHOSE 
DEATHS OCCURRED PRIOR TO 18 MONTHS’ SERVICE 


Section 407 of the committee’s bill provides retroactive coverage 
but not retroactive payments to some 3,700 cases of survivors who were 
not heretofore entitled to social security survivor benefits. 

Any person entering the Armed Forces after September 15, 1940, 
was granted by the Federal Government gratuitous social security 
wage credits of $160 per month. 

There were many individuals coming into the Armed Forces whose 
only coverage under-social security-was this $160 per month gratuitous 
wage credits. However, due to the six quarters coverage requirement 
many men on active duty died before obtaining the necessary cover- 
age; therefore their beneficiaries were ineligible for social security 
survivor benefits. 

The committee’s bill provides all men in the Armed Forces after 
September 15, 1940, be retroactively granted immediate insured status. 
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Under this provision no retroactive payments or lump-sum payments 
will be made. The OASI trust fund is to be reimbursed from the Gen- 
eral Treasury for actual funds expended under the provisions of this 
section. 


REIMBURSEMENT OF OASI TRUST FUND FOR PAST WAGE CREDITS 


Section 408, title IV, of the committee’s-.bill provides that the 
OASI trust fund be reimbursed on an annual basis for actual cash 
expenditures made after June 1955 by virtue of $160 gratuitous wage 
credits having been granted military personnel since September 15, 
1940. In addition, section 408 (2) further provides that the Secretary 
of the Department of Health, Education, and Welfare on or ‘before 
October 1, 1957, shall determine the amount of actual payments which 
have been made from the OASI trust fund prior to July 1, 1955, by 
virtue of gratuitous military wage credits. This amount having been 
determined, the bill authorizes to be appropriated to the trust fund 
annually such sum as may be required to liquidate this moral debt 
over a 10-year period. 

It is estimated that the amount of actual payments made will 
approximate $210 million, while future payments will be approxi- 
mately $380 million. 

The $380 million will be paid annually as expenses are incurred. 
During the next fiscal year the appropriation will approximate $30 
million and diminish slightly each year until a level of $10 million is 
reached. 

An appropriation of approximately $21 million per year, over the 
next 10 vears, will be required to liquidate the obligation of the Gov- 
ernment to the OASI trust fund for payments which have been made 
because of the $160 gratuitous wage credit provision for Armed 
Forces personnel. 

The committee deems it highly appropriate for the Federal Govern- 
ment to acknowledge this debt to the ASI trust fund, for the pro- 
gram under which this debt was contracted is being terminated. 

The committee is of the opinion that legally no statutes have 
bound the Federal Government to reimburse the OASI trust fund, but 
there is no doubt that there was an implied responsibility, and it 
would be unconscionable for the Federal Government not to acknowl- 
edge its obligation in this regard. 


ADMINISTRATIVE SIMPLICITY 


In order for a survivor today to receive the various survivor benefits 
provided by the Federal Government it is necessary for the survivor 
to file application for such benefits with at least four Government 
agencies, and often more. 

Each of these applications must be filled out in every detail and 
frequently information requested is not immediately known to the 
survivor. In addition, all applications must be accompanied by 
certain evidence such as death certificates, marriage certihcates, 
birth certificates, and such other documents as may be requested by 
the respective agencies. 

Today a survivor must file an application with the military service 
of the deceased for the 6 months’ death gratuity. Likewise separate 
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applications must be filed with the Veterans’ Administration; one for 
Veterans’ Administration compensation and another for the gratuitous 
indemnity. It is possible that a third application may be filed with 
the Veterans’ Administration for Government insurance. If the 
deceased were a Reserve killed in the line of duty, an application would 
— be filed with the Bureau of Employees’ Compensation, 

epartment of Labor, for FECA benefits. A further application 
should be filed with the Social Security Administration. If the 
deceased serviceman had ever been employed under civil service or 
with a railroad, an inquiry should be made as to any possible retire- 
ment under the Civil Service or Railroad Retirement Acts, and appli- 
cation should be filed if applicable. 

The committee sought to correct the administrative maze to which 
survivors are currently subjected, and attempted to expedite pay- 
ments. 

The committee so consolidated survivor benefits that a survivor 
today will receive compensation from 1 of 2 Government agencies, 
or both, the 6 months’ death gratuity being paid immediatcly in 
many cases. The two paying agencies of the Federal Government 
will be the Veterans’ Administration and the Social Security Adminis- 
tration. Section 503 of the committee’s bill provides that a survivor 
4 filing one application will have made application to both agencies. 
If the Veterans’ Administration received the application they will 
immediately detach and forward to the Social Security Administra- 
tion that portion of the application dealing with the benefits adminis- 
trated by that agency, The reverse is true if the original application 
is filed with the Social Security Administration. The agencies 
receiving the initial application will certify to the other agency the 
receipt of certain legal documents. Therefore, documentation of 
both applications will not be required. 

By this joint application form a person by filing with one agency 
automatically files with the other. 

The committee feels that this provision of its bill is a major step 
forward in simplifying survivor benefits and should reduce the ad- 
ministrative burden of Government agencies as well as the burden 
upon the survivor. 


PORTAL TO PORTAL COVERAGE FOR RESERVISTS 


Witnesses appearing before the committee urged the providing of 
portal-to-portal coverage for certain reservists while in a travel status 
to or from active duty for training or inactive-duty training. 

It was brought to the attention of the committee that certain re- 
servists who participated in the annual period of 2 weeks’ active 
duty, weekend drills at specified intervals, weekly drills, and other 
types of inactive-duty training are sometimes required to travel con- 
siderable distances in order to meet these Reserve obligations. ‘The 
committee favored covering Reserve personnel on active duty for 
training or inactive-duty training, but had difficulty in setting forth 
in detail the coverage which was to be provided. The language in 
section 102 (6) (B) provices portal-to-portal coverage for all reserv- 
ists while in a travel status to or from active duty for training oF 
inactive-duty training. 
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ALL RESERVISTS COVERED 


It is the intention of the committee that this bill provide survivor 
benefits for all persons in the Armed Forces, both reservists and regu- 
Jars who are on active duty for training or inactive-duty training. 
Section 102 (2) provides this coverage. The committee knows of no 
component of the Armed Forces which is not covered under the pro- 
visions of this bill while on active duty, regardless of the period of time 
of such active duty. The Federal National Guard, members of the 
Reserve units who drill 1 night a week, serve on active duty 1 weekend 
per month, or who serve on active duty for a period of 14 days or more 
per annum are all covered under the terms of this bill. 

The committee does not feel that by extending this broad coverage 
to Reserve personnel that any significant cost will be incurred. 


ACKNOWLEDGMENT 


The committee again wishes to acknowledge the significant contri- 
bution made by staff personnel of the various Government agencies 
the veterans’ organizations, and other interested individuals an 


ups. 

It is hoped that the efforts of these individuals and groups will 
result in the enactment of a servicemen’s and veterans’ survivor 
benefit bill which will prove to be an improvement over existing 
legislation. 

SECTION-BY-SECTION ANALYSIS 


Following is a section-by-section analysis of the committee’s bill. 
Changes in existing law are shown in a document accompanying this 


report, designated as part 2 thereof. 


TITLE I--SHORT TITLE AND DEFINITIONS 


Section 101.—This section contains the short title of the bill and s 
table of contents. 
vere 102.—This section contains definitions of terms used in the 

li. 

Paragraph (1) of this section provides that ‘‘Administrator’’? means 
the Administrator of Veterans’ Affairs. 

Paragraph (2) defines ‘‘member of a uniformed service,” and there- 
by specifies the persons whose deaths will entitle their survivors to 
benefits provided by the bill. This term has a somewhat broader 
meaning than it usually has in laws relating to the Armed Forces, 
since, in addition to members of the Army, Navy, Air Force, Marine 
Corps, and Coast Guard, the term includes commissioned officers 
of the Coast and Geodetic Survey and Public Health Service, retired 
officers, cadets and midshipmen in the service academies, certain 
members of the various branches of the ROTC, all members of the 
federally recognized National Guard and Air National Guard of the 
several States, Territories, and the District of Columbia, and persons 
provisionally accepted, or selected for induction, who are under orders 
to report to a particular place. 

Paragraph (3) defines “reserve component of a uniformed service.” 

deomcen (4) defines “active duty.” Clause (A) contains language 
substantially similar to the definition of such term in the Armed Forces 
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Reserve Act of 1952, but goes beyond the definition in that act insofar 
as the definition in this bill extends to service performed by certain 
individuals (as a “member of a uniformed service”) to whom that 
act does not apply. Clauses (B) and (C) include service in the service 
academies and full-time duty with the Coast and Geodetic Survey or 
Public Health Service as active duty, and clause (D) provides that 
authorized travel to and from the duty or service relucred to in clauses 
(A), (B), and (C) shall be considered as active duty. 

Paragraph (5) defines “active duty for training.” Clause (A) 
defines this term substantially as it is defined in the Armed Forces 
Reserve Act of 1952, but provides that such duty is that performed by 
a ‘member of a uniformed service,” as defined. Clause (B) provides 
that full-time duty for training purposes performed by commissioned 
officers in the Reserve Corps of the Public Health Service is included 
in the definition; clause (C) provides that certain duty performed by 
members of the ROTC, NROTC, and AFROTC is so included, and 
clause (D) and subparagraph (6) (B) provide that certain travel to 
and from such duty shall also be included within the term “active duty 
training.” 

Paragraph (6) relates to “inactive duty training” and “active duty 
for training.’”’ Subparagraph (A) of this paragraph defines “inactive 
duty training” to mean training or duty (1) which is prescribed by 
the Secretary concerned under section 501 of the Career Compensation 
Act of 1949 (or any other provision of law) and (2) which is performed 
by a member of a reserve component of a uniformed service. The 
committee feels that this language is sufficiently broad to cover all 
service which has in the past been considered as “‘inactive duty train- 
ing” for purposes of Veterans’ Administration laws; and feels that 
this definition is sufficiently inclusive to provide that all inactive duty 
training for which compensation is allowed, or for which “‘points”’ are 
awarded under title III of the Army and Air Force Vitalization and 
Retirement Equalization Act of 1948, is “inactive duty training” 
within the meaning of this definition. 

Subparagraph (B) of this paragraph provides coverage for members 
of a reserve component of a uniformed service while they are traveling 
to or from active duty for training or inactive duty training. Clause 
(i) of this subparagraph requires that the duty performed or to be per- 
formed must be authorized or required by competent authority in 
advance, and clause (ii) requires that the death must result from an 
injury incurred on or after January 1, 1956, while proceeding to or 
returning from active duty for training or inactive duty training. The 
committee has established criteria in this subparagraph for considera- 
tion by the Secretary concerned, or the Administrator, in determining 
whether a death has resulted from an injury so incurred ; however, this 
list is by no means intended to establish the sole criteria for considera- 
tion. 

Some fears have been expressed to the committee that this sub- 
paragraph will lead to many claims by persons not entitled to benefits. 
The committee has therefore provided as a safeguard that when any 
claim is filed by reason of this subparagraph, the burden of proof 
shall be upon the claimant. 

Subparagraph (C) of this paragraph provides that service per- 
formed by a member of the federally recognized National Guard 
or Air National Guard, the National Guard of the United States, or 
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of the Air National Guard of the United States, under certain specific 
sections of the National Defense Act of June 3, 1916, shall be “active 
duty for training” or “inactive duty training,” depending upon the 
character of training or duty performed. 

Paragraph (7) provides that the terms “child” and “parent” have 
the meanings which they have in Veterans’ Administration death 
compensation laws. 

Paragraph (8) defines “widow,” and makes that term more liberal 
and realistic for purposes of payment of dependency and indemnity 
compensation. Today there exist two separate sets of criteria in 
Veterans’ Administration laws for determining whether a woman is 
a widow of a Spanish-American War veteran; a different test for 
determining whether a woman is a widow of a World War I veteran; 
another test for determining whether a woman is a widow of a World 
War II or Korean conflict veteran; a different test for determining 
whether a woman is a widow of a veteran of peacetime service after 
April 20, 1898; and still another test for determining whether a woman 
is a widow of a veteran of service prior to April 20, 1898. 

The committee feels that having such a variety of tests for deter- 
mining whether a woman is a “widow” is confusing and unnecessary; 
therefore, the committee has provided in paragraph (8) a simple, easily 
understandable, and realistic definition of that term. Section 206 of 
the bill provides that persons now on, or eligible to be on, the com- 
pensation rolls of the Veterans’ Administration may elect to receive 
dependency and indemnity compensation under the bill. Therefore, 
the definition of ‘‘widow”’ provided by this paragraph (8) will not oper- 
ate to remove any person from the rolls, will not prevent any person 
now on the rolls from receiving the new benefits (whether or not such 
person meets the new definition of “widow’’), and provides a more 
liberal definition of the term ‘“‘widow” than is found in existing law 
with respect to all service-connected deaths which may be expected in 
the future. 

Paragraph (9) of this subsection defines “Secretary concerned.” 

Parayraph (10) defines “basic pay” for all purposes of the bill. 
Clause (A) of this subsection defines “basic pay” by cross reference 
to the appropriate sections of the Career Compensation Act of 1949. 

Clause (B) of this paragraph defines “basic pay” with respect to 
the various branches of the ROTC. 

The definition of “basie pay” is of importance in determining what 
shall be deemed to be basic pay of deceased persons under paragraph 
(11) of this section; in determining the increment to the basic $112 
dependency and indemnity compensation paid to widows under title 
IL; in determining the amount of the death gratuity payable under 
title III; and in determining the social-security benefits which will 
be paid, and the tax which is imposed for social-security purposes, 
under the amendments made by title IV. 

Paragraph (11) estaltishes the method of determining “basic pay” 
for purposes of title Il of the bill. Under subparagraph (A), where 
the deceased person died on active duty, active duty for training, 
or inactive duty training, his “basie pay” is that which he would have 
received if serving on active duty and entitled to basic pay at the 
time of his death. 


Under subparagraph (B), where the deceased person did not die 
on active duty, active duty for training, or mactive duty training, 
74009°—57 Hz. Rept., 84-1, vol. 391 
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his “basic pay” for purposes of title IT is that which he would have 
received if serving on active duty, in the rank held by him on the 
date of his discharge or release from the last period of active duty, 
active duty for training, or inactive duty training, in which the 
disability causing his death was incurred or aggravated. 

Subparagraph (C) provides a method of determining “basic pay” 
for the limited group of individuals not included in the definition of 
“member of a uniformed service,” but who today have a compensable 
status under Veterans’ Administration laws by reason of being 
within the definition of the term “‘person who served”’ (as that term 
is used in the Veterans Regulations). The head of the department 
under which each such person performed the services by which he 
obtained a compensable status shall determine a pay grade and a 
rate of pay for that person under the Career Compensation Act of 
1949, and such person’s “basic pay” shall be the pay so prescribed. 
Under the last sentence of this subparagraph, such persons are to 
be considered as having been on active duty while performing such 
service. 

Under subparagraph (D) whenever basic pay for the uniformed 
services is changed in the future, payments received by survivors 
under title II of the bill will also be adjusted accordingly. 

Subparagraph (E) provides that persons provisionally accepted, or 
selected for induction who die or incur a disability while en route 
or after arrival at a place to which ordered, shall be deemed to be on 
active duty and entitled to basic pay when they so die or incur a 
disability. 

Subparagraph (F) provides that the Secretary concerned shall 
certify to the Administrator the rank or grade and years of service 
of deceased persons with respect to whose deaths applications for 
benefits are filed. 

Paragraph (12) provides coverage for men discharged or released 
from active duty on or after January 1, 1956, during the time neces- 
sary for them to travel to their homes from the place where they are 
discharged or released, and, in any event, provides coverage for them 
until midnight of the day on which they receive their discharge or 
release. In some cases (primarily involving persons retiring from the 
regular components), persons are held not to have “homes” at the 
time of their separation, but for purposes of transportation allowances 
incident to their separation, are given a year to select a home. The 
committee feels that the determination of the period of coverage for 
these individuals should be established by regulations, in order to 

rovide flexibility of administration in each case, according to the 
individual circumstances, ‘but believes that in general the period of 
coverage furnished these persons should not exceed that generally 
provided for all others. 


TITLE II—DEPENDENCY AND INDEMNITY COMPENSATION 


This title provides that the Administrator of Veterans’ Affairs shall 
pay survivors of deceased veterans dependency and indemnity com- 
pensation when the deaths, no matter when they occurred, were the 
result of service-connected disabilities. 

Whenever a veteran dies in the future from a service-connected 
disability, his survivors will be paid under the provisions of the bill. 
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All survivors now on the compensation rolls may elect to continue to 
receive benefits under the old laws, or may elect to receive payments 
under the provisions of the bill in the future. 

Section 201.—This section specifies the conditions under which a 
death occurring on or after January 1, 1956, will entitle survivors to 
dependency and indemnity compensation. ‘The provisions of this sec- 
tion are sufficiently liberal to provide that in the case of all such deaths, 
yersons who would be entitled to death compensation under existing 
aw shall be entitled to dependency and indemnity compensation 
under the bill, and in addition includes numerous persons not covered 
today. ‘These persons are (1) members of the National Guard whose 
deaths are the result of disease incurred or aggravated while perform- 
ing active duty for training (as defined) for periods of 30 days or less; 
(2) members of the ROTC, NROTC, and AFROTC whose deaths are 
the result of disease or injury incurred or aggravated while on annual 
training duty; (3) commissioned officers of the Coast and Geodetic 
Survey whose deaths are the result of disease or injury incurred or 
aggravated during periods while they are not assigned to duty of a 
type giving them a compensable status under Veterans’ Administra- 
tion laws; (4) commissioned officers of the Regular or Reserve Corps of 
the Public Health Service whose deaths result from disease or injury 
incurred or aggravated while not entitled to “full military benefits’; 
(5) all persons provisionally accepted, or selected for induction, who 
die from injury incurred while en route to or from, or while at a place 
to which ordered; (6) persons performing travel to and from active 
duty or active duty for training, or inactive duty training, under the 
conditions specified in section 102 (6) (B) of the bill; and (7) persons 
after their discharge and during the period of time required for them 
to return to their homes, as provided in section 102 (12) of the bill. 

The “line of duty” criteria presently applicable under Veterans’ 
Administration disability compensation laws shall continue to apply 
to deaths referred to in this section; the new definition of “widow” 
and the existing definitions of “child” and “parent’’ applicable to 
other Veterans’ Administration death compensation laws shall apply 
in determining basic entitlement under this section; and the existing 
presumptions with respect to service connection of disabilities shall 
continue to apply for purposes of determining incurrence or aggrava- 
tion of the disease or injury causing the death. 

This section requires that an application must be filed for benefits 
under this title. 

Section 202.—This section prescribes rates of dependency and 
indemnity compensation which shall be paid to a widow. Under 
subsection (a), each widow will receive $112 plus 12 percent of the 
basic pay of her deceased husband, with the total amount increased 
to the next highest dollar. 

With one exception (made by subsec. (b) of this section), there is no 
increase in dependency and indemnity compensation paid to widows 
by reason of children of the deceased person. It is the intention of 
the committee that, in general, additional benefits for children, and 
additional benefits to widows where there are children, will come from 
social-security payments. 

A problem presented by this approach, however, is that where the 
deceased person has a relatively low “average monthly wage” (for 
social-security purposes) the operation of section 203 (a) of the Social 
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Security Act (the so-called family maximum provision) causes the 


payments made under that act to a widow with more than one child 
to be no greater than the amounts paid to a widow with only one child. 
An additional problem is that the deceased person may have had no 
entitlement to social security benefits at the time of his death. There- 
fore, the committee has provided in subsection (b) that where the 
deceased person’s “average monthly wage”’ is less than $160, or where 
the deceased person had no entitlement to social security benefits, 
the Veterans’ Administration will make supplemental payments to 
the widow in the amount of $20 for each child of the deceased person 
in excess of one. These supplemental payments, however, are limited 
to amounts which, when added to the social security payments (if any) 
made to the widow and children, will not exceed the amounts which 
would be paid to them under the Social Security Act if the deceased 
person had died fully and currently insured with an average monthly 
wage of $160. Under the Social Security Act at present, the maxi- 
mum amount which can be paid to a widow and children where the 
deceased person’s average monthly wage equals $160, is $128 per 
month. 

Section 203.—This section provides for payments of dependency 
and indemnity compensation to children. 

Subsection (a) provides that whenever there is no widow, children 
shall receive dependency and indemnity compensation at the rate of 
$70 for 1 child; $100 for 2; $130 for 3; and $25 additional for each 
child in excess of 3. 

Subsection (b) provides that dependency and indemnity compensa- 
tion paid by reason of this section shall be paid in equal shares. 

Section 204.-—This section provides for supplemental payments of 
dependency and indemnity compensation to children, to take care 
of certain situations which may arise because of the termination of 
social-security payments to a child who attains age 18. 

Subsection (a) provides that an orphan child who attains age 18, 
and has become permanently incapable of self-support, shall receive a 
supplemental payment of $25 per month, in addition to any other pay- 
ments to which such child is entitled. 

Subsection (b) provides that where there is a widow, and a helpless 
child who has attained the age of 18, dependency and indemnity com- 
pensation in the amount of $70 per month shall be paid to or for such 
child. This payment will continue so long as the widow is entitled 
to dependency and indemnity compensation in her own right. When 
there is no such widow, the child’s payment under this subsection will 
terminate, but will be picked up under section 203 and under 
section 204 (a). 

Subsection (ce) provides that where there is a widow entitled to 
dependency and indemnity compensation, and a child attains the age 
of 18, and is attending school, a supplemental payment will be made 
to that child (to compensate for his loss of social security) in the 
amount of $35. This payment will continue until the child leaves 
school, attains the age of 21, or until the widow’s entitlement termi- 
nates, whichever first occurs. If the widow’s entitlement terminates, 
the child will then be entitled to benefits under section 203. 

Section 205.—This section provides for payments of dependency and 
indemnity compensation to varents 
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The committee feels that the income limitations prescribed in the 
tables set forth in this section provide a reasonable test to be used in 
determining whether dependency of a parent exists. Payments pro- 
vided for dependent parents will in all cases be geared to their annual 
income, and as annual income increases, payments under this title will 
decrease. The committee feels that the Government’s obligation to 
dependent parents of deceased servicemen is to provide a sufficient 
level of benefits which, when combined with their annual income, will 
afford a reasonable standard of maintenance. 

Subsection (a) of this section specifies that all payments to parents 
under this title shall be those prescribed under this section. 

Subsection (b) provides the rates of dependency and indemnity 
compensation where there is only one parent. 

Subsection (c) provides rates of dependency and indemnity com- 
pensation where there are two parents who are not living together. 
These rates are exactly one-half of the rates prescribed for two parents 
living together. 

Subsection (d) provides rates of dependency and indemnity com- 
pensation for parents living together, and for remarried parents. 

Subsection (e) provides for the filing of annual income statements 
by dependent parents. 

Subsection (f) provides for administrative recovery of overpayments 
made to parents under this section. 

Subsection (g) provides that all payments, with five exceptions, 
received by parents shall be considered as “income.” These excep- 
tions are-— 

(1) payment of the 6-month death gratuity; 

(2) charitable donations to the parents; 

(3) payments of dependency and indemnity compensation 
under this title; 

(4) payments of death compensation under other Veterans’ 
Administration laws; and 

(5) amounts spent by parents for unusual medical expenses. 

Section 206.—This section provides for payments of dependency 
and indemnity compensation in the case of deaths occurring prior to 
January 1, 1956. 

Subsection (a) provides that any person who on or after December 
31, 1955, is eligible for death compensation under other Veterans’ 
Administration laws by reason of a death occurring before that date 
may receive dependency and indemnity compensation under this title. 
A few widows and children today are entitled to death compensation 
although the deceased veterans (principally Spanish-American War 
veterans) were dishonorably discharged. ‘Therefore, paragraph (1) of 
this subsection provides that payments under this title may be made 
to persons on the rolls without regard to the character of discharge. 
Paragraph (2) of this subsection provides that parents who apply 
under this section must meet the income limitations established by 
this bill. Both paragraphs of this subsection provide that if existing 
criteria are liberalized in the future sé that additional persons may 
receive death compensation under Veterans’ Administration laws by 
reason of deaths occurring before January 1, 1956, such persons may 
receive benefits under the bill. 

_ Subsection (b) provides that where benefits are granted under this 
title in cases of prior deaths, no payments shall be made by reason 





: 
: 
: 


36 BENEFITS FOR SURVIVORS OF SERVICEMEN AND VETERANS 


of such deaths to the beneficiary concerned under other Veterans’ 
ee laws or under the Federal Employees’ Compensation 
ct. 

Under paragraph (1) of this subsection, an election by a widow 
is binding upon the children of the deceased person, and paragraph 
(2) provides that an election by a child or a parent terminates his 
entitlement to benefits under such other laws. 

Subsection (c) provides that where there is more than one child 
eligible for benefits by reason of this section, and all such children do 
not elect to receive such benefits, benefits under this title shall be paid 
to the children who do apply in the amounts they would receive if all 
such children had applied, and benefits under other laws shall be paid 
as if no application had been made under this title. The committee 
understands that, because of existing interpretations of other laws, 
the operation of this provision will be limited to children on the rolls, 
and that where there is a child who is not on the rolls, and who does 
not make an application for benefits under this title or for other bene- 
fits by reason of the death of his parent, such child shall not be taken 
into account in determining the amounts due to other children under 
this title and under other laws. 

Subsection (d) provides with respect to parents that an application 
by one shall provide him only with the benefits he would have received 
if both parents had applied, and benefits to the other parent shall not 
exceed those which would be payable if no application under this title 
had been made. 

Subsection (e) prohibits payments under this section to beneficiaries 
who are in receipt of payments under the Servicemen’s Indemnity Act 
of 1951. Such beneficiaries may receive the new benefits when their 
entitlement to servicemen’s indemnity payments ceases, whether by 
lapse of time or by their renunciation of their right to continue to 
receive such payments. The second sentence of paragraph(1) of this 
section prohibits payments to any beneficiary who has assigned his 
interest in servicemen’s indemnity after the date the provisions of this 
bill first became public knowledge. No payments shall be made to 
any such beneficiary so long as the portion of indemnity he assigned is 
payable to any person. This provision is necessary in order to pre- 
vent beneficiaries from becoming eligible for the new and more gen- 
erous rates of compensation by assigning their interest in servicemen’s 
indemnity to another close relative of the deceased person. 

Paragraph (2) of this subsection provides that where a beneficiary 
may not receive payments under the Servicemen’s Indemnity Act of 
1951 by reason of the first sentence of paragraph (1), no other person 
may receive such payments. 

Paragraph (3) provides that where a child is eligible for dependency 
and indemnity compensation and payments of servicemen’s indemnity, 
he shall receive the greater amount, whether or not he is in the custody 
of the widow. ‘This provision is necessary to protect children, since 
they may become eligible for dependency and indemnity compensation 
by reason of the election of the widow to take the new benefits. 

Section 207.—This section provides that the Veterans’ Administra- 
tion shall use the same standards for determining service-connection 
of deaths entitling beneficiaries to dependency and indemnity com- 
pensation as it uses in determining service-connection of disabilities 
for purposes of payment of disability compensation. 
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Section 208.—This section provides that no payments of death 
compensation or death pension shall be made under any other law 
administered by the Veterans’ Administration to any person eligible for 
benefits under this title by reason of a death occurring on or after 
January 1, 1956. The section also provides that no payments shall 
be made under the Federal Employees’ Compensation Act by reason 
of any such death. This provision, coupled with section 501 (f) and 
sections 502 (5) and 502 (6) of the bill, will operate to prevent any 
payments being made under the Federal Employees’ Compensation 
Act to the survivors of any member of a reserve component of a 
uniformed service whose death occurs on or after January 1, 1956, and 
results from a service-connected cause. This section and sections 
501 (f) and 502 (5) and (6) do not, however, affect the FECA benefits 
payable in the case of disabilities or deaths suffered by temporary 
members of the Coast Guard Reserve and members of the Coast 
Guard Auxiliary, or deaths suffered by former members of the 
Women’s Army Auxiliary Corps. 

These sections do not affect the eligibility of any person to receive 
Veterans’ Administration or Federal Employees’ Compensation Act 
benefits by reason of deaths occurring prior to January 1, 1956. 

Section 209.—This section contains administrative provisions. 

Subsection (a) provides that the general administrative provisions, 
provisions relating to definitions of terms, and other reculatory provi- 
sions provided in the Veterans’ Administration disability and death 
is pa laws shall apply in the administration of title II of the 

ill. 

Subsection (b) establishes an effective date for awards of dependency 
and indemnity compensation to persons who are on the rolls and elect 
under section 206 of the bill to receive the new benefits. It will take 
some time for these persons to become aware of the new program, and 
will take some time for them to decide whether to elect the new rates. 
To provide ample time for such persons, the committee has provided 
that applications for the new benefits made by such persons on or 
before July 1, 1956, shall become effective as of January 1, 1956, but 
that applications made after July 1, 1956, shall become effective as of 
the date they are filed. If, however, an application is filed within 1 
year after the date of the death entitling a beneliciary to benefits, 
venefits are paid under existing law retroactively to the date of death. 
The committee intends that this subsection shall make no change in 
this practice with respect to deaths occurring before the effective date 
of the bill; but if an application is filed by reason of a death occurring 
before January 1, 1956, and is filed within 1 year after the date of 
death and the person filing the claim elects to receive the benefits of 
the bill, benefits under the bill shall be paid only from January 1, 1956, 
and benefits under other laws shall be paid under them through 
December 31, 1955. 

Subsection (ce) provides the same requirements for character of 

discharges as is presently required for other Veterans’ Administration 
benefits. 
_ Subsection (d) provides that a child in receipt of dependency and 
indemnity compensation by reason of the death of one parent may 
not receive i compensation or death compensation by reason of 
the death of another parent who is not a natural parent. 
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Subsection (e) provides the same “continuous cohabitation” require- 
ment and remarriage bar with respect to widows as is found in existing 
Veterans’ Administration laws today. 

Subsection (f) provides the same authority for the Administrator 
of Veterans’ Affairs to waive erroneous payments or overpayments 
made to beneficiaries as he has today under other Veterans’ Admin- 
istration laws. 

Section 210.—Section 210, making payments of dependency and 
indemnity compensation nonassignable, exempt from taxation and 
claims of creditors, and not subject to attachment or seizure, is identi- 
cal with existing provisions of law relating to death compensation and 
death pension payable under other Veterans’ Administration laws. 


TITLE WI—DEATH GRATUITY 


The death gratuity today, as in this title, is a gratuitous payment 
made upon the death of a member of a uniformed service, which is 
equal to 6 months’ pay of the deceased person. 

Existing law provides that immediate payment shall be made, but 
in practice delays of 6 to 8 weeks often occur between the date of 
death and the date payments of the death gratuity are made. 

The death gratuity is in the nature of an emergency payment, and is 
often urgently needed by the survivors of a deceased serviceman to tide 
them over during the period between the death of the serviceman and 
the time when they have returned to their homes. This payment 
also helps to cover immediate living expenses of survivors during the 

eriod required for the adjudication of their rights under other Federal 
obs. Unless the death gratuity is paid immediately, its principal 
purpose is defeated. Therefore the committee has attempted to 
streamline and accelerate the process of payment of the death gratuity 
insofar as this result can be accomplished through legislation. 

Section 301.—This section establishes the criteria for determining 
whether a death gratuity will be paid to survivors of a deceased 
person; establishes the amount of such death gratuity; and establishes 
the survivors entitled thereto. 

Subsection (a) of this section provides generally that the death 
gratuity will be paid in all cases of deaths occurring on active duty, 
active duty for training, or inactive duty training. 

Existing law provides that for the death gratuity to be paid in the 
case of members of Regular components, death must not be the result 
of “willful misconduct.” In the case of members of reserve com- 
ponents and the National Guard, death must result from injury in- 
curred “‘in line of duty,’”’ and death from disease must occur both “‘in 
line of duty,’’ and during a period of service where the deceased person 
was under orders not specifying a period of 30 days or less. 

The committee feels that, since the “willful misconduct,” “line of 
duty,” and disease limitations, of necessity, require a process of adjudi- 
cation in each case, these requirements tend to cause delay in the pay- 
ment of the death gratuity to survivors. In the interest of speeding 
up this emergency payment, the committee has eliminated this phase 
of the adjudication process, and has provided that the only finding 
necessary to entitle survivors to the death gratuity is a finding that 
death has actually occurred on active duty, active duty for training, 
or on inactive duty training. 
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Subsection (a) provides for payment of the death gratuity in the 
ease of the death of a “member of a uniformed service,” as defined in 
section 102, while on “active duty,” “active duty for training,” or 
‘inactive duty training,” asso defined. This has the effect of covering 
an additional group of persons under the death gratuity provisions 
who are not so covered today. These persons are the following: 

(1) Members of the National Guard, and reservists, whose deaths 
are the result of disease, and occur (A) while they are performing 
active duty for training for periods of 30 days or less, or (B) while 
they are on inactive duty training. 

(2) Members of the ROTC, AFROTC, and NROTC whose deaths 
occur while they are on annual training duty for periods of 14 days 
or more; 

(3) Commissioned officers of the Regular or Reserve Corps of the 
Public Health Service whose deaths occur while they are not entitled 
to “full military benefits” or “limited military benefits.”’ 

(4) Persons provisionally accepted, or selected for induction, who 
die while en route to, or from, or at the place to which ordered. 

(5) Persons performing authorized travel to or from active duty or 
active duty for training; persons in a travel status under section 102 
(6) (B) of the bill; and persons covered until midnight of the date of 
discharge or release and during the time necessary to travel to their 
homes, under section 102 (12) of the bill. 

(6) All persons whose deaths are the result of ‘willful misconduct,” 
and all reservists and National Guardsmen whose deaths are not “in 
line of duty.” 

Subsection (b) of this section provides that the death gratuity shall 
equal 6 months’ basic pay, plus special and incentive pays reecived 
by the deceased person, but shall not be less than $800 nor more than 
$3,000. Except for the maximum and minimum provisions, this 
follows existing law. 

Subsection (c) lists the survivors eligible to receive the death 
gratuity. The permitted class of beneficiaries is more restricted than 
is provided in existing law, being confined to the widow, children, 
parents, and brothers and sisters. Existing law has been construed 
to provide for payment to any person having an “insurable interest’ 
in the life of the deceased person. 

Subsections (c) and (d) of this section provide that the death 
gratuity shall be paid only to living survivors, and shall be paid 
according to the priorities established in subsection (c). Since the 
gratuity is designed to care for the emergency needs of survivors, 
there is no reason for the gratuity to be paid to the estate of any 
person. 

Section 802.—This section provides that each Secretary of a military 
department shall. to the maximum extent feasible, delegate to com- 
manding officers of commands, installations, or districts, for further 
delegation where appropriate, the authority to determine the survivors 
entitled to the death gratuity, and provides that each such Secretary 
shall authorize the appropriate disbursing or certifying officers to make 
the payments to the survivors so determined (or certify payments due 
to them, in the case of the Coast Guard). It is the intention of the 
committee that this language should be interpreted and administered 
in such a way that when the family of a deceased member of a uni- 
formed service is residing on or near his permanent duty station, 








: 
; 
3 


40 BENEFITS FOR SURVIVORS OF SERVICEMEN AND VETERANS 


immediately upon notification to the commanding officer of that 
station of the death of the member, the local finance officer shall pay 
the death gratuity to the appropriate survivors. The committee sees 
no reason why payment in cases such as this should not be made in 
less than 24 hours after official notification of death. 

The committee realizes that there may, in a few cases, be adminis- 
trative complexities where survivors entitled to the death gratuity are 
living in different sections of the country. However, the committee 
feels that this problem can be handled appropriately by regulations, 
and believes that the decentralization of responsibility and authority 
in this area will greatly accelerate the making of these payments. 

Section 303.—This section provides death gratuity coverage for 120 
days after discharge or release from active duty, or active duty for 
training where the death results from a service-connected disability, 
As is the case with respect to deaths occurring on active duty, there is 
no “line of duty’ requirement for payments under this section; how- 
ever, the deceased person must have been discharged or released from 
the service under conditions other than dishonorable. 

Subsection (a) provides that the gratuity shall be paid by the Secre- 
tary concerned, after the Administrator of Veterans’ Affairs has deter- 
mined that the death was service-connected. Payments under this 
subsection shall be made in the same manner as payments under sec- 
tion 301, and to the same persons. 

Subsection (b) is intended to simplify the procedures which must 
be followed by claimants who are entitled to the death gratuity by 
reason of this section. It is the intention of the committee that 
where the Veterans’ Administration receives a claim for dependency 
and indemnity compensation, and it appears that the death gratuity 
may be payable by reason of this section, the Administrator shall 
certify that fact to the Secretary concerned who shall then make all 
determinations as to entitlement except determinations as to service 
connection. There will undoubtedly be many cases where survivors 
will be eligible for the death gratuity by reason of this section but 
will not apply to the Veterans’ Administration for dependency and 
indemnity compensation. In such cases, the Secretary concerned will 
request that the Administrator determine service connection. 

Subsection (c) provides that determinations made by the Veterans’ 
Administration under this section shall be made in exactly the same 
manner as determinations made under title II of the bill but as 
indicated above, line of duty is not to be a factor. 

Subsection (d) provides that the deceased person will be deemed 
to have been entitled to basic pay at the time of his death. 

Subsection (e) provides that the deceased person must have been 
discharged or released under conditions other than dishonorable. 

Section 804.—This section contains administrative provisions. 
Subsection (a) provides that the death gratuity shall not be paid if 
the deceased person was executed for a crime, unless the execution was 
performed by an enemy of the United States, or by a hostile force 
with which the Armed Forces of the United States have engaged in 
armed conflict. 

Subsection (b) provides that certifying or disbursing officers shall 
not be liable for erroneous payments made under this title to a woman 
as a “spouse” or to a person as a “child” in the absence of fraud, 
gross negligence, or criminality. The intent of the committee in 
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placing this provision in the bill is to expedite payments of the death 
gratuity in cases where it is reasonably apparent that survivors are 
entitled to the death gratuity but, because of lack of formal proof, 
certifying or disbursing officers might (but for this subsection) be 
reluctant to make payments until such formal proof is provided. 

Subsection (c) provides for waiver of recovery of payments when 
such recovery would be against good conscience. The committee 
believes that, with the new streamlined procedure established by this 
bill for payment of the death gratuity, it is possible that erroneous 
payments may occasionally be made. This subsection allows waiver 
of recovery of such payments where the person receiving them is 
without fault, and where hardship might result otherwise. 

Subsection (d) specifies the source of funds for payment of the death 
gratuity. 

Subsection (e) provides for two situations. Where a reservist 
performing inactive-duty training without pay is killed, he will be 
deemed to have been entitled to basic pay at the time of death. 

The second sentence of this subsection is designed to insure that 
payments of the death gratuity will continue to be made in cases 
where persons who suffer disability while on short tours of duty, or 
on inactive-duty training, are hospitalized and, after their original 
orders (if any) have expired, die while so hospitalized. The practice 
of the services in the past has been to place such individuals at the 
time of their injury in a pay status, and retain them in a pay status 
while they are receiving necessary medical care. In the event of 
the death of such persons while in a pay status, the death gratuity is 
pavable today. ‘This sentence is intended to provide that the services 
will continue that practice. 

Subsection (f) of this section establishes criteria for determining 
the person who is the spouse of the deceased person for purposes of 
making payments under this title. 


TITLE IV—OLD-AGE AND SURVIVORS INSURANCE 


Title IV is divided into two parts. Part A (consisting of secs. 401 
through 413) contains amendments to title II of the Social Security 
Act as well as certain other provisions (including amendments to the 
Railroad Retirement Act of 1937 and the Civil Service Retirement 
Act of May 29, 1930) relating to the old-age and survivors insurance 
program. Part B (consisting of secs. 414 through 416) contains 
corresponding amendments to the Internal Revenue Code of 1954. 


PART A-—PROVISIONS RELATING TO TITLE Il OF THE SOCIAL SECURITY ACT 


Section 401.—This section amends section 209 of the Social Security 
Act (which defines “wages” for purposes of the old-age and survivors 
insurance program) so as to provide that, in the case of an individual 
performing service after December 1955 as a member of a uniformed 
service, only such individual’s basic pay (as described in sec. 102 (10) 
of the bill) will count as “‘wages”’ for purposes of computing the benefits 
to which he and his survivors may become entitled uncer that pro- 

ram. 
: Section 402.—This section amends section 210 of the Social Security 
Act (which defines “employment” and related terms for purposes of 
the old-age and survivors insurance program) so as to provide coverage 
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under that program, on a regular contributory basis, for service 
performed in any of the uniformed services. 

Subsection (a) of this section adds two new subsections, (m) and 
(n), at the end of section 210. Under the new subsection (m), except 
as provided in paragraph (4) thereof, service performed after December 
1955 by a member of a uniformed service on active duty (not including 
service performed while on leave without pay) will constitute covered 
employment for old-age and survivors insurance purposes. The term 
“active duty” (whic h includes active duty for training) is defined by 
reference to the definitions contained in section 102 of the bill. 

Paragraph (4) of the new subsection (m) provides, however, that if 
an individual has elected to use his service as a member of a uniformed 
service in the computation of any railroad retirement annuity to which 
he may be entitled, as permitted under section 2 (h) (1) of the Railroad 
Retirement Act of 1937 (which is added by sec. 411 (b) of the bill), 
such service may not be counted as ‘‘employment”’ for old-age and 
survivors insurance purposes. If the individual is already entitled to 
old-age insurance benefits when notification of his election is received, 
the Secretary will immediately reduce or terminate such benefits if 
required by reason of the elimination of such service from such 
individual’s wage record; but any payments already certified will 
remain valid. 

The new subsection (n) contains a definition of the term “member 
of a uniformed service” for old-age and survivors insurance purposes. 
This definition is the same as the corresponding definition (contained 
in sec. 102 (2) of the bill) for purposes of dependency and indemnity 
compensation payable by the Veterans’ Administration. 

Subsection (b) of this section amends section 205 (p) (1) of the 
Social Security Act so as to make it clear that the basic determinations 
with respect to employment and wages in the case of members of the 
uniformed services will be made by the Secretaries concerned, and 
will be accepted as final and conclusive by the Secretary of Health, 
Education, and Welfare for old-age and survivors insurance purposes. 

Section 403.—This section amends section 202 (i) of the Social 
Security Act, which provides for the payment of a lump-sum death 
payment to the widow (or other person paying the burial expenses) 
upon the death of an insured individual. Section 202 (i) presently 
requires that application for such payment be made within 2 years 
after the death of the insured individual; except that where a service- 
man dies overseas prior to a specified date, and he is returned to the 
United States for interment or reinterment, the application may be 
filed at any time within 2 years after such interment or reinterment. 
The effect of the amendment made by section 403 of the bill is to 
continue this provision, extending the period during which application 
for the lump-sum death payment may be filed in the case of service- 
men who are returned to the United States for interment or reinter- 
ment, on a permanent basis for members of the uniformed services 
who die overseas after December 1955, 

Section 404.—This section amends section 217 of the Social Security 
Act, which affords a gratuitous wage credit of $160 a month for active 
military or naval service performed during and after World War II. 

Subsection (a) of this section amends section 217 (e) of the Social 
Security Act, which affords the gratuitous wage credit for service 
after the end of World War II. Section 217 (e) (1) (B) presently pro- 
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vides that the credit for any such service may not be counted for 
old-age and survivors insurance purposes if a benefit is payable under 
any other Federal law or retirement system (other than by the 
Veterans’ Administration) on the basis of the same service. Under 
the amendment made by subsection (a), no gratuitous wage credits 
would be afforded after December 1955; however, a member of a 
uniformed service who is still in the active service after 1955 will be 
permitted to count his active military or naval service after 1950 for 
old-age and survivors insurance purposes, notwithstanding section 
217 (e) (1) (B), if his only other Federal retirement benefits which 
are besed on such service are payable by one of the uniformed services. 

Subsection (b) of this section amends section 217 of the Social 
Security Act by adding at the end thereof a new subsection (f). 
The new subsection (f) would provide that where the widow or child 
of a former serviceman is entitled under the Civil Service Retirement 
Act of May 29, 1930, to a survivor’s annuity in the computation of 
which such serviceman’s military or naval service (performed after 
September 15, 1940, and before January 1, 1956) was included, such 
widow or child may elect, by irrevocably waiving his or her right to 
the annuity, to have such military or naval service included after 
December 1955 in the computation of a monthly survivors benefit 
under title II of the Social Security Act, notwithstanding section 217 
(a) (1) (B) or 217 (e) (1) (B) of that act. 

Subsection (c) of this section would permit a widow or child who 
waives his or her right to a survivor’s annuity under the Civil Service 
Retirement Act (as permitted under the amendment made by subsec. 
(b)) in order to use the serviceman’s military or naval service in the 
computation of a monthly survivors benefit under title II of the Social 
Security Act, and who already is entitled to such a benefit by reason 
of the serviceman’s other employment or self-employment, to obtain a 
recomputation of the serviceman’s primary insurance amount so as 
to reflect in the amount of the benefit the inclusion of such service. 

It should be noted that any service as a member of a uniformed 
service performed (on a contributory basis) after December 1955 may 
be used both for old-age and survivors insurance purposes and in the 
computation of benefits under another Federal retirement system, 
except in the case of civil-service survivor annuitants as provided in 
section 412 of the bill. 

Section 405.—This section amends section 214 of the Social Security 
Act, which defines insured status for old-age and survivors insurance 
purposes, Under title Il of such act, an individual must be fully 
insured or currently insured (or both) i in order to qualify for benefits. 
The amendment made by this section of the bill would provide that 
an individual is automatically deemed to be both fully and currently 
insured, regardless of his actual status under the other provisions of 
title II of the Social Sec urity Act, if he dies after December 1955 
(1) while on active-duty or inactive-duty training as a member of a 
uniformed service, or (2) as a result of a service-connected disease or 
injury which the Veterans’ Administration determines to have been 
incurred or aggravated in line of duty after September 15, 1940, 
provided he was discharged or released from the service under condi- 
tions other than dishonorable. The primary insurance amount of any 
such individual would be at least $30 (the minimum provided under 
sec. 215 of the Social Security Act), and his survivors would be 
entitled at least to benefits computed on the basis of that amount. 
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Section 406.—This section amends section 216 (i) of the Social 
Security Act, which contains the basic provisions relating to the so- 
called disability freeze. Under the present section 216 (i), an individ- 
ual with a permanent and total disability may upon application have 
his wage record frozen during the period of his disability, so that his 
inability to work during such period will not result in termination of 
his right to insurance benefits or reduce the amount of such benefits, 
but only if he qualifies by reason of having performed substantial 
amounts of covered employment prior to filing such application. 

The amendments made by section 406 of the bill would provide 
that where the disability is service-connected (as determined by the 
Veterans’ Administration) the individual need not have performed 
any such employment in order to qualify for the freeze (although he 
would still have to satisfy all the other requirements of existing law) 
if he files his application for a disability determination while under 
the disability and either within 3 years after his discharge or release 
or within 3 years after the disability began. Where the individual 
qualifies for the freeze solely by reason of these amendments, his 
period of disability (as defined in sec. 216 (i) (2) of the Social Security 
Act) may not begin until he is discharged or released from the service, 
regardless of when his application is filed, and the freeze would only 
affect benefits payable after December 1955. The term “service- 
connected” is defined separately for individuals discharged or released 
from the service after December 1955 and for those discharged or 
released prior to January 1956. 

Section 407.—This section provides that an individual who died 
before January 1956, while serving as a member of a uniformed serv- 
ice after September 15, 1940, or as the result of a disease or injury 
which was incurred or aggravated in line of duty after that date (if 
he was discharged or released from the service under conditions other 
than dishonorable), and who did not die an insured individual under 
title II of the Social Security Act (or by reason of sec. 109 of the 
Social Security Amendments of 1954), shall be deemed to be an in- 
sured individual for purposes of the monthly survivors benefits which 
were payable under title II of such act as it existed at the time of his 
death. The monthly survivors benefits payable by reason of this sec- 
tion would, however, be payable only for months after December 
1955, and would be limited in amount to the minimum level of bene- 
fits presently provided under title II of such act. An additional 
2 years is allowed for filing proof of support in cases where such proof 
is required in order to qualify for such benefits. 

Section 408.—This section, which amends section 217 of the Social 
Security Act, authorizes appropriations to reimburse the Federal 
old-age and survivors insurance trust fund for the actual cost to it of 
the gratuitous (tax-free) wage credits provided by such section 217 
for active military or naval service performed after September 15, 1940 
(and prior to January 1, 1956), The amount of such reimbursement 
would be computed on the ‘‘excess cost’’ basis, and would include the 
full cost of the old-age and survivors insurance benefits payable in 
cases where the beneficiary’s basic entitlement dep ends on such service 
as well as the additional cost of such benefits in cases where some 
benefits (though smaller in amount) would be payable without such 
service. The ys sum required to reimburse the trust fund for the 
additional cost of all such benefits paid before July 1955 would be 
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determined by the Secretary of Health, Education, and Welfare, and 
would be repaid to such fund (with interest) by annual appropriations 
over a 10-year period; and the amount required to reimburse the fund 
for the additional cost each year of such benefits paid after June 1955 
would be repaid to the fund by annual appropriations on a current 
basis. 

Section 409.—Subsection (a) of this section amends section 201 of 
the Social Security Act so as to authorize annual appropriations, on a 
current basis, to reimburse the Federal old-age and survivors insurance 
trust fund for the actual additional cost to it of section 214 (c) of 
that act (which is added by sec. 405 of the bill and provides automatic 
entitlement to benefits for the survivors of certain otherwise uninsured 
individuals who die after December 1955) and of the amendments to 
section 216 (i) of that act made by section 406 of the bill (which extend 
the benefits of the “‘disability freeze’ to certain otherwise unqualified 
individuals), 

Subsection (b) of this section authorizes annual appropriations, on 
a current basis, to reimburse such fund for the actual additional cost 
to it of section 407 of the bill (which provides automatic entitlement 
to benefits for the survivors of certain otherwise uninsured individuals 
who died before January 1956). 

Section 410.—This section adds a new subsection (0) to section 202 
of the Social Security Act. The new subsection (0) makes it clear 
that, in the case of monthly survivors benefits payable under such 
section 202 to a widow, child, or parent of a deceased individual who 
was a member of a uniformed service, the requirement that an applica- 
tion for such benefits be filed will be satisfied if such widow, child, or 

arent files an application for such benefits with the Administrator of 
ae Affairs on the application form prescribed under section 503 
of the bill. 

Section 411.—This section contains amendments to the Railroad 
Retirement Act of 1937. These amendments, which take into account 
the existing interrelation between the railroad retirement system and 
the old-age and survivors insurance system, are designed to continue 
the present policy of affording substantially the same treatment under 
both systems with respect to the performance by workers of military 
or naval service. In the light of that policy, these amendments are 
necessitated by the preceding sections of title IV of the bill which pro- 
vide that service after 1955 in the uniformed services will constitute 
covered employment for purposes of the old-age and survivors insur- 
ance system. 

Subsection (a) of this section amends section 4 of the Railroad Re- 
tirement Act, which presently provides that a railroad worker’s mili- 
tary service in a war-service period will be included in his “years of 
service’ (at a presumed compensation rate of $160 a month) for pur- 
poses of determining eligibility for an annuity and computing the 
amount thereof. These gratuitous credits for military service would 
be terminated at the end of 1955 under this amendment, which pro- 
vides that section 4 of such act will apply only to military service 
rendered prior to January 1, 1956. It should be noted that the cor- 
responding gratuitous wage credit provided with respect to military 
or naval service under section 217 of the Social Security Act will also 
expire at the end of 1955. 

Subsection (b) of this section amends section 2 of the Railroad 
Retirement Act so as to provide a method whereby applicants for 
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railroad retirement and disability annuities may elect to use their 
service in the uniformed services performed after 1955 (which other- 
wise would constitute employment under the old-age and survivors 
insurance system) in determining their eligibility for, and computing 
the amounts of, such annuities, instead of counting such service as 
employment under title Il of the Social Security Act. The full 
amount of the wages paid for such service (up to $4,200 in any calendar 
year) would be counted as railroad compensation under such an 
election and distributed among all of the individuai’s months of 
service in that year, notwithstanding the monthly limitation of $350 
which is otherwise applicable to railroad employment, but the treat- 
ment of such wages as “compensation” may not increase the individ- 
ual’s total railroad compensation to more than $4,200 in any calendar 
year. Such election, which is irrevocable, must be made at the time 
the individual first applies for an annuity. No such election may be 
made with respect to any period of service in the uniformed services 
unless the individual was in railroad employment at some time during 
the 1- or 2-year period immediately prior to the beginning of such 
service, or during the 1- or 2-year period immediately prior to the 
beginning of any military service performed by him before 1956 if such 
service was creditable under section 4 and he continues in such service 
after 1955. Provision is made to insure that, where the individual is 
already receiving old-age insurance benefits under title II of the 
Social Security Act at the time he applies for the railroad annuity and 
makes the election, such service will not be used for railroad retire- 
ment purposes until it has been eliminated from the individual’s wage 
record under such title I], so that it cannot be used in the computation 
of both benefits for the same month. 

Subsection (b) of this section also authorizes annual appropriations 
to reimburse the railroad retirement account for the additional cost to 
it resulting from the crediting of military service toward railroad 
annuties pursuant to such elections and from the inclusion of such 
service (for survivor-annuity purposes) in determining “current 
connection with the railroad industry,” reduced by any amounts 
credited to the railroad retirement account with respect to such 
service under the financial interchange provisions of the Railroad 
Retirement Act. 

Subsection (c) of this section amends section 1 (0) of the Railroad 
Retirement Act to provide that, for survivor annuity purposes only, 
service as a member of a uniformed service after 1955 will be treated 
as railroad employment in determining whether an individual has a 
“current connection with the railroad industry” if the individual was 
in railroad employment for a sufficient time before the period of such 
service to have qualified for an election under section 2 (h) (1) if 
he had not died. Eligibility for survivor annuities under that act 
depends on the existence of such a current connection, and this 
amendment protects the railroad worker’s survivors during his mill- 
tary service in substantially the same way as they are protected 
under the gratuitous credit provisions of existing law. In the case 
of a retirement or disability annuity, such service can be used to 
confer a “current connection with the railroad industry” only if the 
applicant makes the election provided for under the amendment 
made by subsection (b). 
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Subsections (d), (e), and (f) of this section make technical and con- 
forming amendments to the Railroad Retirement Act. 

Section 412.—This section amends section 5 of the Civil Service 
Retirement Act of May 29, 1930, so as to provide that the widow 
or child of an individual who performed service in the uniformed 
services after 1955 may not use such service for civil service survivor 
annuity purposes if he or she is entitled (or would upon proper appli- 
cation be entitled) to any monthly survivor benefits under section 202 
of the Social Security Act. If the widow is without minor children 
and will become entitled to such benefits only upon attaining age 65 
at a later time, such service may. however, be included in the compu- 
tation of her civil service survivor annuity until that time. 

Section 413.—This section makes it clear that, in cases where an 
individual’s insured status or eligibility for the “disability freeze” 
depends (under the provisions of the bill) upon the existence of a 
service-incurred or service-aggravated disease or injury, the deter- 
mination of the service connection will be made by the Administrator 
of Veterans’ Affairs upon the request of the Secretary of Health, 
Education, and Welfare. 


PART B-—-AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954 


Section 414.—This section amends section 3121 (i) of the Internal 
Revenue Code of 1954 to provide that, in the case of an individual 
performing service after December 1955 as a member of a uniformed 
service, only such individual’s basie pay (as described in sec. 102 (10) 
of the bill), up to a maximum of $4,200 in any calendar year, will count 
as “wages” for purposes of tax under the Federal Insurance Contribu- 
tions Act. This amendment corresponds to the amendment made by 
section 401 of the bill to section 209 of the Social Security Act. 

Section 415.—Subsection (a) of this section amends section 3121 of 
the Internal Revenue Code of 1954 by adding two new subsections, 
(m) and (n), at the end thereof. Under the new subsection (m), 
service performed after December 1955 by a member of a uniformed 
service on active duty (not including service performed while on leave 
without pay) will constitute “employment” for purposes of the Fed- 
eral Insurance Contributions Act. The term “active duty” (which 
includes active duty for training) is defined by reference to the defini- 
tions contained in section 102 of the bill. The new subsection (n) 
contains a definition of the term ‘‘member of a uniformed service’’ for 
purposes of the Federal Insurance Contributions Act; this definition 
is the same as the corresponding definition (contained in sec. 102 (2) 
of the bill) for purposes of dependency and indemnity compensation 
payable by the Veterans’ Administration. The amendment made by 
subsection (a) of this section of the bill corresponds generally to the 
amendment made by section 402 (a) of the bill to section 210 of the 
Social Security Act. 

Subsection (b) of this section amends section 3122 of the Internal 
Revenue Code of 1954 so as to make it clear that the basic determina- 
tions with respect to employment and wages in the case of members 
of the uniformed services will be made by the Secretaries concerned, 
and will be accepted as final and conclusive by the Secretary of the 
Treasury for purposes of the Federal Insurance Contributions Act. 
This amendment corresponds to the amendment made by section 
402 (b) of the bill to section 205 (p) (1) of the Social Security Act. 


74009°—-57 H. Rept., 84-1, vol. 392 





d 
: 
: 
3 
t 


48 BENEFITS FOR SURVIVORS OF SERVICEMEN AND VETERANS 


Subsection (c) of this section amends section 3122 of the Internal 
Revenue Code of 1954 so as to make it clear that payments of the 
employer’s tax under the Federal Insurance Contributions Act, with 
respect to service performed by members of the uniformed services 
after December 1955, will be made from appropriations available for 
the pay of such members. 

Section 416—This section amends section 6051 (b) of the Internal 
Revenue Code of 1954, which provides a special rule with respect to the 
information to be contained on employees’ tax receipts in the case of 
compensation paid for service in the Armed Forces, so as to reflect 
the coverage of the uniformed services under the old-age and survivors’ 
insurance system pursuant to the preceding provisions of the bill. 


TITLE V--AMENDMENTS AND REPEALS 


Section 501 of this title contains 15 subsections making specific 
amendments to existing laws. 

Subsection (a).—Subsection (a) amends the National Service Life 
Insurance Act of 1940 in four respects. Paragraph (1) of this subsec- 
tion amends the last sentence of section 620 of that act so as to provide 
that the insurance which is granted to disabled veterans of service on 
or after June 27, 1950, will be similarly granted to all disabled persons 
eranted dependency and indemnity compensation coverage by the 
bill. Under this amendment, every person who can today obtain 
this disability insurance will retain the rights he has today, and the 
new groups first given survivor protection by the bill will also have 
the right to obtain this insurance. 

Paragraph (2) of this subsection adds a new subsection (c) to section 
621 of the National Service Life Insurance Act of 1940. The new 
subsection (c) will terminate the right of nondisabled individuals to 
obtain national service life insurance when they are discharged or 
released on or after January 1, 1956. 

Subparagraph (A) of paragraph (3) of this subsection designates 
the existing section 622 of the National Service Life Insurance Act of 
1940 as subsection (a), and adds a new subsection (b) at the end of 
such section. ‘The new subsection (b) provides that no application 
for waiver of premiums under such section 622 made on or after 
January 1, 1956, shall be of any effect. 

There are over 800,000 outstanding policies of national service life 
insurance held by individuals in the Armed Forces under waiver of 
premiums. The committee has made no change in existing law with 
respect to the policies held under waiver by these individuals, except 
insofar as such individuals can no longer apply for waiver of premiums 
upon a reenlistment. 

Individuals having their policies under waiver may keep their 
policies under waiver of premiums; however, in any such case, if such 
an individual dies from a service-connected cause on or after May 1, 
1956, having his policy under waiver, his survivors will not receive the 
survivor protection provided by title II of this bill, but will receive 
death compensation from the Veterans’ Administration under the 
laws in effect on December 31, 1955, or as thereafter amended. 
Although subsection (s) of this section 501 provides that deaths on 
or after January 1, 1956, shall not give entitlement to such benefits, 
this subparagraph (B) makes a limited exception to the amendment 
made by that subsection. 
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By providing that deaths occurring before May 1, 1956, shall not 
preclude survivors from obtaining the new rates provided by the bill, 
the committee has given individuals in the service 120 days after the 
effective date of the bill to decide (1) whether they wish to receive the 
new survivor protection coverage provided by the bill, or (2) whether 
they wish to retain their policies under waiver of premiums, and pro- 
vide their survivors with existing rates of VA death compensation in 
case their deaths occur on or after May 1, 1956. 

It should be noted that outstanding waivers can be canceled at 
any time, either before or after May 1, 1956, and thereby provide 
survivors protection under the bill. The test is not the date of can- 
cellation of the waiver, but rather is whether the policy is under waiver 
at the time of death. 

Paragraph (4) of this subsection makes no change in existing law. 
Section 5 of the Servicemen’s Indemnity Act of 1951 provides today 
that certain insurance on a permanent plan which has been sur- 
rendered for cash, and certain term insurance which has expired, 
may be reinstated under certain conditions. Since the Servicemen’s 
Indemnity Act of 1951 is to be repealed by the bill, it is necessary 
to provide for the preservation of these rights. The new section 623 
which this paragraph adds to the National Service Life Insurance 
net of 1940 so preserves these rights, neither increasing nor decreasing 
them. 

Subsection (b).—Subsection (b) of this section 501 relates to the 
protection granted to commissioned officers of the Regular and Re- 
serve Corps of the Public Health Service, Paragraph (1) revises 
section 212 of the Public Health Service Act. That section 212 today 
specifies the circumstances under which commissioned officers of the 
Service may obtain “full military benefits” or “limited military bene- 
fits.’ The proposed new subsection (d) of such section 212 grants 
coverage to these officers under laws administered by the Veterans’ 
Administration for all service performed in the Service, thereby elimi- 
nating the distinction between “full” and “limited” military benefits 
for these officers. Hereafter, all service performed by such officers 
under the circumstances listed in paragraph (1), (2), or (3) of the 

ropeere, new subsection (a) will grant such officers “full military 
enefits. 

The proposed new subsection (a) of section 212 is a revision and 
codification of the existing subsections (a) and (b), eliminating all 
references to expired or obsolete laws, and taking into account the 
fact that there is to be no longer a distinction between “full” and 
“limited” military benefits. 

The proposed new subsection (b) is identical with the existing sub- 
section (d) of such section 212. 

The proposed new subsection (c) provides that references in other 
laws to other officers or departments shall, insofar as such laws apply 
to the Service by reason of subsection (a), be deemed to refer to the 
Surgeon General. This subsection is substantially similar to the exist- 
ing subsection (c) of such section 212. 

he proposed new subsection (d), as mentioned above, grants these 
officers coverage under all laws administered by the Veterans’ Ad- 
ministration, and grants them gratuitous wage credits under the 
Social Security Act for certain past service. 
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Paragraph (2) of this subsection specifies the applicability of the 
amendments made by paragraph (1). Clause (A) provides that the 
amendment shall take effect as of July 4, 1952, thereby granting these 
officers continuous coverage under Veterans’ Administration laws and 
gratuitous wage credits under title IT of the Social Security Act from 
and after July 29, 1945. All officers of the Public Health Service had 
such coverage from July 29, 1945, to July 3, 1952, during which period 
the Service was a military service, pursuant to Executive order. This 
clause (A) provides that there shall be no gap in their coverage during 
the period beginning July 4, 1952, and ending January 1, 1956. 

Clause (B) of this paragraph provides that the amendment made by 
paragraph (1) shall not affect the entitlement of any person to benefits 
under the so-called Korean GI bill. Certain officers of the Service 
were granted educational rights under that bill; others were not. 
Clause (B) provides that there shall be no change in anyone's status 
under the Korean GI bill because of such amendment. 

Clause (C) of this paragraph provides that there shall be no lump- 
sum payments made under the Social Security Act, or burial allow- 
ances paid under the Veterans Regulations, for deaths of officers of 
the Service occurring prior to January 1, 1956, unless such payments 
were otherwise authorized by law. 

Clause (D) of this paragraph provides that where payments to 
any individual may be made because of the amendment made by 
paragraph (1), such payments shall be made prospectively only. 

Paragraph (3) of this subsection provides that where a commis- 
sioned officer of the Service, or of the Coast and Geodetic Survey, has 
died prior to January 1, 1956, or has attained retirement age for 
Social Security Act purposes, and the coverage granted to such officer 
under the amendment made by this subsection (or, in the case of 
Coast and Geodetic Survey officers, the amendment made by sub- 
section (d)) might operate to increase social security benefits payable, 
the Secretary of Health, Education, and Welfare shall upon applica- 
tion "ea the benefits payable to, or on account of, such indi- 
vidual. 

Subsection (c).—Subsection (ec) of this section 501 amends the Fed- 
eral Employees’ Group Life Insurance Act of 1954. Paragraph (1) 
of this subsection amends section 2 (b) of that act, by striking out 
the portion of that section which prohibits coverage of military per- 
sonnel under that act while they are on active duty and entitled to 
indemnity protection under the Servicemen’s Indemnity Act of 1951. 
The bill will repeal the Servicemen’s Indemnity Act of 1951; therefore, 
technical changes are necessary in this section in order to continue to 
carry out the congressional intent expressed in the original enactment 
of the Federal Employees’ Group Life Insurance Act of 1954 with 
respect to coverage of military personnel. The first change involves 
the amendment referred to above; the second change is made by the 
second amendment made by this paragraph, which adds a new sub- 
section (c) to section 2 of that act. The first portion of this new 
subsection (ec) provides that no member of a uniformed service may 
obtain insurance by reason of his status as such a member. ‘This 
represents existing law. 

A problem has arisen under that act as it exists today, in that 
coverage under the Group Life Insurance Act extends for 31 days 
after an individual leaves Federal employment. When an individual 
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(1) leaves his Federal employment to serve on active duty with the 
Armed Forces, or (2), while a Federal employee, serves on active duty 
for training for a short period, or (3), while a Federal employee, serves 
on inactive-duty training performing aerial flights, he is covered by 
the Servicemen’s Indemnity Act. It has been held that the life 
insurance (but not accidental death or dismemberment) coverage 
of such an individual under the Federal Employees’ Group Life Insur- 
ance Act continues during the first 31 days of his service on active 
duty or active duty for training. 

The committee has attempted to make no change in existing law 
in this regard, and has provided in the remaining portion of the first 
sentence of the proposed new subsection (c) that life insurance cover- 
age only will continue during the first 31 days of a period of active 
duty or active duty for training; and life insurance, accidental death, 
and dismemberment coverage, will continue unchanged during all 
inactive duty training and during all periods in which the employee is 
on military laws with pay from his civilian job. 

Paragraph (2) of this subsection provides that the amendments 
made by paragraph (1) shall be prospective in application only. 

A problem arises under these amendments, in that commissioned 
officers of the Regular and Reserve Corps of the Public Health Service 
and of the Coast and Geodetic Survey have been granted insurance 
under the Federal Employees’ Group Life Insurance Act of 1954. 
These officers are granted new survivor benefits under the bill, and 
if they were to be allowed to keep their group life insurance (which is 
partially subsidized), would be placed ae, se in a favored position. 

The committee feels that the fairest way of handling this problem 
is to leave it to the individual officer concerned to decide whether he 
wants the new survivor protection granted by title II of the bill or 
whether he wants to keep his insurance. Therefore, this paragraph 
(2) provides that any officer who dies on or after May 1, 1956, having 
such insurance payable, shall not thereby provide protection for his 
survivors under title II of the bill. 

The date May 1, 1956, was chosen in order to give these officers 
ample time to decide which course of.action they desire to take to 
protect their survivors. As is the case with respect to cancellations 
of waiver of premiums on national service life insurance, his group 
insurance may be canceled at any time by the insured, and thereby 
provide survivors with benefits under title II, in case of a service- 
connected death. 

Subsection (d).—Subsection (d) of this section relates to the pro- 
tection to be given to survivors of commissioned officers of the Coast 
and Geodetic Survey. 

Paragraph (1) of this subsection amends the sentence in the act 
of May 22, 1917, which today authorizes payment of certain benefits 
for these officers and their survivors. These benefits are provided 
today only with respect to service while detailed for duty with the 
Armed Forces, and certain service outside the United States. The 
committee amendment will provide that all service performed by these 
officers, whether or not on detail for duty with the Armed Forces, and 
whether or not performed outside the United States, shall provide 
Veterans’ Administration benefits and social security coverage. 

Paragraph (2) of this subsection specifies the applicability of the 
amendments made by paragraph (1). Clause (A) provides that the 
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amendment shall take effect as of July 29, 1945. This puts the Coast 
and Geodetic Survey on a parity with the Public Health Service insofar 
as concerns benefits to be derived from service performed by com- 
missioned officers since that date. 

Clause (B) of this paragraph provides the same limitation with 
respect to the Coast and Geodetic Survey as was provided by clause 
(B) of paragraph (2) of subsection (b) for the Public Health Service. 
This clause provides that entitlement to benefits under the Korean GI 
bill is not to be affected by the amendment made by paragraph (1). 

Clause (C) contains the same limitation as is provided with respect 
to the Public Health Service, by providing that no lump-sum benefits 
under the Social Security Act or burial allowances from the Veterans’ 
Administration shall be paid with respect to deaths occurring prior 
to January 1, 1956. Clause (D) provides that no payments of benefits 
shall be made for any period prior to January 1, 1956, where entitle- 
ment thereto is provided by the amendment made by paragraph (1), 
This provision is the same as is made with respect to the Public Health 
Service by section 501 (b) (2) (D) of the bill. 

Subsection (e).—Subsection (e) of this section amends section 40 (b) 
of the Federal Employees’ Compensation Act so that that section will 
specifically provide that commissioned officers of the Public Health 
Service or Coast and Geodetic Survey shall not be entitled to any 
benefits under that act. This amendment takes effect on January 1, 
1956, and, when read in the light of section 208 of the bill (which pre- 
vents duplication of payments), means that no person shall be entitled 
to any benefits under the Federal Employees’ Compensation Act by 
reason of the death of any such commissioned officer occurring on or 
after January 1, 1956, regardless of when the disability causing death 
was incurred. With respect to such commissioned officers who today 
are entitled to benefits under that act by reason of their own dis- 
ability incurred prior to that date, section 504 (b) protects their 
entitlement to such benefits in their own right. Where a death 
occurred prior to January 1, 1956, the rights of the survivors of the 
deceased officer are not affected by the bill, unless they elect to receive 
dependency and indemnity compensation under title Hl. Such an 
election by a survivor will terminate his etigibility to receive FECA 
benefits by reason of the death of such officer. 

Subsection (f).—Subsection (f) of this section amends section 304 
of the Naval Reserve Act of 1938 (1) by designating that section as 
subsection (a); (2) by deleting all of the provisions of that section 
which grant Federal Employees’ Compensation Act benefits to naval 
reservists; and (3) by adding a new subsection (b) at the end of that 
section. 

The new subsection (b) proposed to be added to that section makes 
no change in existing law, but merely places in a new place in such 
section 304 provisions which are interwoven with the matter deleted 
from section 304 by the amendment referred to in clause (2) of the 
preceding paragraph. 

Subsection (g).—Subsection (g) of this section amends section 2 of 
the act of August 12, 1935, so as to provide specifically for criminal 
penalties for fiduciaries who misappropriate payments under this act 
made to them for beneficiaries. 

Subsection (h).—Subsection (h) of this section amends section 21 
of the World War Veterans’ Act, 1924, to provide specific authority 
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for payments of dependency and indemnity compensation to guardians 
of beneficiaries, and other fiduciaries. 

Subsections (i) and (j).—Subsections (i) and (j) of this section 
provide that the same rules shall obtain with respect to payments of 
dependency and indemnity compensation to survivors of veterans 
of the Army of the Philippines and Philippine Scouts as obtain with 
respect to payments of death compensation under other Veterans’ 
Administration laws. The amendments also provide that the annual 
income limitations prescribed for payments to parents under section 
205 of the bill shall, in the Philippine Islands, be determined on the 
basis of one peso for one dollar. 

Subsection (k).—Subsection (k) of this section amends paragraph 
V of Veterans Regulation No. 2 (a), to provide specifically that pay- 
ments of dependency and indemnity compensation unpaid at the 
death of a beneficiary shall be paid to other persons just as is the case 
today with respect to death compensation. 

Subsection (1) —Subsection (1) of this section amends section 11 of 
the Uniformed Services Contingency Option Act of 1953. That sec- 
tion provides today that payments made under that Act shall not be 
considered as “income’’; however, the committee feels that in deter- 
mining the amounts to be paid to a parent under section 205 of the 
bill, amounts paid under that act should be included; therefore, this 
subsection amends that act to insure that there will be no doubt that 
payments made under that act shall be considered as income in deter- 
mining eligibility of a parent for benefits. 

Subsection (m).—Subsection (m) of this section amends the s cond 
sentence of paragraph XIII of Veterans Regulation No. 10 to provide 
that the receipt of dependency and indemnity compensation under 
the bill shall not bar a recipient who otherwise qualifies from receiving 
pension or compensation from the Veterans’ Administration. Like- 
wise, the receipt of pension, compensation, or dependency and in- 
demnity compensation, shall not bar a recipient who otherwise quali- 
fies from receiving dependency and indemnity compensation. It is 
not intended, however, that this provision shall in any way override 
the express provision in section 209 (d) of the bill relating to the 
dependency and indemnity compensation payable to a child based 
upon the death of more than one parent. 

Subsection (n).—Subsection (n) of this section amends section 15 of 
Public Law 2, 73d Congress, so as to provide clearly and unmistakably 
in the law that where any person has committed any fraudulent act 
in connection with a claim for benefits under other Veterans’ Adminis- 
tration laws providing for payment of compensation, or (because of 
nonspecific cross references to this section 15 contained in other laws) 
similarly, has committed any fraudulent act in connection with a claim 
for benefits under other Veterans’ Administration laws, such person 
shall forfeit all his benefits under this bill, and under such other laws, 
and in addition, may be punished by fine and imprisonment. 

Subsection (0).—Subsection (0) of this section amends section 3 of 
the act of October 17, 1940, so as to provide specific authority for the 
Administrator of Veterans’ Affairs to apportion to children of the 
deceased person any part of the dependency and indemnity compen- 


sation paid to a widow, where there are children who are not in her 
care. 


Subsection (p).—Subsection (p) of this section amends the act of 
September 7, 1944, so as to provide that the effective date of awards 
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of dependency and indemnity compensation under the bill where a 
person is reported dead, or found to be dead, shall be the same as is 
presently provided by that act in the case of death pension or death 
compensation. Such act of September 7, 1944, provides that the 
effective date of such awards shall be the day following the date fixed 
by the Secretary concerned as the date of death, if a claim for bene- 
fits is filed within 1 year after such finding is made. 

Subsections (q) and (r).—Subsections (q) and (r) amend two provi- 
sions of law which are of very limited application today, so as to have 
these sections (which deal with awards of death compensation) spe- 
cifically provide that they are no longer of application in the case of 
deaths occurring after December 31, 1955. 

Subsection (s).—Subsection (s) amends the paragraphs of the Vet- 
erans Regulations which today provide for payment of death com- 

ensation to survivors of veterans who die service-connected deaths. 

he amendments provide that these paragraphs shall not apply to 
deaths occurring on or after January 1, 1956. However, these 
amendments must be read in the light of the provisions of section 501 
(a) (3) (B) of the bill, which give these paragraphs limited applica- 
tion in the case of deaths occurring on or after that cate, in the case 
of persons dying on or after May 1, 1956, having national service life 
insurance under waiver of premiums under section 622 of the National 
Service Life Insurance Act of 1940. Although the paragraphs will 
have limited application to future deaths, as specified in the preced- 
ing sentence, their amendment will serve a useful purpose in avoid- 
ing confusion in the minds of persons reading these paragraphs in the 
future, by having the paragraphs read so as to warn the reader that 
the law granting benefits for service-connected deaths is to be fouad 
elsewhere than in such paragraphs. 

Subsection (t).—Subsection (t) of this section is a technical amend- 
ment to the Internal Revenue Code of 1954, placed therein to serve 
as a guide to tax lawyers that there is an exemption from taxation 
in the case of dependency and indemnity compensation, provided in 
section 210 of the bill. 

Section 502.—This section contains a list of acts and parts of acts 
which are repealed by the bill. 

Paragraph (1) repeals the act of December 17, 1919, which today 
provides for payment of the 6 months’ death gratuity to dependents 
of members of the Regular Army. 

Paragraph (2) repeals a paragraph in an appropriation bill of June 
4, 1920, which provides for payment of the 6 months’ death gratuity 
to dependents of members of the Regular Navy and Marine Corps. 

Paragraph (3) repeals an obsolete provision of law granting the 
6 months’ death gratuity to dependents of Army nurses. 

Paragraph (4) repeals the provision of law granting the 6 months’ 
death gratuity to dependents of members of the Fleet Reserve and 
Fleet Marine Corps Reserve. 

Paragraph (5) repeals the act of July 15, 1939, which grants Federal 
Employees’ Compensation Act coverage to members of the Army and 
Air Force Reserve. 

Paragraph (6) repeals the act of July 18, 1940, which grants Federal 
Employees’ Compensation Act coverage to certain reservists who 
suffered injuries prior to July 15, 1939. 
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Paragraph (7) repeals section 9 of the act of January 19, 1942, 
which grants the 6 months’ death gratuity to dependents of officers 
of the Coast and Geodetic Survey. 

Paragraph (8) repeals section 489 of title 14 of the United States 
Code, which grants the 6 months’ death gratuity to dependents of 
members of the Coast Guard. 

Paragraph (9) repeals the Servicemen’s Indemnity Act of 1951. 

Paragraph (10) repeals section 2 of the act of December 3, 1942, 
which grants certain benefits to commissioned officers of the Coast 
and Geodetic Survey serving in areas of immediate military hazard. 
This section is no longer necessary in view of section 501 (d) (1) of the 
bill, which grants such benefits for all service of officers of the Coast 
and Geodetic Survey. 

Section 503.—This section provides that there shall be no necessity 
for a claimant to file more than one basic application for benefits under 
the Social Security Act and under title II of the bill, and that, to the 
maximum feasible extent, there shall be no necessity for a claimant to 
file any particular item of documentary evidence substantiating a 
claim more than once under such act and title. The section is not 
intended to foreclose either agency from contacting a claimant to 
procure additional information, or to inform a claimant of his or her 
rights; the section is, however, intended to cut through part of the 
maze of redtape today facing claimants, and is intended to make sure 
that all claimants in the future obtain the benefits to which they are 
clearly entitled. 

Section 504.—This section contains the effective date of the bill, 
and a saving provision. 

Subsection (a) provides that the bill shall take effect as of January 
1, 1956. 

’ Subsection (b) provides that none of the amendments or repeals con- 
tained in the bill shall operate to deprive any person of any right to 
payments which he has by reason of a disability or death occurring 
prior to January 1, 1956; nor shall anything in any such amendment or 
repeal deprive any person of any right to which he is entitled under the 
Federal Employees’ Compensation Act by reason of his own disability 
occurring prior to January 1, 1956. The committee intends by this 
subsection to provide that all persons on the rolls of any agency, or 
eligible to be on such rolls, or eligible for any payments, by reason of 
deaths occurring prior to January 1, 1956, may remain on such rolls 
and receive such payments, not withstanding the repeal of the law 
under which their benefits were granted originally. Similarly, where 
persons are on the rolls, or eligible to be on such rolls, of any agency by 
reason of a disability occurring prior to January 1, 1956, they may 
remain on such rolls, and their nichts remain unaffected so long as such 
rights are predicated upon disability in existence prior to January 
1, 1956. 

’ This subsection (b), however, is definitely not intended to allow any 
benefits to be paid to any person after January 1, 1956, for any death 
occurring on or after that date, where benefits are payable under title 


II of the bill by reason of the death. 


Cuances In Existine Law 


Changes in existing law are shown in a document accompanying 
this report, designated as part 2 thereof. 
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Mr. Harpy, from the Select Committee on Survivor Benefits, 
established by House Resolution 35, submitted the following 


REPORT 
{To accompany H. R. 7089) 
CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill (H. R. 
7089), as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman) : 


SOCIAL SECURITY ACT 


FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND 


Secrion 201. (a) There is hereby created on the books of the Treasury of the 
United States a trust fund to be known as the “Federal Old-Age and Survivors 
Insurance Trust Fund” (hereinafter in this title called the “Trust Fund”). The 
Trust Fund shall consist of the securities held by the Secretary of the Treasury 
for the Old-Age Reserve Account-and the amount standing to the credit of the 
Old-Age Reserve Account on the books of the Treasury on January 1, 1940, which 
securities and amount the Secretary of the Treasury is authorized and directed 
to transfer to the Trust Fund, and, in addition, such amounts as may be appro- 
priated to, or deposited in, the Trust Fund as hereinafter provided. There is 
hereby appropriated to the Trust Fund for the fiscal year ending June 30, 1941, 
and for each fiscal year thereafter, out of any moneys in the Treasury not 
otherwise appropriated, amounts equivalent to 100 per centum of— 

(1) the taxes (including interest, penalties, and additions to the taxes) 
received under subchapter A of chapter 9 of the Internal Revenue Code of 
1939) (and covered into the Treasury) which are deposited into the Treasury 
by directors of internal revenue before January 1, 1951; and 

(2) the taxes certified each mouth by the Commissioner of Internal 
Revenue as taxes received under subchapter A of chapter 9 of such code 
which are deposited into the Treasury by directors of internal revenue after 
December 31, 1950, and before January 1, 1953, with respect to assessments 
of such taxes made before January 1, 1951; and 

(3) the taxes imposed by subchapter A of chapter 9 of such code with 
respect to wages (as defined in section 1426 of such code), and by chapter 
21 of the Internal Revenue Code of 1954 with respect to wages (as defined 
in section 3121 of such code) reported to the Commissioner of Internal 
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Revenue pursuant to section 1420 (c) of the Internal Revenue Code of 1939 
after December 31, 1950, or pursuant to sections 6011 (a), 6071, 6081 (a), 
6091 (a), 6302 (b) of the Internal Revenue Code of 1954 after December 
31, 1954,” as determined by the Secretary of the Treasury by applying the 
applicable rates of tax under such subchapter or chapter 1 to such waxes, 
which wages shall be certified by the Secretary of Health, Education, and 
Welfare ™ on the basis of the records of wages established and maintained 
by such Secretary in accordance with such reports; and 

(4) the taxes imposed by subchapter E of chapter 1 of the Internal 
Revenue Code of 1939, with respect to self-employment income (as defined 
in section 481 of such code), and by chapter 2 of the Internal Revenue Code 
of 1954 with respect to self-emp!oyment income (as defined in section 1402 
of such code) reported to the Commissioner of Internal Revenue on tnx 
returns under such subchapter or chapter,.as determined by the Secretary 
of the Treasury by applying the applicable rate of tax under such subchap- 
ter or chapter to such self-employment income, which self-employment 
income shall be certified by the Secretary of Health, Education, and Welfare 
on the basis of the records of self-employment income established and main- 
tained by the Secretary of Health, Education, and Welfare in accordance 
with such returns. 

The amounts appropriated by clauses (3) and (4) shall be transferred from time 
to time from the general fund in the Treasury to the Trust Fund on the basis 
of estimates by the Secretary of the Treasury of the taxes, referred to in clauses 
(3) and (4), paid to or deposited into the Treasury; and proper adjustments shall 
be made in amounts subsequently transferred to the extent prior estimates were 
in excess of or were less ‘than the amounts of the taxes referred to in such 
clauses. 

(b) There is hereby created.a body to. he known as the Board of Trustees 
of the Federal Old-Age and Survivors Insurance Trust Fund (hereinafter in this 
title called the “Board of Trustees”) which Board of Trustees shall be composed 
of the Secretary of the Treasury, the Secretary of Labor, and the Secretary of 
Health, E.lucation, and Welfare, all ex officio. The Secretary of the Treasury 
shall be the Managing Trustee of the Board of Trustees (hereinafter in this 
title called the “Managing Trustee”). The Commissioner of Social Security shall 
serve as Secretary of the Board of Trustees. It shall be the duty of the Board 
of Trustees to— 

(1) Hold the Trust Fund; 

(2) Report to the Congress not later than the first day of March of 
each year on the operation and status of the Trust Fund during the preceding 
fiscal year and on its expected operation and status during the next ensuing 
five fiscal years; 

(3) Report immediately to the Congress whenever the Board of Trustees 
is of the opinion that during the ensuing five fiscal years the Trust Fun 
will exceed three times the highest annual expenditures anticipated during 
that five-fiscal-year period, and whenever the Board of Trustees is of the 
opinion that the amount of the Trust Fund is unduly small; and 

(4) Recommend improvements in administrative procedures and policies 
designed to effectuate the proper coordination of the old-age and survivor's 
insurance and Federal-State unemployment compensation program. 

The report provided for in paragraph (2) above shall include a statement of 
the assets of, and the disbursements made from, the Trust Fund during the 
preceding fiscal year, an estimate of the expected future income to, and disburse- 
ments to be made from, the Trust Fund during each of the next ensuing five 
fiscal years, and a statement/of the'actuarial status of the Trust Fund. Such 
report shall be printed as a House document of the session of the Congress to 
which the report is made. 

(c) It shall be the duty of the Managing Trustee to invest such portion of the 
Trust Fund as is not, in his judgment, required to meet current withdrawals. 
Such investments may be made only in interest-bearing obligations of the United 
States or in obligations guaranteed as to both principal and interest by the United 
States. For such purpose such obligations may be acquired (1) on origina! issue 
at par, or (2) by purchase of outstanding obligations at the market price. The 
purposes for which obligations of the United States may be issued under the 
Second Liberty Bond Act. as amended, are ‘hereby extended to authorize: the 
issuance at par of special! obligations exclusively to the Trust Fund. Such special 
obligations shall bear interest at a rate equal to the average rate of interest, com- 
puted as to the end of the calendar month next preceding the date of such issue, 
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borne by all interest-bearing obligations of the United States then forming a 

rt of the Public Debt; except that where such average rate is not a multiple 
of one-eighth of 1 per centum, the rate of interest of such special obligations shall 
be the multiple of one-eighth of 1 per centum next lower than such average rate. 
Such special obligations shall be issued only if the Managing Trustee determines 
that the purchase of other interest-bearing obligations of the United States, or 
of obligations guaranteed as to both principal and interest by the United States 
on original issue or at the market price, is not in the public interest. 

(d) Any obligations acquired by the Trust Fund (except special obligations 
issued exclusively to the Trust Fund) may be sold by the Managing Trustee at 
the market price, and such special obligations may be redeemed at par plus 
accrued interest. 

(e) The interest on, and the proceeds from the sale or redemption of any 
obligations held in the Trust Fund shall be credited to and form a part of the 
Trust Fund. 

(f) (1) The Managing Trustee is directed to pay from the Trust Fund into the 
Treasury the amount estimated by him and the Secretary of Health, Educa- 
tion, and Welfare which will be expended during a three-month period by the 
Department of Health, Education, and Welfare and the Treasury Depariinent 
for the administration of titles I1 and VIII of this Act and subchapter E of 
chapter 1 and subchapter A of chapter 9 of the Internal Revenue Code of 1939, 
and chapters 2 and 21 of the Internal Revenue Code of 1954. Such payments 
shall be covered into the Treasury as repayments to the account for reimburse- 
ment of expenses incurred in connection with the administration of titles II 
and VIII of this Act and subchapter E of chapter 1 and subchapter A of chapter 
9 of the Internal Revenue Code of 1939, and chapters 2 and 21 of the Internal 
Revenue Code of 1954. 

(2) The Managing Trustee is directed to pay from time to time from the 
Trust Fund into the Treasury the amount estimated by him as taxes which 
are subject to refund under section 1401 (d) of the Internal Revenue Code of 
1939 with respect to wages (as defined in section 1426 of such code) paid 
after December 31, 1950 and prior to January 1, 1955, and under section 6413 
(c) of the Internal Revenue Code of 1954 with respect to wages as defined in 
section 3121 of such Code, paid after December 31, 1954. Such taxes shall be 
determined on the basis of the records of wages established and maintained by 
the Secretary of Health, Education, and Welfare in accordance with the wages 
reported to the Commissioner of Internal Revenue pursuant to section 1420 (c) 
of the Internal Revenue Code of 1939 and sections 6011 (a), 6071, 6081 (a), 6091 
(a), and 6302 (b) of the Internal Revenue Code of 1954, and the Secretary shall 
furnish the Managing Trustee such information as may be required by the 
Trustee for such purpose. The payments by the Managing Trustee shall be 
covered into the Treasury as repayments to the account for refunding internal 
revenue collections. 

(3) Repayments made under paragraph (1) or (2) shall not be available for 
expenditures but shall be carried to the surplus fund of the Treasury. If it sub- 
sequently appears that the estimates under either such paragraph in any par- 
ticular period were too high or too low, appropriate adjustments shall be 
made by the Managing Trustee in future payments. 

(g) All amounts credited to the Trust Fund shall be available for making 
payments required under this title. 

(h) There are hereby authorized to be appropriated to the Trust Fund 
annually such sums as the Secretary of Health, Education, and Welfare decms 
to be necessary to meet the additional costs, resulting from section 214 (c) of 
this Act and from the amendments made to section 216 (i) of this Act by section 
406 of the Servicemen’s and Veterans’ Survivor Benefits Act, of the benefits paid 
under this title for months after December 1955 (including lump-sum death 
payments in the case of deaths occurring after December 1955). 


OLD-AGE AND SURVIVORS INSURANCE BENEFIT PAYMENTS 
Old-Age Insurance Benefits 


Seo. 202. (a) Every individual who— 
(1) isa fully insured individual (as defined in section 214 (a)), 
(2) has attained retirement age (as defined in section 216 (a) ), and 
(3) has filed application for old-age insurance benefits, 
shall be entitled to an old-age insurance benefit for each month, beginning with 
the first month after August 1950 in which such individual becomes so entitled to 
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such insurance benefits and ending with the month preceding the month in which 
he dies. Such individual’s old-age insurance benefit for any month shall be 
equal to his primary insurance amount (as defined in section 215 (a)) for such 
month. 


Wife’s Insurance Benefits 


(b) (1) The wife (as defined in section 216 (b)) of an individual entitled to 
old-age insurance benefits, if such wife— 
(A) has filed application for wife’s insurance benefits, 
(B) has attained retirement age or has in her care (individually or jointly 
with her husband) at the time of filing such application a child entitled to 
a child’s insurance benefit on the basis of the wages and self-employment 
income of her husband, 
(C) was living with such individual at the time such application was filed, 
and 
(D) is not entitled to old-age insurance benefits, or is entitled to old-age 
instirance benefits each of which is less than one-half of an old-age insurance 
benefit of her husband, 
shall be entitled to a wife’s insurance benefit for each month, beginning with the 
first month after August 1950 in which she becomes so entitled to such insurance 
benefits and ending with the month preceding the first month in which any of the 
following occurs: she dies, her husband dies, they are divorced a vinculo matri- 
monii, no child of her husband is entitled to a child's insurance benefit and she has 
not attained retirement age, or she becomes entitled to an old-age insurance bene- 
fit equal to or exceeding one-half of an old-age insurance benefit of her husband. 
(2) Such wife’s insurance benefit for each month shall be equal to one-half 
of the old-age insurance benefit of her husband for such month. 


Husband’s Insurance Benefits 


(c) (1) The husband (as defined in section 216 (f)) of a currently insured 
individual (as defined in section 214 (b)) entitled to old-age insurance benefits, if 
such husband— 

(A) has filed application for husband's insurance benefits, 
(B) has attained retirement axe, 
(C) was living with such individual at the time such application was filed. 
(D) was receiving at least one-half of his support, as determined in accord- 
ance with regulations prescribed by the Secretary, from such individual at 
the time she became entitled to old-age insurance benefits and filed proof of 
such support within two years after the month in which she became so 
entitled, and 
(E) is not entitled to old-age insurance benefits, or is entitled to old-age 
insurance benefits each of which is less than one-half of an old-age insurance 
benefit of his wife, 
shall be entitled to a husband’s insurance benefit for each month, beginning with 
the first month after August 1950 in which he becomes so entitled to such insur- 
ance benefits and ending with the month preceding the month in which any of the 
following occurs: he dies, his wife dies, they are divorced a vinculo matrimonii, 
or he becomes entitled to an old-age insurance benefit equal to or exceeding one- 
half of an old-age insurance benefit of his wife. 

(2) Such husband's insurance benefit for each month shall be equal to one-half 

of the old-age insurance benefit of his wife for such month. 


Child’s Insurance Benefits 


(d) (1) Every child (as defined in section 216 (e)) of an individual entitled 
to old-age insurance benefits, or of an individual who died a fully or currently 
insured individual after 1939, if such echild— 

(A) has field application for child’s insurance benefits, 
(B) at the time such application was filed was unmarried and had not 
attained the age of eighteen, and 
(C) was dependent npon such individual at the time such application was 
filed, or, if such individual has died, was dependent upon such individual at 
the time of such individual’s death, 
shall be entitled to a cbild’s insurance henefit for each month, beginning with the 
first month after August 1950 in which such child hecomes so entitled to such 
insurance benefits and ending with the month preceding the first month in which 
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any of the following occurs: such child dies, marries, is adopted (except for 
adoption by a stepparent, grandparent, aunt, or uncle subsequent to the death of 
such fully or currently insured individual), or attains the age of eighteen, 

(2) Such chiid’s insurance benefit for each month shall, if the individual on 
the basis of whose wages and self-employment income the child is entitled to such 
benefit has not died prior to the end of such month, be equal to one-half of the 
old-age insurance benefit of such individual for such month. Such child’s insur- 
ance benefit for each month shall, if such individual has died in or prior to such 
month, be equal to three-fourths of the primary insurance amount of such indi- 
vidual, except that, if there is more than one child entitled to benefits on the 
basis of such individual’s wages and self-employment income, each such child’s 
insurance benefit for such month shall be equal to the sum of (A) one-half of the 
primary insurance amount of such individual, and (B) one-fourth of such pri- 
mary insurance amount divided by the number of such children. 

(3) A child shall be deemed dependent upon his father or adopting father at 
the time specified in paragraph (1) (C) unless, at such time, such individual was 
not living with or contributing to the support of such child and— 

(A) such child is neither the legitimate nor adopted child of such indj- 
vidual, or 

(B) such child had been adopted by some other individual, or 

(C) such child was living with and was receiving more than one-half of 
his support from his stepfather. 

(4) A child shall be deemed dependent upon his stepfather at the time specified 
in paragraph (1) (C) if, at such time, the child was living with or was receiving 
at least one-half of bis support from such stepfather. 

(5) A child shall be deemed dependent upon his natural or adopting mother 
at the time specified in paragraph (1) (C) if such mother or adopting mother 
was a currently insured individual. A child shall also be deemed dependent 
upon his natural or adopting mother, or upon his stepmother, at the time specified 
in paragraph (1) (C) if, at such time, (A) she was living with or contributing 
to the support of such child, and (B) either (i) such child was neither living 
with nor receiving contributions from his father or adopting father, or (ii) such 
child was receiving at least one-half of his support from her, 


Widow’s Insurance Benefits 


(e) (1) The widow (as defined in section 216 (c)) of an individual who 
died a fully insured individual after 1939, if such widow— 

(A) has not remarried, 

(B) has attained retirement age, 

(C) (i) has filed application for widow's insurance benefits or was entitled, 
after attainment of retirement age, to wife’s insurance benefits, on the basis 
of the wages and self-employment income of such individual, for the month 
preceding the month in which he died, or 

(ii) was entitled, on the basis of such wages and self-employment income, 
to mother’s insurance benefits for the month preceding the month in which 
she attained retirement age, 

(D) was living with such individual at the time of his death, and 

(E) is not entitled to old-age insurance bevefits, or is entitled to old-age 
insurance benefits each of which is less than three-fourths of the primary 
insurance amount of her deceased husband, 

shall he entitled to a widow’s insurance benefit for each month, beginning with 
the first month after August 1950 in which she hecomes so entitled to such 
insurance benefits and ending with the month preceding the first month in 
which any of the following eccurs: she remarries, dies, or becomes entitled to 
an old-ace insurance benefit equal to or exceeding three-fourths of the primary 
insurance amount of her deceased husband. 

(2) Sueh widow’s insurance benefit for each month shall be equal to three- 
fourths of the primary insurance amount of her deceased husband. 


Widower’s Insurance Benefits 


(f) (1) The widower (as defined in section 216 (z2)) of an individual who 
died a fully and currently insured individual after August 1950, if such widower— 
(A) has not remarried, 
(GB) has attained retirement age, 
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(C) has filed application for widower’s insurance benefits or was entitled 
to husband’s insurance benefits, on the hasis of the wages and self-employ- 
ment income of such individual, for the month preceding the month in 
which she died, 

(D) was living with such individual at the time of her death, 

(E) (i) was receiving at least one-half of his support, as determined in 
accordance with regulations prescribed by the Secretary, from such in- 
dividual at the time of her death and filed proof of such support with'n two 
years of such date of death, or (ii) was receiving at least one-half of his 
support, as determined in accordance with regulations prescribed by the 
Secretary, from such individual, and she was a currently insured individual, 
at the time she became entitled to old-age insurance benefits and filed proof 
of such support within two years after the month in which she became so 
entitled, and 

(F) is not entitled to old-age insurance benefits, or is entitled to old-age 
insurance benefits each of which is less than three-fourths of the primary 
insurance amount of his deceased wife, 

shall be entitled to a widower’s insurance benefit for each month, beginning 
with the first month after August 1950 in which he becomes so entitled to such 
insurance benefits and ending with the month preceding the first month in which 
any of the following occurs: he remarries, dies, or becomes entitled to an old-age 
insurance benefit equal to or exceeding three-fourths of the primary insurance 
amount of his deceased wife. 

(2) Such widower'’s insurance benefit for each month shall be equal to three- 
fourths of the primary insurance amount of his deceased wife. 


Mother’s Insurance Benefits 


(z) (1) The widow and every former wife divorced (as defined in section 216 
(ad) ) of an individual who died a fuily or currently insured individual after 1939, 
if such widow or former wife divorced— 

(A) has not remarried, 

(B) is not entitled to a widow’s insurance benefit, 

(C) is not entitled to old-age insurance benefits, or is entitled to old-age 
insurance benefits each of which is less than three-fourths of the primary 
insurance amount of such individual, 

(D) has filed application for mother’s insurance benefits, or was entitled 
to wife’s insurance benefits on the basis of the wages and self-employment 
income of such individual for the month preceding the month in which he 
died, 

(E) at the time of filing such application has in her care a child of such 
individual entitled to a child’s insurance benefit, and 

(F) (i) in the case of a widow, was living with such individual at the 
time of his death, or (ii) in the case of a former wife divorced, was receiving 
from such individual (pursuant to agreement or court order) at least one- 
half of her support at the time of his death, and the child referred to in 
clause (E) is her son, daughter, or legally adopted child and the benefits 
referred to in such clause are payable on the basis of such individual’s wages 
and self-employment income, 

shall be entitled to a mother’s insurance benefit for each month, beginning with 
the first month after August 1950 in which she becomes so entitled to such insur- 
ance benefits and ending with the month preceding the first month in which any 
of the following occurs: no child of such deceased individual is entitled to a 
child’s insurance benefit, such widow or former wife divorced becomes entitled 
to an old-age insurance benefit equal to or exceeding three-fourths of the pri- 
mary insurance amount of such deceased individual, she becomes entitled to a 
widow’s insurance benefit, she remarries, or she dies. Entitlement to such bene 
fits shall also end, in the case of a former wife divorced, with the month imme- 
diately preceding the first month in which no son, daughter, or legally adopted 
child of such former wife divorced is entitled to a child’s insurance benefit on the 
basis of the wages and self-employment income of such deceased individual. 

(2) Such mother’s insurance benefit for each month shall be equal to three- 
fourths of the primary insurance amount of such deceased individual. 


Parent’s “surance Benefits 


(h) (1) Every parent (as defined in this subsection) of an individual who died 
a fully insured individual after 1939, if such individual did not leave a widow who 
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meets the conditions in subsection (e) (1) (D) and (E), a widower who meets 
the conditions in subsection (f) (1) (D), (E), and (F), or an unmarried child 
under the age of eighteen deemed dependent on such individual under subsection 
(d) (3), (4), or (5), and if such parent— 

(A) has attained retirement age, 

(B) was receiving at least one-half of his support from such individual 
at the time of such individual's death and filed proof of such support within 
two years of such date of death, 

(C) has not married since such individual’s death, 

(D) is not entitled to old-age insurance benefits, or is entitled to old-age 
insurance benefits each of which is less than three-fourths of the primary 
insurance amount of such deceased individual, and 

(E) has filed application for parent’s insurance benefits, 

shall be entitled to a parent’s insurance benefit for each month beginning with 
the first month after August 1950 in which such parent becomes so entitled to 
such parent’s insurance benefits and ending with the month preceding the first 
month in which any of the following occurs: such parent dies, marries, or be- 
comes entitled to an old-age insurance benefit equal to or exceeding three-fourths 
of the primary insurance amount of such deceased individual. 

(2) Such parent’s insurance benefit for each month shall be equal to three- 
fourths of the primary insurance amount of such deceased individual. 

(3) As used in this subsection, the term “parent” means the mother or father 
of an individual, a stepparent of an individual by a marriage contracted before 
such individual attained the age of sixteen, or an adopting parent by whom an 
individual was adopted before he attained the age of sixteen. 


Lump-Sum Death Payments 


(i) Upon the death, after August 1950, of an individual who died a fully or 
currently insured individual, an amount equal to three times such individual's 
primary insurance amount, or an amount equal to $255, whichever is the smaller, 
shall be paid in a lump sum to the person, if any, determined by the Secretary to 
be the widow or widower of the deceased and to have been living with the de- 
ceased at the time of death. If there is no such person, or if such person dies 
before receiving payment, then such amount shall be paid to any person or 
persons, equitably entitled thereto, to the extent and in the proportions that he 
or they shall have paid the exnenses of burial of such insured individual. No 
payment shall be made te any person under this subsection unless application 
therefor shall have been filed, by or on behalf of any such person (whether or 
not legally competent), prior to the expiration of two years after the date of 
death of such insured individual, or unless such person was entitled to wife’s or 
husband's insurance benefits, on the hasis of the wages and self-employment 
income of such insured individual, for the month preceding the month in which 
such individual died, [In the case of any individual who died outside the forty- 
eight States and the District of Columbia after December 1953 and before July 
1955, whose death occurred while he was in the active military or naval 
service of the United States, and who is returned to any of such States, the 
District of Columbia, Alaska, Hawaii, Puerto Rico, or the Virgin Islands for 
interment or reinterment, the provisions of the preceding sentence shall not 
prevent payment to any person under the second sentence of this subsection if 
application for a lump-sum death payment with respect to such deceased individ- 
ual is filed by or on behalf of such person (whether or not legally competent) prior 
to the expiration of two years after the date of such interment or reinterment.J 
In the case of any individual who died outside the forty-eight States and the Dis- 
trict of Columbia after December 1955 while he was performing service, as @ 
member of a uniformed service, to which the provisions of section 210 (m) (1) 
are applicable, and who is returned to any of such States, or the District of 
Columbia, or to any Territory or possession of the United States, for interment 
or reinterment, the provisions of the third sentence of this subsection shall not 
prevent payment to any person under the second sentence of this subsection if 
application for a lump-sum death payment with respect to such deceased indirid- 
ual is filed by or on behalf of such person (whether or not legally competc:t) 
prior to the expiration of two years after the date of such interment or 
reinterment. 
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Application for Monthly Insurance Benefits 


_ (j) (1) An individual who would have been entitled to a benefit under sub- 
section (a), (b), (¢), (d), (e), (f), (zg), or (h) for any month after August 1950 
had he filed application therefor prior to the end of such month shall be entitled 
to such benefit for such month if he files application therefor prior to the end 
of the twelfth month immediately succeeding such month. Any benefit for a 
month prior to the month in which application is filed shall be reduced, to any 
extent that may be necessary, so that it will not render erroneous any benetit 
which, before the filing of such application, the Secretary has certified for pay- 
ment for such prior month. 

(2) No application for any benefit under this section for any month after 
August 1950 which is filed prior to three months before the first month for which 
the applicant becomes entitled to such benefit shall be accepted as an application 
for the purposes of this section; and any application filed within such three 
months’ period shall be deemed to have been filed in such first month. 


Simultaneous Entitlement to Benefits 


(k) (1) A child, entitled to child’s insurance benefits on the basis of the wages 
and self-employment inceme of an insured individual, who would be entitled, 
on filing application, to child’s insurance benefits on the basis of the wages 
and self-employment income of some other insured individual, shall be deemed 
entitled, subject to the provisions of paragraph (2) hereof, to child’s insurance 
benefits on the basis of the wages and self-employment income of such other 
individual if an application for child’s insurance benefits on the basis of the 
wages and self-employment income of such other individual has been filed 
by any other child who would, on filing application, be entitled to child’s in- 
surance benefits on the basis of the wages and self-employment income of 
both such insured individuals. 

(2) (A) Any child who under the preceding provisions of this section is 
entitled for any month to more than one child’s insurance benefit shall, not- 
withstanding such provisions, be entitled to only one of such child's insurance 
benefits for such month, such benefit to be the one based on the wages and self- 
employment income of the insured individual who has the greatest primary 
insurance amount. 

(B) Any individual who under the preceding provisions of this section is en- 
titled for any month to more than one monthly insurance benefit (other than an 
old-age insurance benefit) under this title shall be entitled to only one such 
monthly benefit for such month, such benefit to be the largest of the monthly 
benefits to which he (but for this subparagraph (B)) would otherwise be entitled 
for such month. 

(3) If an individual is entitled to an old-age insurance benefit for any month 
and to any other monthly insurance benefit for such month, such other insurance 
benefit for such month shail be reduced (after any reduction under section 203 
(a)) by an amount equal to such old-age insurance benefit. 


Entitlement to Survivor Benefits Under Railroad Retirement Act 


(1) If any person would be entitled, upon filing application therefor to an 
annuity under section 5 of the Railroad Retirement Act of 1937, or to a lump- 
sum payment under subsection (f) (1) of such section, with respect to the death 
of an employee (as defined in such Act) no lump-sum death payment, and no 
monthly benefit for the month in which such employee died or for any month 
thereafter, shall be paid under this section to any person on the basis of the 
wages and self-employment income of such employee. 


Minimum Survivor’s or Dependent’s Benefit 


(m) In any_case in which the benefit of any individual for any month under 
this section (other than subsection (a)) is, prior to reduction under subsection 
(k) (38), less than $30 and no other individual is (without the application of 
section 202 (j) {1)) entitled to a benefit under this section for such month on 
the basis of the same wages and self-employment income, such benefit for such 
month shall, prior to reduction under such subsection (k) (3), be increased 
to $30. 
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Termination of Benefits Upon Deportation of Primary Beneficiary 


(n) (1) If any individual is (after the date of enactment of this subsection) 
deported under paragraph (1), (2), (4), (5), (6), (7), (10), (11), (12), (14), 
(15), (16), (17), or (18) of section 241 (a) of the Immigration and Nationality 
Act, then, notwithstanding any other provisions of this title— 

(A) no monthly benefit under this section shall be paid to such individual, 
on the basis of his wages and self-employment income, fur any month occur- 
ring (i) after the month in which the Secretary is notified by the Attorney 
General that such individual has been so deported, and (ii) before the month 
in which such individual is thereafter lawfully admitted to the United States 
for permanent residence, 

(B) if no benefit could be paid to such individual (or if no benefit could 
be paid to him if he were alive) for any month by reason of subparagraph 
(A), no monthly benefit under this section shall be paid, on the basis of bis 
wages and self-employment income, for such month to any other person who 
is not a citizen of the United States and is outside the United States for any 
part of such month, and 

(C) no lump-sum death payment shall be made on the basis of such indi- 
vidual’s wages and self-employment income if he dies (i) in or after the 
month in which such notice is received, and (ii) before the month in which 
he is thereafter lawfully admitted to the United States for permanent 
residence. 

Section 202 (b) and (c) of this Act shall not apply with respect to any such 
individual for any month for which no monthly benefit may be paid to him by 
reason of this paragraph. 

(2) As soon as practicable after the deportation of any individual ander any 
of the paragraphs of section 241 (a) of the Immigration and Nationality Act 
enumerated in paragraph (1) in this subsection, the Attorney General shall 
notify the Secretary of such deportation. 


Application for Benefits by Survivors of Members and Former Menibers of the 
Uniformed Services 


(0) In the case of any individual who would be entitled to benefits under 
subsection (d), Ce), (yg), or (h) upon filing proper application therefor, the 
filing with the Administrator of Veterans’ Affairs by or on behalf of such 
individual of an application for such benefits, on the form prescribed under 
section 503 of the Servicemen’s and Veterans’ Survivor Benefits Act, shall satisfy 
the requirement of such subsection (d), (e), (g), or (h) that an application for 
such benefits be filed. 


tl 2 @ @ * s e 


EVIDENCE, PROCEDURE, AND CERTIFICATION FOR PAYMENT 


Sec. 205. (a) * * * 


Crediting of Compensation Under the Railroad Retirement Act 


(o) If there is no person who would be entitled, upon application therefor, to 
an annuity under section 5 of the Railroad Retirement Act of 1937, or to a lump- 
sum payment under subsection (f) (1) of such section, with respect to the death 
of an employee (as defined in such Act), then, notwithstanding section 210 (a) 
(9) of this Act, compensation (as defined in such Railroad Retirement Act, but 
excluding compensation attributable as having been paid during any month on ac- 
count of military service creditable under section 4 of such Act if wages are 
deemed to have been paid to such employee during such month under subsection 
(a) or (e) of section 217 of this Act or if wages are paid to such emplonee during 
such month for service, as a member of a uniformed service, to which the provis- 
ions of section 210 (m) (1) of this Act are applicable) of such employee shall con- 
stitute remuneration for employment for purposes of determining (A) entitlement 
to and the amount of any lump-sum death payment under this title on the basis 
of such employee’s wages and self-employment income and (B) entitlement to 
and the amount of any monthly benefit under this title, for the month in which 
such employee died or for any month thereafter, on the basis of such wages and 
self-employment income. For such purposes, compensation (as so defined) paid 
in a calendar year shall, in the absence of evidence to the contrary, be presumed 
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to have been paid in equal proportions with respect to all months in the year in 
which the employee rendered services for such compensation, 


Special Rules in Case of Federal Service 


(p) (1) With respect to service included as employment under section 210 which 
is performed in the employ of the United States or in the employ of any instru- 
mentality which is wholly owned by the United States, including service, per- 
formed as a member of a uniformed service, to which the provisions of subsection 
(m) (1) of such section are applicable, the Secretary shall not make determina- 
tions as to whether an individual has performed such service, the periods of 
such service, the amounts of remuneration for such service which constitute 
wages under the provisions of section 209, or the periods in which or for which 
such wages were paid, but shall accept the determinations with respect thereto of 
the head of the appropriate Federal agency or instrumentality, and of such agents 
as such head may designate, as evidenced by returns filed in accordance with the 
provisions of section 3122 of the Internal Revenue Code of 1954 and certifications 
made pursuant to this subsection. Such determinations shall be final: and 
conclusive. 


DEFINITION OF WAGES 


Sec. 209. For the purposes of this title, the term “wages” means remuneration 
paid prior to 1951 which was wages for the purposes of this title under the law 
applicable to the payment of such remuneration, and remuneration paid after 1950 
for employment, including the cash value of all remuneration paid in any medium 
other than cash; except that, in the case of remuneration paid after 1950, such 
term shall not include— 

(a) (1) That part of remuneration which, after remuneration (other 
than remuneration referred to in the succeeding subsections of this section) 
equal to $3,600 with respect to employment has been paid to an individual 
during any calendar year prior to 1955, is paid to such individual during 
such calendar year; 

(2) That part of remuneration which, after remuneration (other than 
remuneration referred to in the succeeding subsections of this section) equal 
to $4,200 with respect to employment has been paid to an individual during 
any calendar year after 1954, is paid to such individual during such calendar 
year; 

(b) The amount of any payment (including any amount paid by an em- 
ployer for insurance or annuities, or into a fund, to provide for any such 
payment) made to, or on behalf of, an employee or any of his dependents 
under a plan or system established by an employer which makes provision 
for his employees generally (or for his employees generally and their de 
pendents) or for a class or classes of his employees (or for a class er classes 
of his employees and their dependents), on account of (1) retirement, or 
(2) sickness or accident disability, or (3) medical or hospitalization ex- 
penses in connection with sickness or accident disability, or (4) death; 

(c) Any payment made to an employee (including any amount paid by 
an employer for insurance or annuities, or into a fund, to provide for any 
such payment) on account of retirement; 

(d) Any payment on account of sickness or accident disability, er medical 
or hospitalization expenses in eonnection with sickness or accident dis- 
ability, made by an employer to, or on behalf of, an employee after the ex- 
piration of six calendar months following the last calendar month in which 
the employee worked for such employer; 

(e) Any payment made to, or on behalf of, an employee or his beneficiary 
(1) from or to a trust exempt from tax under section 165 (a) of the Internal 
Revenue Code of 1939 at the time of such payment or, in the case of a pay- 
ment after 1954, under sections 401 and 501 (a) of the Internal Revenue Code 
of 1954 unless such payment is made to an employee of the trust as re 
muneration for services rendered as such employee and not as a bene 
ficiary of the trust, or (2) under or to an annuity plan which, at the time of 
such payment, meets the requirements of section 165 (a) (3), (4), (5), and 
(6) of the Internal Revenue Code of 1939 or, in the case of a payment after 
1954, the requirements of sections 401 and 501 (a) of the Internal Revenue 
Code of 1954; 
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(f) The payment by an employer (without deduction from the remunera- 
tion of the employee) (1) of the tax imposed upon an employee under sec- 
tion 1400 of the Internal Revenue Code of 1939, or in the case of a payment 
after 1954 under section 3101 of the Internal Revenue Code of 1954, or (2) 
of any payment required from an employee under a State unemployment 
compensation law; 

(g) (1) Remuneration paid in any medium other than cash to an em- 
ployee for service not in the course of the employer's trade or business or for 
domestic service in a private home of the employer ; 

(2) Cash remuneration paid by an employer in any calendar quarter to an 
employee for domestic service in a private home of the employer, if the cash 
remuneration paid in such quarter by the employer to the employee for such 
service is less than $50. As used in this paragraph, the term “domestic serv- 
ice in a private home of the employer” does not include service described 
in section 210 (f) (5); 

(3) Cash remuneration paid by an employer in any calendar quarter to 
an employee for service not in the course of the employer’s trade or business, 
if the cash remuneration paid in such quarter by the employer to the em- 
ployee for such service is less than $50. As used in this paragraph, the term 
“service not in the course of the employer’s trade or business” does not include 
domestic service in a private home of the employer and does not include 
service described in section 210 (f) (5); 

(h) (1) Remuneration paid in any medium other than cash for agricul- 
tural labor; 

(2) Cash remuneration paid by an employer in any calendar year to an 
employee for agricultural labor, if the cash remuneration paid in such year 
by the employer to the employee for such labor is less than $100; 

(i) Any payment (other than vacation or sick pay) made to an employee 
after the month in which he attains retirement age (as defined in section 
216 (a)), if he did not work for the employer in the period for which such 
payment is made; or 

(j) Remuneration paid by an employer in any quarter to an employee for 
service described in section 210 (k) (38) (C) (relating to home workers), 
if the cash remuneration paid in such quarter by the employer to the employee 
for such service is less than $50. 

For purposes of this title, in the case of domestic service described in subsection 
{g) (2), any payment of cash remuneration for such service which is more or less 
than a whole-dollar amount shall, under such conditions and to such extent as 
may be prescribed by regulations made under this title, be computed to the nearest 
dollar. For the purpose of the computation to the nearest dollar, the payment 
of a fractional part of a dollar shall be disregarded unless it amounts to one-half 
dollar or more, in which case it shall be increased to $1. The amount of any 
payment of cash rem.aneration so computed to the nearest dollar shall, in lieu of 
the amount actually paid, be deemed to constitute the amount of cash remunera- 
tion for purposes of subsection (g) (2). 

For purposes of this title, in the case of an individual performing service, 
as a member of a uniformed service, to which the provisions of section 210 (m) 
(1) are appiicable, the term “wages” (as defined in the preceding provisions of 
this suhsection) shall include as such individual’s remuneration for such service 
only his basic pay as described in section 102 (10) of the Servicemen’s and 
Veterans’ Survivor Benefits Act. 


DEFINITION OF EMPLOYMENT 
Sec. 210. For the purposes of this title— 


Employment 


(a) The term “employment” means any service performed after 1936 and 
prior to 1951 which was employment for the purposes of this title under the 
law applicable to the period in which such service was performed, and any 
Service, of whatever nature, performed after 1950 either (A) by an employee 
for the person employing him, irrespective of the citizenship or residence of 
either, (i) within the United States, or (ii) on or in connection with an American 
vessel or American aircraft under a contract of service which is entered into 
within the United States or during the performance of which and while the 
employee is employed on the vessel or aircraft it touches at a port in the United 
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States, if the employee is employed on and in connection with such vessel or 
aircraft when outside the United States, or (B) outside the United States by 
a citizen of the United States as an employee (i) of an American employer (ag 
defined in subsection (e)), or (ii) of a foreign subsidiary (as detined in section 
3121 (1) of the Internal Revenue Code of 1954) of a domestic corporation (as 
determined in accordance with section 7701 of the Internal Revenue Code of 
1954) during any period for which there is in effect an agreement, entered into 
pursuant to section 3121 (1) of the Internal Revenue Code of 1954, with respect 
to such subsidiary; except that, in the case of service performed after 1950, 
‘guch term shall not include— 

(1) (A) Service performed in connection with the production or harvest- 
ing of any commodity defined as an agricultural commodity in section 15 
(g) of the Agricultural Marketing Act, as amended ; 

(B) Service performed by foreign agricultural workers (i) under con- 
tracts entered into in accordance with title V of the Agricultural Act of 
1949, as amended, or (ii) lawfully admitted to the United States from 
the Bahamas, Jamaica, and the other British West Indies on a temporary 
basis to perform agricultural labor; 

(2) Domestic service performed in a local college club, or local chapter 
of a college fraternity or sorority, by a student who is enrolled and is 
regularly attending classes at a school, college, or university; 

(3) Service performed by an individual in the employ of his son, daughter, 
or spouse, and service performed by a child under the age of twenty-one 
in the employ of his father or mother; 

(4) Service performed by an individual on or in connection with a vessel 
not an American vessel, or on or in connection with an aireraft not an 
American aircraft, if (A) the individual is employed on and in connection 
with such vessel or aircraft when outside the United States and (B) (i) such 
individual is not a citizen of the United States or (ii) the employer is not an 
American employer; 

(5) Service performed in the employ of any instrumentality of the United 
States, if such instrumentality is exempt from the tax imposed by section 
3111 of the Internal Revenue Code of 1954 by virtue of any provision of law 
which specifically refers to such section in granting such exemption; 

(6) (A) Service performed in the employ of the United States or in the 
employ of any instrumentality of the United States, if such service is covered 
by a retirement system established by a law of the United States; 

(B) Service performed by an individual in the employ of an instrumen- 
tality of the United States if such an instrumentality was exempt from the 
tax imposed by section 1410 of the Internal Revenue Code of 1939 on Decem- 
ber 31, 1950, and if such service is covered by a retirement system established 
by such instrumentality; except that the provisions of this subparagraph 
shall not be applicable to— 

(i) service performed in the employ of a corporation which is wholly 
owned by the United States; 

(ii) service performed in the employ of a national farm loan asso- 
ciation, a production credit association, a Federal Reserve Bank, or a 
Federal Credit Union; 

(iii) service performed in the employ of a State, county, or com- 
munity committee under the Production and Marketing Administration; 

(iv) service performed by a civilian employee, not compensated from 
funds appropriated by the Congress, in the Army and Air Force Ex- 
change Service, Army and Air Force Motion Picture Service, Navy 
Exchanges, Marine Corps Exchanges, or other activities, conducted by 
an instrumentality of the United States subject to the jurisdiction of 
the Secretary of Defense, at installations of the Department of Defense 
for the comfort, pleasure, contentment, and mental and physical improve- 
ment of personnel of such Department; or 

(v) service performed by a civilian employee, not compensated from 
funds appropriated by the Congress, in the Coast Guard Exchanges or 
other activities, conducted by an instrumentality of the United States 
subject to the jurisdiction of the Secretary of the Treasury, at installa- 
tions of the Coast Guard for the comfort, pleasure, contentment, and 
mental and physical improvement of personnel of the Coast Guard; 

(C) Service performed in the employ of the United States or in the 
employ of any instrumentality of the United States, if such service is per- 
formed— 
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Sel or (i) as the President or Vice President of the United States or as a 
tes by Member, Delegate, or Resident Commissioner of or to the Congress ; 
r (as (ii) in the legislative branch ; 
ection (iii) in a penal institution of the United States by an inmate thereof ; 
nD (as (iv) by any individual as an employee included under section 2 of 
de of the Act of August 4, 1947 (relating to certain interns, student nurses, 
d into and other student employees of hospitals of the Federal Government; 
np ting 5 U.S. C., sec. 1052) ; 

1950, (v) by any individual as an employee serving on a temporary basis 

in case of fire, storm, earthquake, flood, or other similar emergency ; or 

(vi) by any individual to whom the Civil Service Retirement Act of 
1930 does not apply because such individual is subject to another retire- 
ment system ; 

(7) Service (other than service included under an agreement under sec- 
tion 218 and other than service which, under subsection (1), constitutes 
covered transportation service) performed in the employ of a State, or any 
political subdivision thereof, or any instrumentality of any one or more of 
the foregoing which is wholly owned by one or more States or political sub- 
divisions ; 

(8) (A) Service performed by a duly ordained, commissioned, or licensed 
minister of a church in the exercise of his ministry or by a member of a re- 
ligious order in the exercise of duties required by such order ; 
ty-one (B) Service performed in the employ of a religious, charitable, educa- 
tional, or other organization described in section 501 (c) (3) of the Internal 
Revenue Code of 1954 which is exempt from income tax under section 501 
(a) of such Code, but this subparagraph shall not apply to service per- 
formed during the period for which a certificate, filed pursuant to section 
8121 (k) of the Internal Revenue Code of 1954, is in effect if such service is 
performed by an employee (i) whose signature appears on the list filed by 
such organization under such section 3121 (k), or (ii) who became an em- 
ployee of such organization after the calendar quarter in which the certifi- 
eate was filed; 

(9) Service performed by an individual as an employee or employee rep- 
resentative as defined in section 3231 of the Internal Revenue Code of 1954; 

(10) (A) Service performed in any calendar quarter in the employ of 
any organization exempt from income tax under section 501 of the Internal 
Revenue Code of 1954, if the remuneration for such service is less than $50; 

(B) Service performed in the employ of a school, college, or university 
if such service is performed by a student who is enrolled and is regularly 
attending classes at such school, college, or university ; 

(11) Service performed in the employ of a foreign government (includ- 
ing service as a consular or other officer or employee or a nondiplomatie 
representative) ; 

(12) Service performed in the employ of an instrumentality wholly owned 
by a foreign government— 

(A) If the service is of a character similar to that performed in 
foreign countries by employees of the United States Government or of 
an instrumentality thereof; and 

(B) If the Secretary of State shall certify to the Secretary of the 
Treasury that the foreign government, with respect to whose instru- 
mentality and employees thereof exemption is claimed, grants an equiva- 
lent exemption with respect to similar service performed in the foreign 
country by employees of the United States Government and of instru- 
mentalities thereof ; 

(13) Service performed as a student nurse in the employ of a hospital 
or a nurses’ training school by an individual who is enrolled and is regularly 
attending classes in a nurses’ training school chartered or approved pursuant 
to State law; and service performed as an interne in the employ of a 
hospital by an individual who has completed a four years’ course in a medical 
school chartered or approved pursuant to State law; 

(14) (A) Service performed by an individual under the age of eighteen 
in the delivery or distribution of newspapers or shopping news, not including 
delivery or distribution to any point for subsequent delivery or distribution ; 

(B) Service performed by an individual in, and at the time of, the sale 
of newspapers or magazines to ultimate consumers, under an arrangement 
under which the newspapers or magazines are to be sold by him at a fixed 
price, his compensation being based on the retention of the excess of such 
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price over the amount at which the newspapers or magazines are charged 
to him, whether or not he is guaranteed a minimum amount of compensation 
for such service, or is entitled to be credited with the unsold newspapers 
or magazines turned back; or 

(15) Service performed in the employ of an international organization 
entitled to enjoy privileges, exemptions, and immunities as an inter- 
national organization under the International Organizations Immunities Act 
(59 Stat. 669). 


Included and Excluded Service 


(b) If the services performed during one-half or more of any pay period by an 
employee for the person employing him constitute employment, all the services 
of such employee for such period shall be deemed to be employment; but if the 
services performed during more than one-half of any such pay period by an 
employee for the person employing him do not constitute employment, then none 
of the services of such employee for such period shall be deemed to be employ- 
ment. As used in this subsection, the term “pay period” means a period (of not 
more than thirty-one consecutive days) for which a payment of remuneration 
is ordinarily made to the employee by the person employing him. This subsec- 
tion shall not be applicable with respect to services performed in a pay period 
by an employee for the persons employing him, where any of such service is 
excepted by paragraph (9) of subsection (a). 


American Vessel 


(c) The term “American vessel” means any vessel documented or numbered 
under the laws of the United States; and includes any vessel which is neither 
documented nor numbered under the laws of the United States nor documented 
under the laws of any foreign country, if its crew is employed solely by one or 
more citizens or residents of the United States or corporations organized under 
the laws of the United States or of any State. 


American Aircraft 


(ad) The term “American aircraft” means an aircraft registered under the laws 
of the United States. 


American Employer 


(e) The term “American employer” means an employer which is (1) the 
United States or any instrumentality thereof, (2) a State or any political sub- 
division thereof, or any instrumentality of any one or more of the foregoing, (3) 
an individual who is a resident of the United States, (4) a partnership, if two- 
thirds or more cf the partners are residents of the United States, (5) a trust, 
if all of the trustees are residents of the United States, or (6) a corporation 
organized under the laws of the United States or of any State. 


Agricultural Labor 


(f) The term “agricultural labor” includes all service performed— 

(1) On a farm, in the employ of any person, in connection with cultivat- 
ing the soil, or in connection with raising or harvesting any agricultural or 
horticultural commodity, including the raising, shearing, feeding, caring for, 
training, and management of livestock, bees, poultry, and fur-bearing ani- 
mals and wildlife. 

(2) In the employ of the owner or tenant or other operator of a farm, in 
connection with the operation, management, conservation, improvement, or 
maintenance of such farm and its tools and equipment, or in salvaging tim- 
ber or clearing land of brush and other debris left by a hurricane, if the 
major part of such service is performed on a farm. 

(3) In connection with the production or harvesting of any commodity 
defined as an agricuitural commodity in section 15 (zg) of the Agricu!tural 
Marketing Act, as amended, or in connection with the ginning of cotton, or 
in connection with the operation or maintenance of ditches, canals, reser- 
voirs, or waterways, not owned or operated for profit, used exclusively for 
supplying and storing water for farming purposes. 

(4) (A) In the employ of the operator of a farm in handling, planting, 
drying, packing, packaging, processing, freezing, grading, storing, or deliv- 
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ering to storage or to market or to a carrier for transportation to market, 
in its unmanufactured state, any agricultural or horticultural commodity; 
but only if such operator produced more than one-half of the commodity 
with respect to which such service is performed. 

(B) In the employ of a group of operators of farms (other than a coopera- 
tive organization) in the performance of service described in subparagraph 
(A), but only if such operators produced all of the commodity with respect 
to which such service is performed. For the purposes of this subparagraph, 
any unincorporated group of operators shall be deemed a cooperative organi- 
zation if the number of operators comprising such group is more than twenty 
at any time during the calendar quarter in which such service is performed. 

(5) On a farm operated for profit if such service is not in the course of 
the employer’s trade or business or is domestic service in a private home of 
the employer. 

The provisions of subparagraphs (A) and (B) of paragraph (4) shall not be 
deemed to be applicable with respect to service performed in connection with 
commercial canning or commercial freezing or in connection with any agricul- 
tural or horticultural commodity after its delivery to a terminal market for 
distribution for consumption. 

Farm 


(gz) The term “farm” ineludes stock, dairy, poultry, fruit, fur-bearing animal, 
and truck farms, plantations, ranches, nurseries, ranges, greenhouses or other 
similar structures nsed primarily for the raising of agricultural or horticultural 
commodities, and orchards. 

State 


(h) The term “State” includes Alaska, Hawaii, the District of Columbia, and 
the Virgin Islands: and on and after the effective date specified in section 219 
such term includes Puerto Rico. 


United States 


(i) The term “United States” when used in a geographical sense means the 
States, Alaska, Hawaii, the District of Columbia, and the Virgin Islinds; and on 
and after the effective date specified in section 219 such term includes Puerto 
Rico. 

Citizen of Puerto Rico 


(j) An individual who is a citizen of Puerto Rico (but not otherwise a citizen 
of the United States) and who is not a resident of the United States shall not be 
consitlered, for the purposes of this section, as a citizen of the United States prior 
to the effective date specified in section 219. 


Employee 


(k) The term “employee” means— 

(1) any officer of a corporation; or 

(2) any individual who, under the usual common law rules applicabie in 
determining the employer-employee relationship, has the status of an em- 
ployee; or 

(3) any individual (other than an individual who is an employee under 
paragraph (1) or (2) of this subsection) who performs services for re- 
muneration for any person— 

(A) as an agent-driver or commission-driver engaged in distributing 
meat products, vegetable products, fruit products, bakery products, bev- 
erages (other than milk), or laundry or dry-cleaning services, for his 
principal ; 

(B) as a full-time life insurance salesman; 

(C) as a home worker performing work, according to specifications 
furnished by the person for whom the services are performed. on mate- 
rials or goods furnished by such person which are required to be re- 
turned to such person or a person designated by him; or 

(D) as a traveling or city salesman, other than as an agent-driver or 
commission-driver, engaged upon a full-time basis in the solicitation on 
behalf of, and the transmission to, his principal (except for side-line sales 
activities on behalf of some other person) of orders from wholesalers, 
retailers, contractors, or operators of hotels, restaurants, or other similar 
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establishments for merchandise for resale or supplies for use in their 

business operations; 
if the contract of service contemplates that substantially all of such services 
are to be performed personally by such individual; except that an individual 
shall not be included in the term “employee” under the provisions of this 
paragraph if such individual has a substantial investment in facilities used 
in connection with the performance of such services (other than in facilities 
for transportation), or if the services are in the nature of a single transaction 
not part of a continuing relationship with the person for who the services 
are performed. 


Covered Transportation Service 


(1) (1) Except as provided in paragraph (2), all service performed in the 
employ of a State or political subdivision in connection with its operation of 
a public transportation system shall constitute covered transportation service if 
any part of the transportation system was acquired from private ownership 
after 1936 and prior to 1951. 

(2) Service performed in the employ of a State or political subdivision in 
connection with the operation of its public transportation system shall not con- 
stitute covered transportation service if— 

(A) any part of the transportation system was acquired from private 
ownership after 1936 and prior to 1951, and substantially all service in 
connection with the operation of the transportation system is, on December 
31, 1950, covered under a general retirement system providing benefits which, 
by reason of a provision of the State constitution dealing specifically with 
retirement systems of the State or political subdivisions thereof, cannot be 
diminished or impaired; or 

(B) no part of the transportation system operated by the State or politi- 
eal subdivision on December 31, 1950, was acquired from private ownership 
after 1936 and prior to 1951; 

except that if such State or political subdivision makes an acquisition after 1950 
from private ownership of any part of its transportation system, then, in the 
case of any employee who— 

(C) became an employee of such State or political subdivision in con- 
nection with and at the time of its acquisition after 1950 of such part, and 

(D) prior to such acquisition rendered service in employment in connec- 
tion with the operation of such part of the transportation system acquired 
by the State or political subdivision, 

the service of such employee in connection with the operation of the transporta- 
tion system shall constitute covered transportation service, commencing with 
the first day of the third calendar quarter following the calendar quarter in 
which the acquisition of such part took place, unless on such first day such 
Service of such employee is covered by a general retirement system which does 
not, with respect to such employee, contain special provisions applicable only 
to employees described in subparagraph (C). 

(3) All service performed in the employ of a State or political subdivision 
thereof in connection with its operation of a public transportation system shall 
constitute covered transportation service if the transportation system was not 
operated by the State or political subdivision prior to 1951 and, at the time 
of its first acquisition (after 1950) from private ownership of any part of its 
transportation system, the State or political subdivision did not have a general 
retirement system covering substantially all service performed in connection 
with the operation of the transportation system. 

(4) For the purposes of this subsection— 

(A) The term “general retirement system” means any pension, annuity, 
retirement, or similar fund or system established by a State or by a po- 
litical subdivision thereof for employees of the State, political subdivision, 
or both; but such term shall not inelude such a fund or system which covers 
only service performed in positions connected with the operation of its 
public transportation system. 

(B) A transportation system or a part thereof shall be considered to 
have been acquired by a State or political subdivision from private owner- 
ship if prior to the acquisition service performed by employees in connection 
with the operation of the system or part thereof acquired constituted 
employment under this title, and some of such employees become employees 


of the State or political subdivision in connection with and at the time of 
such acquisition, 
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(C) The term “political subdivision” includes an instrumentality of (i) 
a State, (ii) one or more political subdivisions of a State, or (iii) a State 
and one or more of its political subdivisions. 


Service in the Uniformed Services 


(m) (1) Except as provided in paragraph (4), the term “employment” shall, 
notwithstanding the provisions of subsection (a) of this section, include service 
performed after December 1955 by ar individual as a member of a uniformed 
service on active duty; but such term shall not include any such service which 
is performed while on leave without pay. 

(2) The term “active duty’ means “active duty” as described in section 102 
of the Servicemen’s und Veterans’ Surviror Benefits Act, except that it shali also 
include “active duty for training” as described in such section. 

($3) The term “inactive duty truining” means “inactive duty training” as de- 
ecribed in such section 102. 

(4) (A) In the caseof any individual who applies or has applied for an old-age 
insurance benefit under section 202 (a) of this Act, paragraph (1) of this sub- 
section shall not apply if the Railroad Retirement Board has notified the Secre- 
tary of Health, Education, and Welfare that such individual has elected under 
section 2 (h) (1) of the Railroad Retirement Act of 1937 to treat his service as 
a member of a uniformed service us service as an “employee” for purposes of 
that Act. 

(B) If such individual is already entitled to old-age insurance benefits under 
section 202 (a) at the time such notification is received by the Secretary, the 
Secretary shall certify no further benefits for payment under this title on the 
basis of auch individual’s wages and self-employment income, or shall recom- 
pute the amount of any further benefits payable on the busis of such wages and 
self-employment income, as may be required as a consequence of subparagraph 
(A) of this paragraph. No payment of a benefit to any person on the basis of 
such individual's wages and self-emploument income, certificd by the Secretary 
prior to the end of the month in which he receives such notification from the 
Railroad Retirement Board, shall be deemed by reason of this subparagraph te 
have been an erroneous payment or a payment to which such person was not 
entitled. The Secretary shall, as soon as possible after the receipt of such 
notification from the Railroad Retirement Board, advise such Board whether 
or not any such benefit will be reduced or terminated bu reason of subparagraph 
(A), and if any such benefit will be so reduced or terminated, specify the first 
month with respect to which such reduction or termination will be effective. 


Member of a Uniformed Service 


(n) The term “member of a uniformed service” means any person appointed, 
enlisted, or inducted in a component ef the Army, Navy, Air Force, Marine Corpa, 
or Coast Guard (including a reserve component of a uniformed service as defined 
in section 102 (3) of the Servicemen’s and Veterans’ Survivor Benefits Act), 
or in one of those services without specification of component, or as a commis- 
sioned officer of the Coast and Geodetic Survey or the Reaular or Reserve Corps 
of the Public Health Service, and any person serving in the Army or Air Force 
under call or conscription. The term includes— 

(1) a retired member of any of those services; 

(2) a member of the Flect Reserve or Fleet Marine Corns Reserve; 

(3) a cadet at the United States Military Academy, a midshipman at 
the United States Naval Academy, and a cadet at the United States Coast 
Guard Academy or United States Air Force Academy; 

(4) a member of the Reserve Officers’ Training Corns, the Naral Rescrve 
Officers’ Training Corps, or the Air Force Reserve Officers’ Training Corps, 
when ordered to annual training duty for fourtcen days or more, and awhile 
performing authorized travel to and from that duty; and 

(5) any person while en route to or from, or at, a place for final acceptence 
or for entry upon active duty in the military or naval serrice— 

(A) wio has been provisionally accepted for such duty; or 
(B) who, under the Universal Military Training and Service Act, 
has been selected for active military or naval service; 
and has been ordered or directed to proceed to such place. 
The term docs not include a temporary member of the Coast Guard Reserve. 
® * a ® e ° * 





| 
; 
2 
j 
| 
5 


18 BENEFITS FOR SURVIVORS OF SERVICEMEN AND VETERANS 


INSURED STATUS FOR PURPOSES OF OLD-AGE AND SURVIVORS INSUBANCE BENEFITS 
Sec. 214. For the purposes of this title— 


Fully Insured Individual 


(a) (1) In the case of any individual who died prior to September 1, 1950, 
the term “fully insured individual” means any individual who had not less than 
one quarter of coverage (whenever acquired) for each two of the quarters elaps- 
ing after 1936, or after the quarter in which he attained the age of twenty-one, 
whichever is later, and up to but excluding the quarter in which he attained 
retirement age, or died, whichever first occurred, except that in no case shall 
an individual be a fully insured individual unless he has at least six quarters of 
coverage. 

(2) In the case of any individual who did not die prior to September 1, 1950, 
the term “fully insured individual” means any individual who had not less 
than— si 

(A) one quarter of coverage (whether acquired before or after such 
day) for each two of the quarters elapsing after 1950, or after the quarter 
in which he attained the age of twenty-one, whichever is later, and up to 
but excluding the quarter in which he attained retirement age, or died, which- 
ever first occurred, except that in no case shall an individual be a fully 
insured individual! unless be has at least six quarters of coverage; or 

(B) forty quarters of coverage, 

not counting as an elapsed quarter for purposes of subparagraph (A) any 
quarter any part of which was included in a period of disability (as defined 
in section 216 (i)) unless such quarter was a quarter of coverage. 

(3) In the ease of any individual who did not die prior to January 1, 1955, 
the term “fully insured individual” means any individual who meets the require- 
ments of paragraph (2) and, in addition, any individual with respect to whom 
all of the quarters elapsing after 1954 and prior to (i) July 1, 1956, or (ii) if 
later, the quarter in which he attained retirement age or died, whichever first 
occurred, are quarters but only if there are not fewer than six of such quarters 
so elapsing. 

(4) When the number of elapsed quarters specified in paragraph (1) or (2) 
(A) is an odd number, for purposes of such paragraph such number sliall be 
reduced by one. 

Currently Insured Individual 


(b) The term “currently insured individual” means any individual who had 
not less than six quarters of coverage during the thirteen-quarter period ending 
with (1) the quarter in which he died, (2) the quarter in which he became en- 
titled to old-age insurance benefits, or (3) the quarter in which he became 
entitled to primary insurance benefits under this title as in effect prior to the 
enactment of this section, not counting as part of such thirteen-quarter period 
any quarter any part of which was included in a period of disability unless such 
quarter was a quarter of coverage. 


Special Insured Status for Servicemen 


(c) In the case of any individual who dies after December 1955, and whose 
death occurs— 
(1) while on active duty or inactive duty training as a member of a 
unformed service, or 
(2) as the result of a disease or injury which the Veterans’ Administra- 
tion determines was incurred or aggravated in line of duty while on active 
duty, or an injury which the Veterans’ Administration determines was 
incurred or agyravated in line of duty while on inactive duty training, as 
a member of a uniformed service after September 15, 1940, if the Veterans’ 
Administration determines that such individual was discharged or released 
from the period of such active duty or inactive duty training under con- 
ditions other than dishonorable, 
he shall be deemed to have died a fully and currently insured individual. 
* . * s s e e 
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OTHER DEFINITIONS 


Sec. 216. For the purposes of this title— 
* * * * * 


Disability; Period of Disability 


(i) (1) The term “disability” means (A) inability to engage in any substan- 
tial gainful activity by reason of any medically determinable physical or mental 
impairment which can be expected to result in death or to be of long-continued 
and indefinite duration, or (B) blindness; and the term “blindness” means cen- 
tral visual acuity of 5/200 or less in the better eye with the use of a correcting 
lens. An eye in which the visual field is reduced to five degrees or less con- 
centrie contraction shall be considered for the purpose of this paragraph as 
having a central visual acuity of 5/200 or less. An individual shall not be 
ecnsidered to be under a disability unless he furnishes such proof of the existence 
thereof as may be required. Nothing in this title shall be construed as author- 
izing the Secretary or any other officer or employee of the United States to 
interfere in any way with the practice of medicine or with relationships between 
practitioners of medicine and their patients, or to exercise any supervision or 
control over the administration or operation of any hospital. 

(2) The term “period of disability” means a continuous period of not less 
than six full calendar months (beginning and ending as hereinafter provided 
in this subsection) during which an individual was under a disability (as defined 
in paragraph (1)). No such period shall begin as to any individual unless 
such individual, while under a disability, files an application for a disability 
determination with respect to such period; and no such period shxall begin as to 
any individual after suci: individual attains retirement age. Except as pro 
vided in paragraph (4), a period of disability shall begin— 

(A) if the individual satisfies the requirements of paragraph (3) on such 
day or the disability is service-connected, 
(i) on the day the disability began, or 
(ii) on the first day of the one-year period which ends with the day 
before the day on which the individual files such application, 
whichever occurs later; 
(B) if such individual does not satisfy the requirements of paragraph 
(3) on the day referred to in subparagraph (A) and the disability is not 
service-connected, then on the first day of the first quarter thereafter in 
which he satisfies such requirements; 
ererpt that if, on the day referred to in subparagraph (A), such individual 
is on active duty or inactive duty training, the period of disability shall begin 
on the day following the day on which he is released from active duty, ceases to 
perform inactive duty training, or is separated from service as a member of a 
uniformed service. <A period of disability shall end with the close of the last 
day of the first month in which either the disability ceases or the individual 
attains retirement age. No application for a disability determination which is 
filed more than three months before the first day on which a period of disability 
can begin (as determined under this paragraph) shall be accepted as an appli- 
cation for purposes of this paragraph, and no such application which is filed 
prior to January 1, 1955, shall be accepted. 

(83) The requirements referred to in clauses (A) and (B) of paragraphs (2) 
and (4) are satisfied by an individual with respect to any quarter only if he 
had not less than— 

(A) six quarters of coverage (as defined in section 213 (a) (2)) during 
the thirteen-quarter period which ends with such quarter: and 
(B) twenty quarters of coverage during the forty-quarter period which 
ends with such quarter, 
not counting as part of the thirteen-quarter neriod specified in clause (A), or the 
forty-quarter period specified in clanse (B), any quarter any part of which 
was included in a prior period of disability unless such quarter was a quarter of 
coverage. 

(4) If an individual files an arplication for a disability determination after 
December 1954, and before July 1957, with respect to a disability which began 
before July 1956. and continued without interruption until such application was 
filed, then the beginning day for the period of disability, if such individual does 
not die prior to July 1, 1955, shall be— 

(A) the day such disability began, but only if he satisfies the requirements 
of paragraph (3) on such day or the disability is service-connected; 
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(B) if he does not satisfy such requirements on such day and the disability 
is not service-connected, the first day of the first quarter thereafter in which 
he satisfies such requirements ; 

except that if, on the day referred to in subparagraph (A), such individual is on 
active duty or inactive duty training, the period of disability shall begin on the 
day following the day on which he is released from active duty, ceases to perform 
inactive duty training, or is separated from service as a member of a uniformed 
service. 

(5) (A) For purposes of paragraphs (2) and (4), in the case of any individual 
who, after December 1955, is released from active duty, ceases to perform inactive 
duty training, or is separated from service as a member of a uniformed service, 
under conditions other than dishonorable, a disability is service-connected if it 
resulted wholly from a disease or injury which the Veterans’ Administration 
determines was incurred or aggravated while such individual was on active duty, 
or from an injury which the Veterans’ Administration determines was incurred 
or aggravated while such individual was on inactive duty training, a8 a member 
of a uniformed service, and— 

(i) he was under such disability when he was released from active duty, 
ceased to perform inactive duty training, or was separated from service as a 
member of a uniformed service or such disability began within three years 
after the month in which such release, cessation, or separation occurred; or 

(ii) such disability began within three years after cessation of a disability 
which meets the requirements of clause (i). 

(B) Notwithstanding subparayraph (A) of paragraph (2) or subparagraph 
(A) of paragraph (4), the provisions of such subparagraph shall apply, in the 
case of any individual who does not satisfy the requirements of paragraph (3) 
on the day referred to in such subparagraph, only if he files his application for 
a disability determination while under a disability which is service connected 
under paragraph (6) or subparagraph (A) of this paragraph and such filing 
occurs (except as otherwise provided in subparagraph (A) of paragraph (6)) 
within— 

(i) three years after the month in which he is released from active duty, 
ceases to perform inactive duty training, or is sepa’ated from service asa 
member of a uniformed service, or 

(ii) three years after the month in which the disability began, 

whichever is later. In any such case in which the individual dies while under 
the disability, the requirement in paragraph (2) that an application be filed 
shall not be applicable. 

(6) For purposes of paragraphs (2) and (4), in the case of any individual who, 
after September 15, 1940, but before January 1, 1956, was relcased from active 
duty, ceased to perform inactive duty training, or was separated from service as @ 
member of a uniformed service, under conditions other than dishonorable, a 
disability is service-connected if it resulted wholly from a disease Or injury which 
the Veterans’ Administration determines was incurred or aqgravated while 
such individual was on active duty, or from an injury which the Veterans’ 
Administration determines was incurred or aggravated while such individual 
was on inactive duty training, as a member of a uniformed service, and— 

(A) he files an application for a disability determination while under 
such disability and prior to January 1, 1959, and 

(B) the Veterans’ Administration determines (i) that while such individ- 
ual was on active duty as a member of a uniformed service he incurred a 
disease or injury or such disease or injury was aggravated, or while such 
individual was on inactive duty training as a member of a uniformed service 
he incurred an injury or such injury was aggravated, and (ii) that asa 
result thereof such individual iras under a disability (whether or not within 
the meaning of such term as defined in section 216 (i)) which was total in 
degree (for purposes of compensation payable by such Administration) at 
the time he was released from active duty, ceased to perform inactive duty 
training, or was separated from service as a member of a uniformed service, 
or within three years after the month in which such release, cessation, or 
separation occurred. 

Paragraph (4) shall apply with respect to any application for a disability deter- 
mination filed under subparagraph (A) of this paragraph, whether or not such 
application is filed before July 1957. 
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BENEFITS IN CASE OF VETERANS 


Sec. 217. (a) (1) For the purposes of determining entitlement to and 
the amount of any monthly benetit for any month after August 1950, or entitle- 
ment to and the amount of any lump-sum death payment in case of a 
death after such month, payable under this title on the basis of the wages 
and self-employment income of any World War II veteran, and for purposes 
of section 216 (i) (3), such veteran shall be deemed to have been paid wages 
(in addition to the wages, if any, actually paid to him) of $160 in each month 
during any part of which he served in the active military or naval service 
of the United States during World War II. ‘This subsection shall not be 
applicable in the case of any monthly benefit or lump-sum death payment if— 

(A) a larger such benefit or payment, as the case may be, would be 
payable without its application; or 

(B) a benefit (other than a benefit payable in a lump sum unless it 
is a commutation of, or a substitute for, periodic payments) which is 
based, in whole or in part, upon the active military or naval service of 
such veteran during World War II is determined by any agency or wholly 
owned instrumentality of the United States (other than the Veterans’ 
Administration) to be payable by it under any other law of the United 
States or under a system established by such agency or instrumentality. 
The provisions of clause (B) shall net apply in the case of any monthly 
benetit or lump-sum death payment under this title if its application would 
reduce by $0.50 or less the primary insurance amount (as computed under 
section 215 prior to any recomputation thereof pursuant to subsection (f) 
of such section) of the individual on whose wages and self-employment 
income such benefit or payment is based. The provisions of clause (B) 
shall also not apply for purposes of section 216 (i) (8). 

(2) Upon application for benefits or a lump-sum death payment on the basis 
of the wages and self-employment income of any World War II veteran, the 
Secretary of Health, Education, and Welfare shall make a decision without 
regard to clause (B) of paragraph (1) of this subsection unless he has been 
notified by some other agency or instrumentality of the United States that, on 
the basis of the military or naval service of such veteran during World War II, 
a benefit described in clause (B) of paragraph (1) has been determined by 
such agency or instrumentality to be payable by it. If he has not been so 
notified, the Secretary of Health, Education, and Welfare shall then ascertain 
whether some other agency or wholly owned instrumentality of the United 
States has decided that a benefit described in clause (B) of paragraph (1) 
is payable by it. If any such agency or instrumentality has decided, or there- 
after decides, that such a benefit is payable by it, it shall so notify the Secre- 
tary of Health, Education, and Welfare, and the Secretary shall certify no 
further benefits for payment or shall recompute the amount of any further 
benefits payable, as may be required by paragraph (1) of this subsection. 

(3) Any agency or wholly owned instrumentality of the United States which 
is authorized by any law of the United States to pay benefits, or has a system 
of benefits which are based, in whole or in part, on military or naval service 
durint World War II shall, at the request of the Secretary of Health, Education, 
and Welfare, certify to him, with respect to any veteran, such information as 
the Secretary deems necessary to carry out his functions under paragraph (2) 
of this subsection. 

(b) (1) Any World War II veteran who died during the period of three 
years immediately following his separation from the active military or naval 
service of the United States shall be deemed to have died a fully insured indi- 
vidual whose primary insurance amount is the amount determined under section 
215 (c). Notwithstanding section 215 (d), the primary insurance benefit (for 
purposes of section 215 (c)) of such veteran shall be determined as provided 
in this title as in effect prior to the enactment of this section, except that the 
1 per centum addition provided for in section 209 (e) (2) of this Act as in 
effect prior to the enactment of this section shall be applicable only with respect 
to calendar years prior to 1951. This subsection shall not be applicable in the 
case of any monthly benefit or lump-sum death payment if— 

(A) a larger such benefit or payment, as the case may be, would be payable 
without its application; 

(B) any pension or compensation is determined by the Veterans’ Admin- 
istration to be payable by it on the basis of the death of such veteran; 

(C) the death of the veteran occurred while he was in the active military 
or naval service of the United States; or 
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(D) such veteran has been discharged or released from the active military 
or naval service of the United States subsequent to July 26, 1951. 

(2) Upon an application for benefits or a lump-sum death paywent on the 
basis of the wages and self-employment income of any World War II veteran, 
the Secretary of Health, Education, and Welfare shall make a decision without 
regard to puragraph (1) (B) of this subsection unless he has been notified by the 
Veterans’ Administration that pension or compensation is determined to be pay- 
able by the Veterans’ Administration by reason of the death of such veteran. The 
Secretary of Health, Education, and Welfare shall thereupon report such decision 
to the Veterans’ Administration. If the Veterans’ Administration in any such 
ease has made an adjudication or thereafter makes an adjudication that any 
pension or compensation is payable under any law administered by it, it shall 
notify the Secretary of Health, Education, and Welfare and the Secretary shall 
certify no further benefits for payment, or shall reeompute the amount of any 
further benefits payable, as may be required by paragraph (1) of this subsection, 
Any payments theretofore certified by the Secretary of Health, Education, and 
Welfare on the basis of paragraph (1) of this subsection to any individual, not 
exceeding the amount of any accrued pension or compensation payable to him by 
the Veterans’ Administration, shall (notwithstanding the provisions of section 3 
of the Act of August 12, 1985, as amended (38 U.S. C., see. 454a)) be deemed to 
have been paid to him by such Administration on account of such accrued pension 
or compensation. No such payment certified by the Secretary of Health, Edu- 
cation, and Welfare, and no payment certified by him for any month prior to 
the first month for whieh any pension or compensation is paid by the Veterans’ 
Administration shall be deemed by reason of this subsection to have been an 
erroneous payment. 

(c) In the case of any World War II veteran to whom subsection (a) is appll- 
cable, proof of support required under section 202 (bh) may be filed by a parent 
at any time prior to July 1951 or prior to the expiration of two years after the 
date of the death of such veteran, whichever is the later. 

(d) For the purposes of this section— 

(1) The term “World War II” means the period beginning with September 16, 
1940, and ending at the close of July 24, 1947. 

(2) The term “World War II veteran” means any individual who served in 
the active military or naval service of the United States at any time during 
World War II and who, if discharged or released therefrom, was so discharged 
or released under conditions other than dishonorable after active service of 
ninety days or more or by reason of a disability or injury incurred or aggravated 
in service in line of duty; but such term shall not include any individual who 
died while in the active military or naval service of the United States if his 
death was inflicted (other than by an enemy of the United States) as lawful 
punishment for a military or naval offense. 

(e) (1) For purposes of determining entitlement to and the amount of any 
monthly benefit or lump-sum death payment payable under this title on the basis 
of wages and self-employment income of any veteran (as defined in paragraph 
(4)), and for purposes of section 216 (i) (8), such veteran shall be deemed to 
have been paid wages (in addition to the wages, if any, actually paid to him) of 
$160 in each month during any part of which he served in the active military 
or naval service of the United States on or after July 25, 1947, and prior to [July 
1, 1955] January 1, 1956. This subsection shall not be applicable in the case of 
any monthly benefit or lump-sum death payment if— 

(A) a larger such benefit or payment, as the case may be, would be payable 
without its application; or 
(B) a benefit (other than a benefit payable in a lump sum unless it is 4 
commutation of, or a substitute for, periodic payments) which is based, in 
whole or in part, upon the active military or naval service of such veteran 
on or after July 25, 1947, and prior to [July 1, 1955] January 1, 19.56. is 
determined by any agency or wholly owned instrumentality of the United 
States (other than the Veterans’ Administration) to be payable by it under 
any other law of the United States or under a system established by such 
agency or instrumentality. 
The provisions of clause (B) shall not apply in the case of any monthly benefit or 
lump-sum death payment under this title if its application would reduce by 
$0.50 or less the primary insurance amount (as computed under section 215 
prior to any recomputation thereof pursuant to subsection (f) of such section) 
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of section 216 (i) (3). In the case of monthly benefits under this title for months 
after December 1955 (and any lump-sum death payment under this title with 
respect to a death occurring after December 1955) based on the wages and self- 
employment income of a veteran who performed service (as a meniber of a uni- 
formed service) to which the provisions of section 210 (m) (1) ure applicable, 
wages which would but for the provisions of clause (B), be deemed under this 
subsection to have been paid to such veteran with respect to his active military 
or naval service performed after December 1950 shall be deemed to have been paid 
to him with respect to such service notwithstanding the provisions of such clause, 
but only if the benefits referred to in such clause which are based (in whole or 
in part) on such service are payable solely by the Army, Navy, Air Force, Marine 
Corps, Coast Guard, Coast and Geodetic Survey, or Public Health Service. 

(2) Upon upplication for benefits or a lump-sum death payment on the basis 
of the wages and self-employment income of any veteran, the Secretary of Health, 
Education, and Welfare shall make a decision without-regard to clause (B) of 
paragraph (1) of this subsection unless he has been notified by some other agency 
or instrumentality of the United States that, on the basis of the military or naval 
service of such veteran on or after July 25, 1947, and prior to July 1, 1955] 
January 1, 1956, a benefit described in clause (B) of paragraph (1) has been 
determined by such agency or instrumentality to be payable by it. If he has 
not been so notified, the Secretary of Health, Education, and Welfare shall then 
ascertain whether some other agency or wholly owned instrumentality of the 
United States has decided that a benefit described in clause (B) of paragraph 
(1) is payable by it. If any such agency or instrumentality has decided, or 
thereafter decides, that such a benefit is payable by it, it shall so notify the 
Secretary of Health, Education, and Welfare, and the Secretary shall certify 
no further benefits for payment or shall recompute the amount of any further 
benefits payable, as may be required by paragraph (1) of this subsection. 

(3) Any agency or wholly owned instrumentality of the United States which 
is authorized by any law of the United States to pay benefits, or has a system 
of benefits which are based, in whole or in part, on military or naval service 
on or after July 25, 1947, and prior to [July 1, 1955] January 1, 1956, shall, at 
the request of the Secretary of Health, Education, and Welfare, certify to him, 
with respect to any veteran, such information as the Secretary deems necessary 
to carry out his functions under paragraph (2) of this subsection. 

(4) For the purposes of this subsection, the term “veteran” means any indi- 
vidual who served in the active military or naval service of the United States 
at any time on or after July 25, 1947, and prior to [July 1, 1955] January 1, 1956, 
and who, if discharged or released therefrom, was so discharged or released 
under conditions other than dishonorable after active service of ninety days 
or more or by reason of a disability or injury incurred or aggravated in service 
in line of duty; but such term shall not include any individual who died while 
in the active military or naval service of the United States if his death was 
inflicted (other than by an enemy of the United States) as lawful punishment 
for a military or naval offense. 

(f) In any case where a World War IT veteran (as defined in subsection (d) 
(2)) or a veteran (as defined in subsection (e) (4)) has died or shall hereafter 
die, and his widow or child is entitled under the Civil Service Retirement Act 
May 29, 1930, as amended, to an annuity in the computation of which his active 
military or naval service was included, clause (B) of subsection (a) (1) or 
clause (B) of subsection (e) (1) shall not operate (solely by reason of such 
annuity) to make such subsection inapplicable in the case of any monthly benefit 
under section 202 which is based on his wages and self-employment income; 
except that no such widow or child shall be entitled under section 202 to any 
monthly benefit in the computation of which such service is included by reason 
of this subsection (A) unless such widow or child, after December 1955, waives 
his or her right to receive such annuity, or (B) for any month prior to the first 
month with respect to which the Civil Service Commission certifies to the Sec- 
retary of Health, Education, and Welfare that (by reason of such waiver) no 
further annuity will be paid to such widow or child under such Act of May 29, 
1930, as amended, on the basis of such veteran’s military or civilian service. Any 
such waiver shall be irrevocable. 

(9g) (1) There are hereby authorized to be appropriated to the Trust Fund 
annually, as benefits under this title are paid after June 1955, such sums as the 
Secretary of Health, Education, and Welfare determines to be necessary to meet 
the additional costs, resulting from subsections (a), (b), and (e), of such benefits 
(including lump-sum death payments). 
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(2) The Secretary shall, before October 1, 1957, determine the amount which 
would place the Trust Fund in the same position in which it would have been at 
the close of June 30, 1955, if section 210 of this Act, as in effect prior to the Sociat 
Security Act Amendments of 1950, and section 217 of this Act (including amend- 
ments thereof), had not been enacted. There are hereby authorized to be appro- 
priated to the Trust Fund annually, during the first ten fiscal years beginning 
after such determination is made, sums aggregating the amount so determined, 
plus interest accruing on such amount (as reduced by appropriations made pur- 
suant to this paragraph) for each fiscal year beginning after June 30, 1955, ata 
rate for such fiscal year equal to the averdye rate of interest (as determined by 
the Managing Trustee) earned on the invested assets of the Trust Fund during 
the preceding fiscal year. 


RAILROAD RETIREMENT ACT OF 1937 


DEFINITIONS 


Secrion 1. For the purposes of this Act— 
* . + . * e 6 

(o) An individual shall be deemed to have “a current connection with the 
railroad industry” at the time an annuity begins to accrue to him and at death 
if, in any thirty consecutive calendar months before the month in which an 
annuity under section 2 begins to acerue to him (or the month in which he dies 
if that first occurs), he will have been in service as an employee in not less than 
twelve calendar months and, if such thirty calendar months do not immediately 
precede such month, he will not have been engaged in any regular employment 
other than employment for an employer in the period before such month and 
after the end of such thirty months. For the purposes of section 5 only, an 
individual shall he deemed also to have a “current connection with the railroad 
industry” if he is in all other respects completely insured but would not be fully 
insured under the Social Security Act, or if he is in all other respects partially 
insured but would he neither fully nor currently insured under the Social Secu- 
rity Act, or if he has no wage quarters of coverage. For the purposes of section 5 
only, in determining achether an individual is deemed to have a “current con 
nection with the railroad industry”, service performed by such individual (as a 
member of a uniformed service) to which the provisions of section 210 (m) (1) 
of the Social Security Act are applicable, and with respect to which the conditions 
prescribed in section 2 (h) (2) for an election under section 2 (h) (1) are met, 
shall constitute service as an “employee”. 

7” * * * * * * 

(q) The terms “Social Security Act” and “Social Security Act, as amended” 

shall mean the Social Security Act Eas amended in 1954] as amended in 1953. 


ANNUITIES 


Sec. 2. (a) The following-descrihed individnals, if they shall have been em- 
ployees on or after the enactment date, and shall have completed ten years of 
service, shall, subject to the conditions set forth in subsections (b), (c), and (4d), 
be eligible for annuities after they shall have ceased to render compensated serv- 
ice to any person, whether or not an employer as defined in section 1 (a) (but 
with the right to engage in other employment to the extent not prohibited by 
subsection (d)): 

1. Individuals who on or after the enactment date shall be sixty-five years of 
age or over. 

2. Women who will have attained the age of sixty and will have completed 
thirty years of service. 

3. Individuals who will have attained the age of sixty and will have com- 
pleted thirty years of service, but the annuity of such an individual shall be 
reduced by one one-hundred-and-eichtieth for each calendar month that he is 
under age sixty-five when his annnity begins to accrue. 

4. Individuals having a current connection with the railroad industry, and 
whose permanent physical or mental condition is such as to be disabling for 
work in their recular occupation, and who (i) will have completed twenty years 
of service or (ii) will have attained the age of sixty. The Board, with the 
cooperation of employers and employees, shall secure the establishment of stand- 
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ards determining the physical and mental conditions which permanently dis- 
qualify employees for work in the several occupations in the railroad industry, 
and the Board, employers, and employees shall cooperate in the promotion of 
the greatest practicable degree of uniformity in the standards applied by the 
several employers. An individual’s condition shall be deemed to be disabling 
for work in his reguiar occupation if he will have been disqualified by his 
employer because of disability for service in his regular occupation in accordance 
with the applicable standards so established ; if the employee will not have been 
so disqualified by his employer, the Board shall determine whether his condition 
is disabling for work in his regular occupation in accordance with the standards 
generally established ; and, if the employee's regular occupation is not one with 
respect to which standards will have been established, the standards relating to 
a reasonably comparable occupation shall be used. If there is no such com- 
parable occupation, the Board shall determine whether the employee's condition 
is disabling for work in his regular occupation by determining whether under 
the practices generally prevailing in industries in which such occupation exists 
such condition is a permanent disqualification for work in such occupation. For 
the purposes of this section, an employee's “rezular occupation” shall be deemed 
to be the occupation in which he will have been engaged in more calendar months 
than the calendar months in which he will have been engaged in any other 
occupation during the last preceding five calendar years, whether or not consecu- 
tive, in each of which years he will have earned wages or salary, except that, if 
an employee establishes that during the last fifteen consecutive calendar years 
he will have been engaged in another occupation in one-half or more of all the 
months in which he will have earned wages or salary, he may claim such other 
occupation as his regular occupation; or 

5. Individuals whose permanent physical or mental condition is such that they 
are nnable to engage in any regular employment. 

Such satisfactory proof shall be made from time to time as prescribed by the 
Board, of the disability provided for in paragraph 4 or 5 and of the continuance 
of such disability (according to the standards applied in the establishment of 
such disability) until the employee attains the age of sixty-five. If the individual 
fails to comply with the requirements prescribed by the Board as to proof of the 
eontinuance of the disability until he attains the age of sixty-five years, his right 
to an annuity by reason of such disability shall, exeept for good cause shown to 
the Board, cease, but without prejudice to his rights to any subsequent annuity 
to which he may be entitled. If before attaining the age of sixty-five an employee 
in receipt of an annuity under paragraphs 4 or 5 is found by the Board to be no 
longer disabled as provided in said paragraphs his annuity shall cease upon the 
last day of the month in which he ceases to be so disabled. If after cessation of 
his disability annuity the employee will have acquired additional years of service, 
such additional years of service may be credited to him with the same effect as 
if no annuity had previously been awarded to him. 

(b) An annuity shall be paid only if the applicant shall have relinquished such 
rights as he may have to return to the service of an employer and of the person 
by whom he was last employed; but this requirement shall not apply to the 
individuals mentioned in subdivision 4 and subdivision 5 of subsection (a) prior 
to attaining age sixty-five. 

(c) An annuity shall begin to accrue as of a date to be specified in a written 
application (to be made in such manner and form as may he prescribed by the 
Board and to be signed by the individual entitled thereto), but— 

(1) not before the date following the last day of compensated service of the 
applicant, and 
(2) not more than twelve months before the filing of the application. 

(d) No annuity shall be paid with respect to any month in which an individual 
in receipt of an annuity hereunder shall render compensated service to an 
employer or to the last person by whom he was employed prior to the date on 
which the annuity began to accrue. Individuals receiving annuities shall report 
to the Board immediately all such compensated service. No annuity under para- 
graph 4 or 5 of subsection (a) of this section shall be paid to an individual with 
respect to any month in which the individual is under age sixty-five and is paid 
More than $100 in earnings from employment or self-employment of any form: 
Provided, That for purposes of this paragraph, if a payment in any one calendar 
month is for accruals in more than one calendar month, such payment shall be 
deemed to have been paid in each of the months.in which accrued to the extent 
accrued in such month. Any such individual under the age of sixty-five shall 
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report to the Board any such payment of earnings for such employment or self: 
employment before receipt and acceptance of an annuity for the second month 
following the month of such payment. A deduction shall be imposed, with respect 
to any such individual who fails to make such report, in the annuity or annuities 
otherwise due the individual, in an amount equal to the amount of the annuity 
for each month in which he is paid such earnings in such employment or seif- 
employment, except that the first deduction imposed pursuant to this sentence 
shall in no case exceed an amount equal to the amount of the annuity otherwise 
due for the first month with respect to which the deduction is imposed. 
(e) Speuse’s Annuity.—The spouse of an individual, if— 
(i) such individual has been awarded an annuity under subsection (a) 
or a pension under section 6 and has attained the age of 65, and 
(ii) such spouse has attained the age of 65 or in the case of a wife, 
has in her care (individually or jointly with her husband) a child who, 
if her husband were then to die, would be entitled to a child’s annuity 
under subsection (c) of section 5 of this Act, 


shall be entitled to a spouse’s annuity equal to one-half of such individual's 
annuity or pension, but not more than $40: Provided, however, That if the 
annuity of the individual is awarded under paragraph 3 of subsection (a), 
the spouse’s annuity shall be computed or recomputed as though such individual 
had been awarded the annuity to which he would have been entitled under 
paragraph 1 of said subsection: Provided furiher, That, if the annuity of the 
individual is awarded pursuant to a juint and survivor election, the spouse's 
annuity shall be computed or recomputed as though such individual had not 
made a joint and survivor election: And provided further, That any spouse's 
annuity shall be reduced by the amount of any annuity and the amount of 
any monthly insurance benefit, other than a wife's or husband's insurance benefit, 
to which such spouse is entitled, or on proper application would be entitled, 
under subsection (a) of this section or subsection (d) of section 5 of this Act 
or section 202 of the Social Security Act; except that if such spouse is dis; 
entitled to a wif+’s or husband’s insurance benefit, or has had such benefit 
reduced, by reason of subsection (k) of section 202 of the Social Seeurity 
Act, the reduction pursuant to this third proviso shall be only in the amount 
by which such spuuse’s monthly insurance benefit under said Act exceeds the 
wife’s or husband's insurance benefit to which such spouse would have been 
entitled under that Act but for said subsection (k). 

(f) For the purposes of this Act, the term “spouse” shall mean the wife or 
hushand of a retirement annuitunt or pensioner who (i) was married to such 
annuitant or pensioner for a period of not less than three years immediately 
preceding the day on which the application for a spouse's annuity is filed, or 
is the parent of such annuitant’s or pensioner’s son or daughter, if, as of the 
day on which the application for a spouse’s annuity is filed, such wife or husband 
and such annnitant or pensioner were members of the same household, or. such 
wife or husband was receiving regular contributions from such annuitant or 
pensioner toward Ler or his support, or such annuitant or pensioner has been 
ordered by any court to contribute to the support of such wife or husband; 
and (ii) in the case of a husband, was receiving at least one-half of his support 
from his wife at the time his wife’s retirement annuity or pension began. 

(g) The spouse’s annuity provided in subsection (e) shall, with respect to 
any month, be subject to the same provisions of subsection (d) as the individual's 
annuity, and, in addition, the spouse’s annuity shall not be payable for any 
month if the individuai’s annuity is not payable for such month (or, in the 
ease of a pensioner, would not be pavable if the pension were an annuity) 
by reason of the provisions of said subsection (d). Such spouse’s annuity 
shall cease at the end of the month preceding the month in which (i) the spouse 
or the individual dies, (ii) the spouse and the individual are absolutely divorced, 
or (iii), in the case of a wife under age 65, she no longer has in her care a 
child who, if her husband were then to die, would be entitled to an annnity 
under subsection (c) of section 5 of this Act. 

(h) (1) Except as provided in paragraph (2), any individual who is applying 
for an annuity under this section, and acho has performed serrice (as a member of 
a uniformed service) to which the provisions of section 210 (m) (1) of the 
Social Security Act are applicable, may elect, unless he has previously applied 
(after December 31, 1955) for an annuity under this section, to treat such service 
as service as an “employee” for purposes of this Act. Such election shall be 
irrevocable, and the Board shall promptly notify the Secretary of Health, Educa- 
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tion, and Welfare thereof. If such an election is made, then, for the purposes 
of this Act, the months of such service shall be included in such individual's 
“years of service”, and (except for purposes of section 5 (f) (2)) his wages 
(paid for such service) as defined in the last paragraph of section 209 of the 
Social Security Act shall constitute “compensation”. The full amount of 
such wages paid in any calendar year, divided by the number of months in such 
year in which he performed such service, shall be included in computing his 
“monthly compensation” and his “average monthly remuneration”, notwith- 
standing the second sentence of section 3 (c) and clause (A) (i) of section 5 
(1) (9), except to the extent that such inclusion would result in total “compen- 
sation” to him of more than $4,200 in such year. Notwithstanding the provisions 
of section 2 (c) (2), service which an individual elects under this paragraph 
to treat as service as an “employee” shall not be used in determining his 
eligibility for, or computing the amount of, an annuity accruing under this 
section for any month if (A) such individual is entitled for that month to benefits 
under section 202 (a) of the Social Security Act, (B) such service was included 
in the computation of such benefits, and (C) the inclusion of such service in 
the computation of such benefits resulted (for that month) in benefits not other- 
wise payable or in an inerease in the bencfits otherwise payable. ‘The Secre- 
tary concerned (as defined in section 102 (9) of the Servicemen's and Veterans’ 
Survivor Benefits Act) shall maintain such records, and furnish the Board upon 
its request with such information, regarding the months of such service as a 
member of a uniformed service and the remuneration paid therefor in the 
case of any individual, as may be necessary to enable the Board to carry out 
its duties under this section and section 5. 

(2) No election may be made by any individual under paragraph (1) unless 
(A) prior to the beginning of such individual’s service (as a member of a uni- 
formed service) to which the provisions of section 210 (m) (1) of the Social 
Security Act are applicable, and in the same calendar year in which such service 
begun, or in the next preceding calendar year, he rendered service for compen- 
sation to an employer or person service to which is otherwise creditable under this 
Act, or lost time as an employee for which he received remuneration, or was 
serving as an employee representative; or (B) such individual’s service (as a 
member of a uniformed service) to which the provisions of section 210 (m) (1) 
of the Sovial Security Act are applicable was a continuation of a period of mili- 
tary service which began prior to January 1, 1956, and which (prior to that 
date) was creditable under section 4. 

(8) There are hereby authorized to be appropriated to the Railroad Retire- 
ment Account annually such sums as the Board dctermines to be necessury to 
meet the additional costs resulting from (A) the crediting toward annuitics of 
service with respect to which an election is made under paragraph (1), and (B) 
the inclusion of an individual's service as a member of a uniformed service in 
determining his “current connection with the railroad industry” as provided in the 
last sentence of section 1 (0); except that the sums authorized to be appropriated 
pursuant to this paragraph for any year shall be reduced by any amounts which 
may be credited to the Railroad Retirement Account for such year under the 
provisions of section 5 (k) (2) of this Act with respect to such service. 


COMPUTATION OF ANNUITIES 


Sec. 3. (a) * * * 
* e s eS os = . 


MONTHLY COMPENSATION 


(c) The “monthly compensation” shall be the average compensation paid to an 
employee with respect to calendar months included in his “years of service”, ex- 
cept (1) that with respect to service prior to January 1, 1937, the monthly com- 
pensation shall be the average compensation paid to an employee with respect 
to calendar months included in his years of servicd in the years 1924-1931, and 
(2) the amount of compensation paid or attributable as paid to him with respect 
to each month of service before September 1941 as a station employee whose 
duties consisted of or included the carrying of passengers’ hand baggage and 
otherwise assisting passengers at passenger stations and whose remuneration 
for service to the employer was, in whole or in substantial part, in the forms 
of tips, shall be the monthly average of the compensation paid to him as a station 
employee in his months of service in the period September 1940-August 1941: 
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Provided, however, That where service in the period 1924-1931 in the one case, 
or in the period September 1940—August 1941 in the other case, is, in the judg- 
ment of the Board, insufficient to constitute a fair and equitable basis for deter- 
mining the amount of compensation paid or attributable as paid to him in each 
month of service before 1937, or September 1941, respectively, the Board shall 
determine the amount of such compensation for each such month in such manner 
as in its judgment shall be fair and equitable. In computing the monthly com- 
pensation, no part of any month’s compensation in excess of $300 for any month 
before July 1, 1954, or in excess of $350 for any month after June 30, 1954 (cz. 
cept as provided in the fourth sentence of section 2 (h) (1)), shall be recognized, 
If the employee earned compensation in service after June 30, 1937, and after the 
last day of the calendar year in which he attained age sixty-five, such compensa- 
tion and service shall be disregarded in computing the monthly compensation 
if the result of taking such compensation into account in such computation would 
be to diminish his annuity. 
MILITARY SERVICE 


Sec. 4 (a). For the purposes of determining eligibility for an annuity and com- 
puting an annuity, including a minimum annuity, there shall also be inclnded in 
an individual’s years of service, within the limitations hereinafter provided in 
this section, voluntary or involuntary military service of an individual within or 
without the United States during any war service period, including such military 
service prior to the date of enactment of this amendment: Provided, however, 
That such military service shall be included only subject to and in accordance 
with the provisions of subsection (b) of section 3, in the same manner as though 
military service were service rendered as an employee: Provided jurther, That 
an individual who entered military service prior to a war service period shall not 
be regarded as having been in military service in a war service period with 
respect to any part of the period for which he entered such military service. 

(b) For the purpose of this section and section 202, as amended, an individual 
shail be deemed to have been in “military service” when commissioned or enrolled 
in the active service of the land or naval forces of the United States and until 
resignation or discharge therefrom; and the service of any individual in any 
reserve component of the land or naval forces of the United States, while serving 
in the land or naval forces of the United States for any period, even though less 
than thirty days, shall be deemed to have been active service in such foree during 
such period. 

(c) For the purpose of this section and section 202, as amended, a “war service 
period” shall mean (1) any war period, or (2) with respect to any particular 
individual, any period during which such individual (i) having been in military 
service at the end of the war period, was required to continue in military service, 
or (ii) was required by call of the President, or by any Act of Congress or regula- 
tion, order, proclamation pursuant thereto, to enter and continue in military 
service, or (3) any period after September 7, 1939, with respect to which a state 
of national emergency was duly declared to exist which requires a strengthening 
of the national defense. 

(d) For tle purpose of this section and section 202, as amended, a “war 
period” shall be deemed to have begun on whichever of the following dates is 
the earliest: (1) the date on which the Congress of the United Stutes declared 
war; or (2) the date as of which the Congress of the United States declared 
that a state of war has existed; or (3) the date on which war was declared by 
one or more foreign states against the United States; or (4) the date on which 
any part of the United States or any territory under its jurisdiction was in- 
vaded or attacked by any armed force of one or more foreign states; or (5) the 
date on which the United States engaged in armed hostilities for the purpose of 
preserving the Union or of maintaining in any State of the Union a republican 
form of government. 

(e) For the purpose of this section and section 202, as amended, a “war period” 
shall be deemed to have ended on the date on which hostilities ceased. 

(f) Military service shall not be included in the years of service of an indi- 
vidual unless, prior to the beginning of his military service in a war service 
period and in the same calendar year in which such military service began, 
or in the next preceding calendar year, the individual rendered service for 
compensation to an employer or to a person service to which is otherwise 
creditable under this Act, or lost time as an employee for which he received 
remuneration, or which serving as an employee representative. 
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- (g) A calendar month in which an individual was in military service which 
may be included in the individual's years of service or service period, as the 
case may be, shall be counted as a month of service: Provided, however, That 
no calendar month shall be counted as more than one month of service. 

(i) In the event military service is or has been used as the basis or as a 

rtial basis for a pension, disability compensation, or any other gratuitous 
Penefits payable on a periodic basis under any other Act of Congress, any 
annuity under this Act or the Railroad Retirement Act of 1935, which is based 
in part on such military service and is with respect to a calendar month for all 
or part of which such pension or other benefit is also payable, shall be reduced 
with respect to that month by the proportion which the number of years of 
service, by which such military service increases the years of service, or the 
service period, as the case may be, bears to the total years of service, or by 
the aggregate amount of such pension or other benefit with respect to that 
month, whichever would result in the smaller reduction. 

(j) Any department or agency of the United States maintaining records of 
military service, at the request of the Board, shall certify to the Board, with 
respect to any individual, the number of months of military service which such 
department or agency finds the individual to have had during any period or 
periods with respect to which the Board’s request is made, the date and man- 
ner of entry into such military service, and the conditions under which such 
service was continued. Any department or agency of the United States which 
is authorized to make awards of pensions, disability compensation, or any other 
gratuitous benefits or allowances payable, on a periodic basis or otherwise, 
under any other Act of Congress on the basis of military service, at the request 
of the Board, shall certify to the Board, with respect to any individual, the 
calendar months for all or part of which any such pension, compensation, 
benefit, or allowance is payable to, or with respect to, the individual, the amounts 
of any such pension, compensation, benetit, or allowance, and the military serv- 
ice on which such pension, compensation, benefit, or allowance is based. Any 
certification made pursuant to the provisions of this subsection shall be con- 
elusive on the Board: Provided, That if evidence inconsistent with any such 
certification is submitted, and the claim is in the course of adjudication or is 
otherwise open for such evidence, the Board shall refer such evidence to the 
department or agency which made the original certification and such depart- 
ment or agency shall make such recertification as in its judgment the evidence 
warrants. Such recertification, and any subsequent recertifications, shall be 
conclusive, made in the same manner, and subject to the same conditions as an 
original certification. 

(k) No person shall be entitled to an annuity, or to an increase in an annuity, 
based on military service unless a specific claim for credit for military service 
is filed with the Board by the individual who rendered such military service, 
and in no case shall an annuity, or an increase in an annuity, based on military 
service begin to accrue earlier than six months prior to the date on which such 
claim for credit for military service was filed with the Board nor before Octo- 
ber 8, 1940: Provided, That this subsection shall not be construed to prevent 
payment of annuities with respect to accruals, not based on military service, 
prior to the date on which an annuity based on military service began to acerue. 

(1) An individual who, before the ninety-first day after the date on which 
this amendment of section 4 is enacted was awarded an annuity under the 
Railroad Retirement Act of 1937 or the Railroad Retirement Act of 1935, but 
who had rendered military service which, if credited, would have resulted in 
an increase in his annuity, may, notwithstanding the previous award of an 
annuity, file with the Board an application for an increase in such annuity 
based on his military service. Upon the filing of such application, if the Board 
finds that the military service thus claimed is creditable and would result in 
an increase in the annuity, the Board, notwithstanding the previous award, 
shall recertify the annuity on an increased basis in the same manner as though 
the provisions making military service creditable had been in effect at the time 
of the original certification subject, however, to the provisions of subsection 
(k) of this section. If the annuity previously awarded is a joint and survivor 
annuity, the increased annuity shall be a joint and survivor annuity of the 
Same type, the actuarial value of the increase to be computed as of the effee- 
tive date of the increase: Provided, however, That if on the date the increase 
begins to accrue the individual has no spouse for whom the election of the joint 
and survivor annuity was made, the increase on a single life basis shall be added 
to the individual's annuity. 
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(n) In addition to the amount authorized to be appropriated in subsection (a) 
of section 15 of this Act, there is hereby authorized to be appropriated to the 
Railroad Retirement Account for each fiscal year, beginning with the fiscal year 
ending June 30, 1941, (i) an amount sufficient to meet the additional cost of 
erediting military service rendered prior to January 1, 1937, and (ii) an amount 
found by the Board to be equal to the amount of the total additional excise and 
income taxes which would have been payable during the preceding fiscal year 
under Subchapter B of Chapter 9 of the Internal Revenue Code, as amended, 
with respect to the compensation, as defined in such Subchapter B, of all indi- 
viduals entitled to credit under the Railroad Retirement Acts, as amended, for 
military service after December 31, 1936, if each of such individuals, in addi- 
tion to compensation actually earned, had earned such compensation in the 
amount of $160 in each calendar month in which he was in such military service 
during such preceding fiscal year and such taxes were measured by all such 
compensation without limitation as to amount earned by any individual in any 
one calendar month. The additional cost of crediting military service rendered 
prior to January 1, 1937, shall be deemed to be the difference between the 
actuarial value of each annuity based in part on military service and the 
actuarial value of the annuity which would be payable to the same individual 
without regard to military service. In calculating these actuarial values, (1) 
whenever the annuity based in part on military service begins to accrue before 
age 60, the annuity without regard to military service shall be valued on the 
assumption of deferment to age 60, and whenever the annuity based in part on 
military service is awarded under subsection 2 (a) of section 2 (a), the annuity 
without regard to military service shall be valued on the assumption of defer- 
ment to age 65; and (2) all such actuarial values shall be calculated as of the 
date on which the annuity based on military service begins to accrue and shall 
not thereafter be subject to change. All such actuarial calculations shall be 
based on the Combined Annuity Table of Mortality and all calculations in this 
subsection shall take into account interest at the rate of 3 per centum per annum 
compounded annually. The Railroad Retirement Board, as promptly as practi- 
cable after the enactment of this amendment, and thereafter annually, shall sub- 
mit to the Bureau of the Budget estimates of such military service appropriations 
to be made to the account, in addition to the annual estimate by the Board, in 
accordance with subsection (a) of section 15 of this Act, of the appropriation to 
be made to the account to provide for the payment of annuities, pensions and 
death benefits not based on military service. The estimate made in any year with 
respect to military service rendered prior to January 1, 1937, shall be based on 
the cost, as determined in accordance with the above provisions, of annuities 
awarded or increased on the basis of such military service up to the close of the 
preceiiing fiscal year and not previously appropriated for, and shall take into 
account interest from the date the annuity began to accrue or was increased to 
the date or dates on which the amount appropriated is to be credited to the 
Railroad Retirement Account. In making the estimate for the appropriation for 
military service rendered after December 31, 1936, the Board shall take into 
account any excess or deficiency in the appropriation or appropriations for such 
service in any preceding fiscal year or years, with interest thereon, resulting 
from an overestimate or underestimate of the number of individuals in creditable 
military service or the months of military service. 

(o) Section 4, as herein amended shall be effective as of October 8, 1940. No 
rights shall be deemed to have accrued under section 4 which would not have 
accrued had this Act amending section 4 been enacted on October 8, 1940. 

(p) The provisions of this section shall apply only with respect to military 
service rendered prior to January 1, 1956. 


ANNUITIES AND LUMP SUMS FOR SURVIVORS 


Sec. 5. (2) * * * 
* * * * * ® ® 


(1) Derrnirions.— * * * 
* * * * * * * 


(9) An employee’s “average monthly remuneration” shall mean the quotient 
obtained by dividing (A) the sum of (i) the compensation paid to him after 1936 
and before the quarter in which he will have died, eliminating any excess over 
$300 for any calendar month before July 1, 1954, [and any excess] and (except 
as provided in the fourth sentence of section 2 (h) (1)) any ercess over $350 
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for any calendar month after June 30, 1954, and (ii) if such compensation for 
any calendar year is less than $3,600 and the average monthly remuneration 
computed on compensation alone is less than $350 and the employee has earned 
in such calendar year “wages” as defined in paragraph (6) hereof, such wages, 
in an amount not to exceed the difference between the compensation for such year 
and $4,200, by (B) three times the number of quarters elapsing after 1936 and 
before the quarter in which he will have died: Provided, That for the period 
prior to and including the calendar year in which he will have attained the age 
of twenty-two there shall be included in the divisor not more than three times 
the number of quarters of coverage in such period: Provided further, That there 
shall be excluded from the divisor any calendar quarter which is not a quarter 
ef coverage and during any part of which a retirement annuity will have been 
payable to him: And provided further, That if the exclusion from the divisor 
of all quarters beginning with the first quarter in which the employee was com- 
pletely insured and had attained the age of sixty-five and the exclusion from 
the dividend of all compensation and wages with respect to such quarters would 
result in a higher average monthly remuneration, such quarters, compensation 
and wages shall be so excluded. 

With respect to an employee who will have been awarded a retirement an- 
nuity, the term “compensation” shall, for the purposes of this paragraph, mean 
the compensation on which such annuity will have been bused ; 

* * * *« * * * 


Section 5 or THE Civit Service RETIREMENT Act oF May 29, 1950, as AMENDED 
COMPUTATION OF ACCREDITED SERVICE 


Sec. 5. Subject to the provisions of section 9 hereof, the aggregate period of 
service which forms the basis for calculating the amount of any annuity pro- 
vided in this Act shall be computed from the date of original employment, 
whether as a classified or an unclassified officer or employee in the civil service 
of the United Staies, or in the service of the District of Columbia, including 
periods of service at different times and in one or wore departments, branches, 
or independent offices, or the legislative branch of the Government, and 
periods of service as an officer or employee of the Columbia Institution for 
the Deaf, and of the Pan American Sanitary Bureau, and also periods of 
service performed overseas under authority of the United States, and periods 
of honorable service in the Army, Navy, Marine Corps, or Coast Guard of the 
United States; in the case of an officer or employee, however, who is eligible 
for and receives retired pay on account of military or naval service, the period 
of service upon which such retired pay is based shall not be included, except 
that in the case of an offi-er or employee who is eligible for and receives retired 
pay on account of a service-connected disability incurred in combat with an 
enemy of the United States or resulting from an explosion of an instrument 
of war, the period of the military service shall be included: Provided, That 
an officer or employee must have served for a total period of not less than five 
years exclusive of such military or naval service before he shall be eligible for 
annuity under this Act. Nothing in this Act shall be construed as to affect 
in any manner an officer's or employee’s right to retired pay, pension, or com- 
pensation in addition to the annuity herein provided. 

Iy computing length of service for the purposes of this Act, all periods of 
separation from the service, and so much of any leaves of absence as may exceed 
six months in the aggregate in any calendar year, shall be excluded, except leaves 
of absence granted employees while performing active military or naval service 
in the Army, Navy, Marine Corps, or Coast Guard of the United States or while 
receiving benefits under the United States Employees’ Compensation Act, and 
in the case of substitutes in the Postal Service credit shall be given from date of 
original appointment as a substitute. 

Notwithstanding any other provision of this section, any service (other than 
service covered by military leave with pay from a civilian position) performed 
by an individual after December 1955 as a member of a uniformed service on 
active duty or active duty for training (as those terms are defined in section 102 
of the Servicemen’s and Veterans’ Survivor Benefits Act) shall be excluded in 
determining the aggregate period of service upon which an annuity payable under 
section 4 (b) or 12 of this Act to his widow or child is to be based, if such widow 
or child is entitled (or would upon proper application be entitied), at the time 
of such determination, to monthly survivors benefits under section 202 of the 
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Social Security Act based on such individual’s wages and self-employment income. 
If in the case of the widow such service is not excluded under the preceding 
sentence, but upon attaining retirement age (as defined in section 216 (a) of the 
Social Security Act) she becomes entiticd (or would upon proper application be 
entitled) to such benefits, the Commission shall redetermine the aggregate period 
of service upon which such annuity is based, effective as of the first day of the 
month in which she attains such age, so as to erclude such service._ The Secretary 
of Health, Education, and Welfare shall, upon the request of the Commission, 
inform the Commission whether or not any such widow or child is entitled at 
any specified time to such benefits. 

No officer or employee to whom. this Act applies who during the period of any 
war, or of any national emergency as proclaimed by the President or declared by 
the Congress, has left or leaves his position to enter the armed forces of the 
United States shall be considered as separated from such position for the pur- 
poses of this Act by reason of his service with the armed forces of the United 
States. This paragraph shall not be so construed as to prevent the payment 
of refunds as provided by section 7 (a) or 12 (b) of this Act. 

In determining the aggregate period of service upon which the annuity is to be 
based, the fractional part of a month, if any, in the total service shall be 
eliminated. 

Notwithstanding any provision of law to the contrary, title to annuity payable 
from the civil service retirement and disability fund shall not arise from any 
separation unless the officer or employee so separated has, within the two-year 
period immediately preceding such separation, completed at least one year of 
creditable civilian service during which he was subject to this Act. Any annuity 
rights based on a separation which (a) terminated service meeting this require- 
ment, or (b) occurred prior to this amendment, shall be restored upon separation 
from subsequent service which fails to meet said requirement. Any officer or 
employee who shall have given notice of his desire to come within the purview 
of this Act pursuant to the last paragraph of section 3 (a) of this Act shall be 
deemed for the purposes of this requirement to have been subject to the provisions 
of this Act during any period of service or part thereof ending not later than 
September 30, 1954, with respect to which there shall have been deposited the 
amounts specified in section 9. 

No credit shall be allowed for any service subsequent to the date of the separa- 
tion on which title to annuity is based. Any amounts deducted from salary for 
retirement purposes during such service shall upon separation be refunded to 
such officer or employee without interest, and shall be subject to redeposit as pro- 
vided in section 12 (b) (2) of this Act. Any such amount not so refunded to the 
officer or employee before his death shall be paid in the order of precedence 
prescribed in section 12 (e). 


INTERNAL REVENUE CODE OF 1954 
Part IlIl—Irems Speciricatty Exctupep From Gross INCOME 
a + = s . e 
Sec. 121. Cross REFERENCES TO OTHER ACTS. 

(a) For exemption of— 

(1) Adjustments of indebtedness under wage earners’ plans, see section 679 
of the Bankruptcy Act (52 Stat. 988; 11 U. S. C. 1079) ; 

(2) Allowances and expenditures to meet losses sustained by persons serving 
the United States abroad, due to appreciation of foreign currencies, see the Acts 
of March 6, 1934 (48 Stat. 466; 5 U.S. C. 118e) and April 25, 1988 (52 Stat. 221; 
5 U. S. C. 118¢e-1); : 

(8) Amounts credited to the Maritime Administration under section 9 (b) (6) 
of the Merchant Ship Sales Act of 1946, see section 9 (c) (1) of that Act (0 
Stat. 48; 50 U. S. C. App. 1742); 

(4) Benefits under World War Adjusted Compensation Act, see section 308 
of that Act, as amended (43 Stat. 125; 44 Stat. 827, § 3: 38 U. S. C. 618); 

(5) Benefits under World War Veterans’ Act, 1924, see section 3 of the Act of 
August 12, 1935 (49 Stat. 609; 38 U.S. C. 454a): 

(6) Dividends and interest derived from certain preferred stock by Recon- 
struction Finance Corporation, see section 304 of the Act of March 9, 1933, as 
amended (49 Stat. 1185; 12 U. 8. C. 51d); 
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(7) Earnings of ship contractors deposited in special reserve funds, see section 
607 (h) of the Merchant Marine Act, 1936, as amended (52 Stat. 961, § 28; 46 
U. 8. C. 1177) ; 

(8) Income derived from Federal Reserve banks, including capital stock and 
surplus, see section 7 of the Federal Reserve Act (38 Stat. 258; 12 U.S. C. 531) ; 

(9) Income derived from Ogdensburg bridge across Saint Lawrence River, 
see section 4 of the Act of June 14, 1933, as amended (54 Stat. 259, § 2); 

(10) Income derived from Owensboro bridge across Obio River and nearby 
ferries, see section 4 of the Act of August 14, 1937 (50 Stat, 643) ; 

(11) Income derived from Saint Clair River bridge and ferries, see section 4 
of the Act of June 25, 1980, as amended (48 Stat. 140, § 1); 

(12) Leave compensation payments under section 6 of Armed Forces Leave 
Act of 1946, see section 7 of that Act (60 Stat. 967; 37 U. S. C. 36); 

(183) Mustering-out payments made to or on account of veterans under the 
Mustering-Out Payment Act of 1944, see section 5 (a) of that Act (58 Stat. 16; 
38 U. S. C. 691e): 

(14) Railroad retirement annuities and pensions, see section 12 of the Rail- 
road Retirement Act of 1935, as amended (50 Stat. 316; 45 U. S. C. 2281); 

(15) Railroad unemployment benefits, see section 2 (e) of the Ruilroad Un- 
employment Insurance Act, as amended (52 Stat. 1097; 53 Stat. 845, §9; 45 
Uv. 8. C. 352) 3 

(16) Special pensions of persons on Army and Navy medal of honor roll, see 
section 3 of the Act of April 27, 1916 (39 Stat. 54: 38 U.S. C. 393); 

(17) Gain derived from the sale or other disposition of Treasury Bills, issued 
after June 17, 1930, under the Second Liberty Bond Act, as amended, see Act of 
June 17, 1980 (C. 512, 46 Stat. 775;31 U.S. C. 754). 

(18) Dependency and indemnity compensation paid to survivors of members 
of a uniformed service and certain-other persons, see section 210 of the Service- 
men’s and Veterans’ Survivor Benefits Act. 

2 e e @ @ e o 
See. 3121. Definitions. 
See. 3122. Federal service. 


a * . : s s 
SEC. 3121. DEFINITIONS. 

(a2) Waces.—For purposes of this chapter, the term “wages” means all re- 
muneration for employment, including the cash value of all remuneration paid 
in any medium other than cash; except that such term shall not include— 

(1) that part of the remuneration which, after remuneration (other than 
remuneration referred to in the succeeding paragraphs of this subsection) 
equal to $4,200 with respect to employment has been paid to an individual 
by an employer during any calendar year, as paid to such individual 
by such employer during such calendar year. If an employer (hereinafter 
referred to as suecessor employer) during any ealendar year acquires sub- 
stantially all the property nsed in a trade or business of another employer 
(hereinafter referred to as a predecesser), or used in a separate unit of a 
trade or business of a predecessor, and immediately after the acquisition 
employs in his trade or business an individual who immediately prior to the 
acquisition was employed in the trade or business of such predecessor, then, 
for the purpose of determining whether the suecessor employer has paid 
remuneration (other than remuneration referred to in the sueceeding para- 
graphs of this subsection) with respect to employment equal to $4,200 to 
such individual during such calendar year, any remuneration (other than 
remuneration referred to in the succeeding paragraphs of this subsection) 
with respect to employment paid (or considered under this paragraph as 
having been paid) to such individual by such predecessor during such calen- 
dar year and prior to such acquisition shall be considered as having been 
paid by such suceessor employer ; 

(2) the amount of any payment (including any amount paid by an em- 
ployer for insurance or annuities, or into a fund, to provide for any such 
payment) made to, or on behalf of, an employee or any of his dependents 
under a plan or system established by an employer which makes provision 
for his employees generally (or for his employees generally and their de- 
pendents) or for a class or classes of his employees (or for a class or classes 
of his employees and their dependents), on account of— 

(A) retirement, or 
(B) sickness or accident disability, or 
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(C) medical or hospitalization expenses in connection with sickness 
or accident disability, or 
(D) death; 

(3) any payment made to an employee (including any amount paid by an 
employer for insurance or annuities, o¢ into a fund, to provide for any such 
payment) on account of retirement; 

(4) any payment on account of sickness or accident disability, or medical 
or hospitalization expenses in connection with sickness or accident disability, 
mide by an employer to, or on behalf of, an employee after the expiration 
of 6 calendar months following the last calendar month in which the en- 
ployee worked for such employer ; 

(5) any payment made to, or on behalf of, an employee or his beneficiary— 

(A) from or to a trust described in section 401 (a) which is exempt 
from tax under section 501 (a) at the time of such payment unless such 
payment is made to an employee of the trust as remuneration for sery- 
ices rendered as such employee and not as a beneficiary of the trust, or 

(B) under or to an annuity plan which, at the time of such payment, 
meets the requirements of section 401 (a) (3), (4), (5), and (6); 

(6) the payment by an employer (without deduction from the remunera- 
tion of the employee) — 

(A) of the tax imposed upon an employee under section 3101 (or the 
corresponding section of prior law), or 

(13) of any payment required from an employee under a State unem- 
ployment compensation law; 

(7) (A) remuneration paid in uny medium other than cash to an e mployee 
for service not in the course of the employer's trade or business or for do- 
mestie service in a private home of the employer; 

(B) cash remuneration paid by an employer in any calendar quarter to 
an employee for domestic service in a private home of the employer, if the 
cash remuneration paid in such quarter by the employer to the employee for 
such service is less than $50. As used in this subparagraph, the term 
“domestic service in a private home of the employer” does not include 
service described in subsection (g) (5) 

(C) cash remuneration paid by an employer in any calendar quurter to 
an employee for service not in the course of the employer's trade or business, 
if the cash remuneration paid in such quarter by the emp'oyer to the em- 
ployee for such service is less than $50. As used in this subparagraph, the 
term “service not in the course of the employer's trade or business” does 
not include domestie service in a private home of the employer and does not 
include service described in subsection (g) (5); 

(8) (A) remuneration paid in any medium other than cash for agricultural 
labor; 

(B) cash remuneration paid by an employer in any calendar year to an 
employee for agricultural labor, if the cash remuneration paid in such year 
by the employer to the employee for such labor is less than $100; 

(9) any payment (other than vacation or sick pay) made to an employee 
after the month in which he attains the age of 65, if he did not work for 
the employer in the period for which such payment is made; or 

(10) remuneration paid by an employer in any calendar quarter to an 
eniployee for service described in subsection (d) (3) (C) (relating to home 
workers), if the cash remuneration paid in such quarter by the employer to 
the employee for such service is less than $50. 

(b) EmMpLoyMENT.—For purposes of this chapter, the term “employment” 
means any service performed after 1936 and prior to 1955 which was employment 
for purposes of subchapter A of chapter 9 of the Internal Revenue Code of 1059 
under the law applicable to the period in which such service was performed, and 
any service, of whatever nature, performed after 1954 either (A) by an employee 
for the person employing him, irrespective of the citizenship or residence of 
either, (i) within the United States; or (ii) on or in connection with an American 
vessel or American aircraft under a contract of service which is entered. into 
within the United States or during the performance of which and while the 
employee is employed on the vessel or aircraft it touches at a port in the United 
States, if the employee is employed on and. in connection with such vessel or 
aircraft when outside the United States, or (B) outside the United States by a 
citizen of the United States as an employee for,an American employer (as defined 
in subsection (h)); except that, in the case of service performed after 1954, 
such term shall not include— 
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(1) (A) service performed in connection with the production or harvest- 
ing of any commodity defined as an agricultural commodity in section 15 
(g) of the Agricultural Marketing Act, as amended (46 Stat. 1550 § 3; 12 
U. 8. C. 1141j) ; 

(B) service performed by foreign agricultural workers (i) under con- 
tracts entered into in accordance with title V of the Agricultural Act of 
1949, as amended (65 Stat. 119; 7 U. S. C. 1461-1468), or (ii) lawfully ad- 
mitted to the United States from the Bahamas, Jamaica, and the other Brit- 
ish West Indies on a temporary basis to perform agricultural labor ; 

(C) service performed by foreign agricultural workers under contracts 
entered intuv in accordance with title V of the Agricultural Act of 1949, as 
amended (65 Stat. 119; 7 U.S C. 1461-1468) ; 

(2) domestic service performed in a local college club, or local chapter of 
a college fraternity or sorority, by a student who is enrolled and is regularly 
attending classes at a school, college, or university ; 

(3) service performed by an individual in the employ of his son, daughter, 
or spouse, and service performed by a child under the age of 21 in the employ 
of his father or mother; 

(4) service performed by an individual on or in connection with a vessel 
not an American vessel, or on or in connection with an aircraft not an 
American aircraft, if (A) the individual is employed on and in connection 
with such vessel or aircraft, when outside the United States and (B) (i) such 
individual is not a citizen of the United States or (ii) the employer is not 
an American employer ; 

(5) service performed in the employ of any instrumentality of the United 
States, if such instrumentality is exempt from the tax imposed by section 
8111 by virtue of any provision of law which specifically refers to such 
section (or the corresponding section of prior law) in granting such 
exemption ; 

(6) (A) service performed in the employ of the United States or in the 
employ of any instrumentality of the United States, if such service is covered 
by a retirement system established by a law of the United States; 

(B) service performed by an individual in the employ of an instrumentality 
of the United States if such an instrumentality was exempt from the tax 
imposed by section 1410 of the Internal Revenue Code of 1939 on December 
31, 1950; and if such service is covered by a retirement system established by 
such instrumentality; except that the provisions of this subparagraph shall 
not be applicable to— 

(i) service performed in the employ of a corporation which is wholly 
owned by the United States; 

(ii) service performed in the employ of a national farm loan associa- 
tion, a production credit association, a Federal Reserve Bank, or a 
Federal Credit Union; 

(iii) service performed in the employ of a State, county, or com- 
munity committee under the Commodity Stabilization Service: 

(iv) service performed by a civilian employee, not compensated from 
funds appropriated by the Congress, in the Army and Air Force Ex- 
change Service, Army and Air Force Motion Picture Service, Navy 
Exchanges, Marine Corps Exchanges, or other activities, conducted by 
an instrumentality of the United States subject to the jurisdiction of 
the Secretary of Defense, at installations of the Department of Defense 
for the comfort, pleasure, contentment, and mental and physical im- 
provement of personnel of such Department; or 

(v) service performed by a civilian employee, not compensated from 
funds appropriated by the Congress, in the Coast Guard Exchanges or 
other activities, conducted by an instrumentality of the United States 
subject to the jurisdiction of the Secretary of the Treasury, at installa- 
tions of the Coast Guard for the comfort, pleasure, contentment, and 
mental and physical improvement of personnel of the Coast Guard; 

(C) service performed in the employ of the United States or in the employ 
of any instrumentality of the United States, if such service is performed— 

({) as the President or Vice President of the United States or as a 
Member, Delegate, or Resident Commissioner of or to the Congress; 

(ii) in the legislative branch; 

(iii) in a penal institution of the United States by an inmate thereof; 

(iv) by any individual as an employee included under section 2 of the 
Act of August 4, 1947 (relating to certain interns, student nurses, and 
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other student employees of hospitals of the Federal Government; 5 
U.S. C., see. 1052) ; 

(v) by any individual as an employee serving on a temporary basis 
in case of fire, storm, earthquake, flood, or other similar emergency; or 

(vi) by any individual to whom the Civil Service Retirement Act of 
1930 does not apply because such individual is subject to another retire- 
ment system ; 

(xiii) by an individual to whom the Civil Service Retirement Act of 
1930 (46 Stat. 470: 5 U.S. C. 693) does not apply because such individual 
is subject to another retirement system ; 

(7) service (other than service which, under subsection (j), constitutes 
covered transportation service) performed in the employ of a State, or any 
political subdivision thereof, or any instrumentality of any one or more of 
the foregoing which is wholly owned by one or more States or political sub- 
divisions ; 

(8) (A) service preformed by a duly ordained, commissioned, or licensed 
minister of a church in the exercise of his ministry or by a member of a 
religious order in the exercise of duties required by such order ; 

(B) service performed in the employ of a religious, charitable, educational, 
or other organization described in section 501 (c) (3) which is exempt from 
income tax under section 501 (a), but this subparagraph shall not apply to 
service performed during the period for which a certificate, filed pursuant 
to subsection (k) (or the corresponding subsection of prior law), is in effect 
if such service is performed by an employee— 

(i) whose signature appears on the list filed by such organization 
under subsection (k) (or the corresponding subsection of prior law), or 

(ii) who became an employee of such organization after the calendar 
quarter in which the certificate was filed; 

(9) service performed by an individual as an employee or employee repre- 
sentative as defined in section 3231; 

(10) (A) service performed in any calendar quarter in the employ of any 
organization exempt from income tax under section 501 (a) (other than an 
organization described in section 401 (a)) or under section 521, if the remu- 
neration for such service is less than $50; 

(B) service performed in the employ of a school, college, or university if 
such service is performed by a student who is enrolled and is regularly 
attending classes at such school, college, or university; 

(11) service performed in the employ of a foreign government (including 
service as a consular or other oflicer or employee or a nondiplomatic repre- 
sentative) ; 

(12) service performed in the employ of an instrumentality wholly owned 
by a foreign government— 

(A) if the service is of a character similar to that performed in foreign 
countries by employees of the United States Government or of an instru- 
mentality thereof; and 

(B) if the Secretary of State shall certify to the Secretary that the 
foreign government, with respect to whose instrumentality and em- 
ployees thereof exemption is claimed, grants an equivalent exemption 
with respect to similar service performed in the foreign country by em- 
ployees of the United States Government and of instrumentalities 
thereof; 

(13) service performed as a student nurse in the employ of a hospital or 
a nurses’ training school by an individual who is enrolled and is regularly 
attending classes in a nurses’ training school chartered or approved pursuant 
to State law ; and service performed as an intern in the employ of a hospital 
by an individual who has completed a 4 years’ course in a medical school 
chartered or approved pursuant to State law; 

(14) (A) service performed by an individual under the age of 18 in the 
delivery or distribution of newspapers or shopping news, not including 
delivery or distribution to any point for subsequent delivery or distribution; 

(B) service performed by an individual in, and at the time of, the sale of 
newspapers or magazines to ultimate consumers, under an arrangement 
under which the newspapers or magazines are to be sold by him at a fixed 
price, his compensation being based on the retention of the excess of such 
price over the amount at which the news;.apers or magazines are charged to 
him, whether or not he is guaranteed a minimum amount of compensation 
for such service, or is entitled to be credited with the unsold newspapers 
or magazines turned back; or 
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(15) service performed in the employ of an international organization. 

(¢) INCLUDED AND Exciupbep Service.—For purposes of this chapter, if the serv- 
ices performed during one-half or more of any pay period by an employee for 
the person employing him constitute employment, all the services of such em- 
ployee for such period shall be deemed to be employment ; but if the services per- 
formed during more than one-half of any such pay period by an employee for 
the person employing him do not constitute employment, then none of the services 
of such employee for such period shall be deemed to be employment. As used 
in this subsection, the term “pay period” means a period (of not more than 31 
consecutive days) for which a payment of remuneration is ordinarily made to 
the employee by the person employing him. This subsection sball not be appli- 
eable with respect to services performed in a pay period by an employee for the 
person employing him, where any of such service is excepted by subsection (b) 
(10). 

(d) Emptoyee.—For purposes of this chapter, the term “employee” means— 

(1) any officer of a corporation; or 

(2) any individual who, under the usual common law rules applicable in 
determining the employer-employee relationship, has the status of an em- 
ployee ; or 

(3) any individual (other than an individual who is an employee under 
paragraph (1) or (2)) who performs services for remuneration for any 
person— 

(A) as an agent-driver or commission-driver engaged in distributing 
meat products, vegetable products, fruit products, bakery products, 
beverages (other than milk), or laundry or dry-cleaning services, for his 
principal ; 

(B) as a full-time life insurance salesman; 

(C) as a home worker performing work, according to specifications 
furnished by the person for whom the services are performed, on 
materials or goods furnished by such person which are required to be 
returned to such person or a person designated by him. 

(D) as a traveling or city salesman, other than as an agent-driver 
or commission-driver, engaged upon a full-time basis in the solicitation 
on behalf of, and the transmission to, his principal (except for side- 
line sales activities on behalf of some other person) of orders from 
wholesalers, retailers, contractors, or operators of hotels, restaurants, 
or other similar establishments for merchandise for resale or supplies 
for use in their business operations; 

if the contract of service contemplates that substantially all of such serv- 
ices are to be performed personally by such individual; except that an 
individual shall not be included in the term “employee” under the provi- 
sions of this paragraph if such individual has a substantial investment in 
facilities used in connection with the performance of such services (other 
than in facilities for transportation), or if the services are in the nature 
of a single transaction not part of a continuing relationship with the person 
for whom the services are performed. 

(e) Strate, Unrtep States, ANp C1rt1zEN.—For purposes of this chapter— 

(1) Srare.—The term “State” ineludes Alaska, Hawaii, the District of 
Columbia, Puerto Rico, and the Virgin Islands. 
(2) Untrep Srares.—The term “United States” when used in a geo- 
graphical sense includes Puerto Rico and the Virgin Islands. 
An individval who is a citizen of Puerto Rico (but not otherwise a citizen of 
the United States) shall be considered, for purposes of this section, as a citizen 
of the United States. 

(f) American Vesset AND Arrcrart.—For purposes of this chapter, the term 
“American vessel” means any vessel documented or numbered under the laws 
of the United States: and includes anv vessel which is neither documented nor 
numbered under the laws of the United States nor doecnmented under the laws 
of any foreign country, if its crew is employed solely by one or more citizens 
or residents of the United States or corporations organized under the laws of 
the United States or of any State; and the term “American aircraft” means an 
aircraft recistered under the laws of the United States. 

(z) AcrtcurruRAL Laror.—For purposes of this chapter, the term “agricul- 
tural labor” ineIndes all service performed— 

(1) on a farm, in the employ of any person, in connection with cultivating 
the soil, or in connection with raising or harvesting any agricultural or 
horticultural commodity, including the raising, shearing, feeding, caring 
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for, training, and management of livestock, bees, poultry, and fur-bearing 
animals and wildlife; 

(2) in the employ of the owner or tenant or other operator of a farm, 
in connection with the operation, management, conservation, improvement, 
or maintenance of such farm and its tools and equipment, or in salvaging 
timber or clearing land of brush and other debris left by a hurricane, if the 
major part of such service is performed on a farm; 

(3) in eonnection with the production or harvesting of any commodity 
defined as an agricultural commodity in section 15 (g) of the Agricultural 
Marketing Act, as amended (46 Stat. 1550, §3; 12 U. S. C. 1141j), or in 
connection with the ginning of cotton, or in connection with the operation 
or maintenance of ditches, canals, reservoirs, or waterways, not owned or 
operated for profit, used exclusively for supplying and storing water for 
farming purposes; 

(4) (A) in the employ of the operator of a farm in handling, planting, dry- 
ing, packing, packaging, processing, freezing, grading, storing, or delivering 
to storage or to market or to a carrier for transportation to market, in its 
unmanufactured state, any agricultural or horticultural commodity ;’ but 
only if such operator produced more than one-half of the commodity with 
respect to which such service is performed ; 

(B) in the employ of a group of operators of farms (other than a coop- 
erative organization) in the performance of service described in subpara- 
graph (A), but only if such operators produced all of the commodity with 
respect to which such service is performed, For purposes of this subpara- 
graph, any unincorporated group of operators shall be deemed a cooperative 
organization if the number of operators comprising such group is more than 
20 at any time during the calendar quarter in which such service is per- 
formed; 

(C) the provisions of subparagraphs (A) and (B) shall not be deemed 
to be applicable with respect to service performed in connection with com- 
mercial canning or commercial freezing or in connection with any agricul- 
tural or horticultural commodity after its delivery to a terminal market for 
distributior for consumption: or 

(5) on a farm operated for profit if such service is not in the course of the 
employer’s trade or business or is domestic service in a private home of the 
employer. 

As used in this subsection, the term “farm” incIndes stock, dairy, poultry, fruit, 
fur-bearing animal, and truck farms, plantations, ranches, nurseries, ranges, 
greenhouses or other similar structures used primarily for the raising of agri- 
cultural or horticultural commodities, and orchards. 

(h) Amertcan EmpLoyver.—For purposes of this chapter, the term “American 
employer” means an employer which is— 

(1) the United States or any instrumentality thereof, 

(2) an individual who is a resident of the United States, 

(3) a partnership, if two-thirds or more of the partners are residents of 
the United States, 

(4) a trust, if all of the trustees are residents of the United States, or 

(5) a corporation organized under the laws of the United States or of 
any State. 

[(i) Computation or Waces in Certarn Cases.—For purposes of this chapter, 
in the case of domestic service described in subsection (a) (7) (B), any pay- 
ment of cash remuneration for such service which is more or less than a whole- 
dollar amount shall, under such conditions and to such extent as may be pre- 
scribed by regulations made under this chapter, be computed to the nearest dollar. 
For the purpose of the computation to the nearest dollar, the payment of a frac- 
tional part of a dollar shall be disregarded unless it amounts to one-half dollar 
or more, in which ease it shall be increased to $1. The amount of any payment 
of cash remuneration so computed to the nearest dollar shall, in lieu of the 
amount actually paid, be deemed to constitute the amount of cash remuneration 
for purposes of subsection (a) (7) (B).J 

(i) Computation of Wages in Certain Cases.— 

(1) Domestic service.—For purposes of this chapter, in the case of domestic 
service described in subsection (a) (7) (B), any payment of cash remunera- 
tion for such service which is more or less than a whole-dollar amount shall, 
under such conditions and to such extent as may be prescribed by regulations 
made under this chapter, be computed to the nearest dollar. For the purpose 
of the computation to the nearest dollar, the payment of a fractional part of 
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dollar shall be disregarded unlcss it amounts to one-half dollar or more, in 
which case it shall be increased to $1. The amount of any payment of cash 
remuneration so computed to the nearest dollar shall, in lieu of the amount 
actually paid, be deemed to constitute the amount of cash remuneration for 
purposes of subsection (a) (7) (B). 

(2) Service in the uniformed services.—For purposes of this chapter, in 
the case of an individual performing service, as a member of a uniformed 
service, to which the provisions of subsection (m) (1) are applicable, the 
term “wages” (as defined in subsection (a)) shall incinde as such individuals 
remuneration for such service only his basic pay as described in section 102 
(10) of the Servicemen's and Veterans’ Survivor Benefits Act. 

(j) Coverep TRANSPORTATION SERVICE.—For purposes of this chapter— 

(1) EXISTING TRANSPORTATION SYSTFMS—GENERAL RULE.—Except as pro- 
vided in paragraph (2), all service performed in the employ of a State or 
political subdivision in connection with its operation of a public transpor- 
tation system shall constitute covered transportation service if any part 
of the transportation system was acquired from private ownership after 
1936 and prior to 1951. 

(2) EXISTING TRANSPORTATION SYSTEMS—CASES IN WHICH NO TRANSPORTA- 
TION EMPLOYEES, OR ONLY CERTAIN EMPLOYERS, ARE COVERED.—Service per- 
formed in the employ of a State or political subdivision in connection with 
the operation of its public transportation system shall not constitute covered 
transportation service if-— 

(A) any part of the transportation system was acquired from 
private ownership after 1936 and prior to 1951, and substantially alt 
service in connection with the operation of the transportation system 
was, on December 31, 1950, covered under a general retirement system 
providing benefits which, by reason of a provision of the State consti- 
tution dealing specifically with retirement systems of the State or polit- 
ical subdivisions thereof, cannot be diminished or impaired; or 

(B) no part of the transportation system operated by the State or 
political suLdivision on December 31, 1950, was acquired from private 
ownership after 1936 and prior to 1951; 

except that if such State or political subdivision makes an acquisition after 
1950 from private ownership of any part of its transportation system, then, 
in the case of any employee who— 

(C) became an employee of such State or political subdivision in 
connection with and at the time of its acquisition after 1950 of such 
part. and 

(D) prior to such acquisition rendered service in employment (iaclud- 
ing as employment service covered by an agreement under section 218 
of the Social Security Act) in connection with the operation of such 
part of the transportation system acquired by the State or political 
subdivision, 

the service of such employee in connection with the operation of the trans- 
portation system shall eonstitute covered transportation service, eommenc- 
ing with the first day of the third calendar quarter following the calendar 
quarter in which the acquisition of such part took place, unless on such 
first day such service of such employee is covered by a general retirement 
system which does not, with respect to such employee, contain special provi- 
sions apnlicable only to employees described in subparagraph (C). 

(3) TRANSPORTATION SYSTEMS ACQUIRED AFTER 1950.—All service per- 
formed in the employ of a State or political subdivision thereof in connection 
with its operation of a public transportation system shall constitute covered 
transportation service if the transportation system was not operated by the 
State or political subdivision prior to 1951 and, at the time of its first 
acquisition (after 1950) from private ownership of any part of its trans- 
portation system, the State or political subdivision did not have a genera? 
retirement system covering substantially all service performed in connection 
with the operation of the transportation system. 

(4) Derinttions.— For purposes of this subsection— 

(A) The term “general retirement system” means any pension, 
annuity, retirement, or similar fund or system established by a State 
or by a political subdivision thereof for employees of the State, political 
subdivision, or both; but such term shall not include such a fund or 
system which covers only service performed in positions connected with 
the operation of its public transportation system. 
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(B) A transportation system or a part thereof shall be considered 
to have been acquired by a State or political subdivision from private 
ownership if prior to the acquisition service performed by employees in 
connection with the operation of the system or part thereof acquired 
constituted employment uuder this chapter or subchapter A of chapter 
9 of the Internal Revenue Code of 1939 or was covered by an agreement 
made pursuant to section 218 of the Social Security Act and some of 
such employees became employees of the State or political subdivision 
in connection with and at the time of such acquisition. 

(C) The term “political subdivision” includes an instrumentality 
of— 

(i) a State, 
(ii) one or more political subdivisions of a State, or 
(iii) a State and one or more of its political subdivisions. 


(k) ExeMprion or ReigtoUs, CHARITABLE, AND CERTAIN OTHER ORGANIZA- 
TIONS.— 


(1) WAIVER OF EXEMPTION BY ORGANIZATION.—An organization described 
in section 501 (c) (3) which is exempt from income tax under section 501 
(a) may file a certificate (in such form and manner, and with such official, 
as may be prescribed by regulations made under this chapter) certifying 
that it desires to have the insurance system established by title II of the 
Social Security Act extended to service performed by its employees and that 
at least two-thirds of its employees concur in the filing of the certificate, 
Such certificate may be filed only if it is accompanied by a list containing 
the signature, address, and social security account number (if any) of each 
employee who concurs in the filing of the certificate. Such list may be 
amended, at any time prior to the expiration of the first month following 
the first calendar quarter for which the certificate is in effect, by filing with 
such official a supplemental list or lists containing the signature, address, 
and social security account number (if any) of each additional employee 
who concurs in the filing of the certificate. Such list may be amended 
at any time prior to the expiration of the twenty-fourth month following 
the first calendar quarter for which the certificate is in effect, by filing with 
the prescribed official a supplemental list or lists containing the signature, 
address, and social security account number (if any) of each additional 
employee who concurs in the filing of the certificate. The certificate shall 
be in effect (for purposes of subsection (b) (9) (B) and for purposes of 
section 210 (a) (9) (B) of the Social Security Act) for the period begin- 
ning with the first day following the close of the calendar quarter in which 
such certificate is filed. The period for which a certificate filed pursuant 
to this subsection or the corresponding subsection of privet law is effec- 
tive may be terminated by the organization, effective at the end of a 
calendar quarter, upon giving 2 years’ advance notice in writing, but only 
if, at the time of the receipt of such notice, the certificate has been in 
effect for a period of not less than 8 years. The notice of termination may 
be revoked by the organization by giving, prior to the close of the calendar 
quarter specified in the notice of termination, a written notice of such 
revocation, except that, in the case of service performed by an individual 
whose name appears on a supplemental list filed after the first month fol- 
lowing the first calendar quarter for which the certificate is in effect, the 
certificate shall be in effect, for purposes of such subsection (b) (8) and 
for purposes of section 210 (a) (8) of the Social Security Act, only with 
respect to service performed by such individual after the calendar quarter 
in which such supplemental list is filed. Notice of termination or revoca- 
tion thereof shall be filed in such form and manner, and with such official, 
as may be prescribed by regulations made under this chapter. 

(2) TERMINATION OF WAIVER PERIOD BY SECRETARY OR HIS DELEGATE.—If 
the Secretary or his delegate finds that any organization which filed a 
certificate pursuant to this subsection or the corresponding subsection of 
prior law has failed to comply substantially with the requirements applicable 
with respect to the taxes imposed by this chapter or the corresponding 
provisions of prior law or is no longer able to comply with the require- 
ments applicable with respect to the taxes imposed by this chapter, the 
Secretary or his delegate shall give such organization not less than 60 
days’ advance notice in writing that the period covered by such certificate 
will terminate at the end of the calendar quarter specified in such notice. 
Such notice of termination may be revoked by the Secretary or his delegate 
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by giving, prior to the close of the calendar quarter specified in the notice 
of termination, written notice of such revocation to the organization. No 
notice of termination or of revocation thereof shall be given under this 
paragraph to an organization without the prior concurrence of the Secretary 
of Health, Education, and Welfare. 

(3) No RENEWAL OF WAIVER.—In the event the period covered by a cer- 
tificate filed pursuant to this subsection or the corresponding subsection 
of prior law is terminated by the organization, no certificate may again be 
filed by such organization pursuant to this subsection. 

(1) AGREEMENTS ENTERED INtTo By DoMeEstICc CorPORATIONS WitH RESPECT TO 
ForEIGN SUBSIDIARIES.— 

(1) AGREEMENT WITH RESPECT TO CERTAIN EMPLOYEES OF FOREIGN SUB- 
SIDIARIES.—The Secretary or his delegate shall, at the request of any do- 
mestic corporation, enter into an agreement (in such form and manner as 
may be prescribed by the Secretary or his delegate) with any such corpora- 
tion which desires to have the insurance system established by title II of the 
Social Security Act extended to service performed outside the United 
States in the employ of any one or more of its foreign subsidiaries (as de- 
fined in paragraph (8)) by all employees who are citizens of the United 
States, except that the agreement shall not be applicable to any service 
performed by, or remuneration paid to, an employee if such service or remu- 
neration would be excluded from the term “employment” or “wages,” as de- 
fined in this section, had the service been performed in the United States. 
Such agreement may be amended at any time so as to be made applicable, 
in the same manner and under the same conditions, with respect to any 
other foreign subsidiary of such domestic corporation. Such agreement 
shall be applicable with respect to citizens of the United States who, on 
or after the effective date of the agreement, are employees of and perform 
services outside the United States, for any foreign subsidiary specified in the 
agreement. Such agreement shall provide— 

(A) that the domestic corporation shall pay to the Secretary or his 
delegate, at such time or times as the Secretary or his delegate may 
by regulations prescribe, amounts equivalent to the sum of the taxes 
which would be imposed by sections 3101 and 3111 (including amounts 
equivalent to the interest, additions to the taxes, additional amounts, 
and penalties which would be applicable) with respect to the remunera- 
tion which would be wages if the services covered by the agreement 
constituted employment as defined in this section ; and 

(B) that the domestic corporation will comply with such regu- 
lations relating to payments and reports as the Secretary or his dele- 
gate may prescribe to carry out the purposes of this subsection. 

(2) EFFECTIVE PERIOD OF AGREEMENT.—An agreement entered into pursuant 
to paragraph (1) shall be in effect for the period beginning with the first day 
of the calendar quarter in which such agreement is entered into or the first 
day of the succeeding calendar quarter, as may be specified in the agreement, 
but in no case prior to January 1, 1955; except that in case such agreement is 
amended to include the services performed for any other subsidiary and such 
amendment is executed after the first month following the first calendar quar- 
ter for which the agreement is in effect, the agreement shall be in effect with 
respect to service performed for such other subsidiary only after the calendar 
quarter in which such amendment is executed. 

(3) TERMINATION OF PERIOD BY A DOMESTIC CORPORATION.—The period for which 
an agreement entered into pursuant to paragraph (1) of this subsection is ef- 
fective may be terminated with respect to any one or more of its foreign sub- 
sidaries by the domestic corporation, effective at the end of a calendar quarter, 
upon giving two years’ advance notice in writing, but only if, at the time of the 
receipt of such notice, the agreement has been in effect for a period of not less 
than eight years. The notice of termination may be revoked by the domestic 
corporation by giving, prior to the close of the calendar quarter specified in the 
notice of termination, a written notice of such revccation. Notice of termina- 
tion or revocation thereof shall be filed in such form and manner as may be 
prescribed by regulations. Notwithstanding any other provision of this sub- 
section, the period for which any such agreement is effective with respect to any 
foreign corporation shall terminate at the end of any calendar quarter in which 
the foreign corporation, at any time in such quarter, ceases to be a foreign sub- 
sidiary as defined in paragraph (8). 
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(4) TERMINATION OF PERIOD BY SECRETARY.—If the Secretary or his delegate 
finds that any domestic corporation which entered into an agreement pursuant to 
this subsection has failed to comply substantially with the terms of such agree- 
ment, the Secretary or his delegate shall give such domestic corporation not less 
than sixty days’ advance notice in writing that the period covered by such 
agreement will terminate at the end of the calendar quarter specified in such 
notice. Such notice of termination may be revoked by the Secretary or his dele- 
gate by giving, prior to the close of the calendar quarter specified in the notice 
of termination, written notice of such revocation to the domestic corporation. 
No notice of termination or of revocation thereof shall be given under this para- 
graph to a domestic corporation without the prior concurrence of the Secretary 
of Health, Education, and Welfare. 

(5) No RENEWAL OF AGREEMENT.—-If any agreement entered into pursuant to 
paragraph (1) of this subsection is terminated in its entirety (A) by a notice 
of termination filed by the domestic corporation pursuant to paragraph (3). or 
(B) by a notice of termination given by the Secretary or his delegate pursuant 
to paragraph (4), the domestic corporation may not again enter into an axree- 
ment pursuant to paragraph (1). If any such agreement is terminated with 
respect to any foreign subsidiary, such agreement may not thereafter be amended 
so as again to make it applicable with respect to such subsidiary. 

(6) Deposits IN TRUST FUND.—For purposes of section 201 of the Social 
Security Act, relating to appropriations to the Federal Old-Age and Survivors 
Insurance Trust Fund, such remnneration— 

(A) paid for services covered hy an agreement entered into pursuant to 
paragraph (1) as would be wages if the services constituted employment, 
and 

(B) as is reported to the Secretary or his delegate pursuant to the provi- 
sions of such agreement or of the regulations issued under this subsection, 

shall be considered wages subject to the taxes imposed by this chapter. 

(7) OvERPAYMENTS AND UNDERPAYMENTS,— 

(A) If more or less than the correct amount due under an agreement 
entered into pursuant to this subsection is paid with respect to any payment 
of remuneration, proper adjustments with respect to the amounts due under 
such agreement shall be made, without interest, in such manner and at 
such times as may be required by regulations prescribed by the Secretary or 
his delegate. 

(B) If an overpayment cannot be adjusted under subparagraph (A), the 
amount thereof shall be paid by the Secretary or his delegate, through the 
Fiscal Service of the Treasury Department, but only if a claim for such 
overpayment is filed with the Secretary or his delegate within two years 
from the time such overpayment was made. 

(8) DEFINITION OF FOREIGN SURSIDIARY.—For purposes of this subsection and 
section 210 (a) of the Social Security Act, a foreign subsidiary of a domestic 
corporation is— 

(A) a foreign corporation more than 50 percent of the voting stock of 
which is owned by such domestic corporation ; or 

(B) a foreign corporation more than 50 percent of the voting stock of 
which is owned by the foreign corporation described in subparagraph (A). 

(9) DoMESTIC CORPORATION AS SEPARATE ENTITY.—Each domestic corporation 
which enters into an agreement pursuant to paragraph (1) of this subsection 
shall, for purposes of this subsection and section 6413 (ce) (2) (C), relating to 
special refunds in the case of employees of certain foreign corporations, be con- 
sidered an employer in its capacity as a party to such agreement separate und 
distinct from its identity as a person employing individuals on its own account. 

(10) ReeuLations.—Regulations of the Secretary or his delegate to carry out 
the purposes of this subsection shall be designed to make the requirements 
imposed on domestic corporations with respect to services covered by an agree- 
ment entered into pursuant to this subsection the same, so far as practicable, as 
those imposed upon employers pursuant to this title with respect to the taxes 
imposed by this chapter. 

(m) Service tn rH& Uniroruep Services.—For purposes of this chanter— 

(1) Inetusion or service.—The term “employment” shall, notwithstanding 
the provisions of subsection (b) of this section, include service performed after 
December 1955, by an individual as a member of a uniformed service on active 
duty; but such term shall not include any such service which is performed while 
on leave without pay. 
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(2) ‘Acrive pury.—The term “active duty” means ‘active duty’’ as defined 
in section 102 of the Servicemen’s and Veterans’ Survivor Benefits Act, except 
that it shall also include “‘active duty for training’ as defined in such section. 

(3) Inactive pury PRrainine.—The term “‘inactive duly training” means 
“inactive duly training’ as defined in such section 102. 

(n) MemBer or 4 Unirormep Service.—For purposes of this chapter, the term 
“member of a uniformed service’’ means any person appointed, enlisted, or inducted 
in a component of the Army, Navy, Air Force, Marine Corps, or Coast Guard (in- 
cluding a reserve component of a uniformed service as defined in section 101 (3) of the 
Servicemen’s and Veterans’ Survivor Benefits Act), or in one of those services without 
specification of component, or as a commissioned officer of the Coast and Geodetie 
Torey or the Regular or Reserve Corps of the Public Health Service, and any person 
serving in the Army or Air Force under call or conscription. The term includes— 
The term does not include a temporary member of the Coast Guard Reserve. 

(1) a retired member of any of those services; 

(2) a member of the Fleet Reserve or Fleet Marine Corps Reserve; 

(3) a cadet at the United States Military Academy, a midshipman at the 
United States Naval Academy, and a cadet at the United States Coast Guard 
Academy or United States Air Force Academy; 

(4) a member of the Reserve Officers’ Training Corps, the Naval Reserve 
Officers’ Training Corps, or the Air Force Reserve Officers’ Training Corps, 
when ordered to annual training duty for fourteen days or more, and while 
performing authorized travel to and from that duty; and 

(6) any person while en roule to or from, or at, a place for final acceptance 
or for entry upon active duty in the military or naval service— 

(A) who has been provisionally accepied for such duty; or 
(B) who, under the Universal Military Training and Service Act, has 
been selected for active military or naval service; 
and has been ordered or directed to proceed to such place. 


The term does not include a temporary member of the Coast Guard Reserve. 
SEC. 3122. FEDERAL SERVICE 


In the case of the taxes imposed by this chapter with respect to service per- 
formed in the employ of the United States or in the employ of any instrumentality 
which is wholly owned by the United States, including service, performed as a 
member of a uniformed service, to which the provisions of section 3121 (m) (1) 
are applicable, the determination whether an individual has performed service 
which constitutes employment as defined in section 3121 (b), the determination 
of the amount of remuneration for such service which constitutes wages as 
defined in section 3121 (a), and the return and payment of the taxes imposed by 
this chapter, shall be made by the head of the Federal agency or instrumentality 
having the control of such service, or by such agents as such head may designate. 
The person making such return may, for convenience of administration, make 
payments of the tax imposed under section 3111 with respect to such service 
without regard to the $4,200 limitation in section 3121 (a) (1), and he shall 
not be required to obtain a refund of the tax paid under section 3111 on that 
part of the remuneration not included in wages by reason of section 3121 (a) (1). 
Payments of the tax imposed under section 3111 with respect to service, performed 
by an individual as a member of a uniformed service, to which the provisions of 
section 3121 (m) (1) are applicable, shall be made from appropriations avail- 
able for the pay of members of such uniformed service. The provisions of this 
section shall be applicable in the case of service performed by a civilian employee, 
not compensated from funds appropriated by the Congress, in the Army and Air 
Force Exchange Service, Army and Air Force Motion Picture Service, Navy 
Exchanges, Marine Corps Exchanges, or other activities, conducted by an instru- 
mentality of the United States subject to the jurisdiction of the Secretary of 
Defense, at installations of the Department of Defense for the comfort, pleasure, 
contentment, and mental and physical improvement of personnel of such Depart- 
ment; and for purposes of this section the Secretary of Defense shall be deemed 
to be the head of such instrumentality. The provisions of this subsection shall 
be applicable also in the case of service performed by a civilian employee, not 
compensated from funds appropriated by the Congress, in the Coast Guard Ex- 
changes or other activities, conducted by an instrumentality of the United States 
subject to the jurisdiction of the Secretary, at installations of the Coast Guard 
for the comfort, pleasure, contentment, and mental and physical improvement of 
personnel of the Coast Guard; and for purposes of this subsection the Secretary 
shall be deemed to be the head of such instrumentality. 

6 2 % * & s a 
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Suppart C—INFoRMATION REGARDING Waaes Pap EMPLOYEES 


SEC. 6051. RECEIPTS FOR EMPLOYEES. 
* a * a * e e 


[(b) Specran Rute as To COMPENSATION OF MEMBERS OF ARMED Forces.—In the 
ease of compensation paid for service as a member of the Armed Forces, the 
statement shall show, as wages paid during the calendar year, the amount of 
such compensation paid during the calendar year which is not excluded from 
gross income under chapter 1 (whether or not such compensation constituted 
wages as defined in section 3401 (a)); such statement to be furnished if any 
tax was withheld during the calendar year or if any of the compensation paid 
is includible under chapter 1 in gross income.] 

(b) Specrat Rote as ro CoMPENSATION oF Memepers oF THE UNiFoRMED 
Services.—lIn the case of compensation paid for service as a member of the Armed 
Forces, the statement required by subsection (a) shall be furnished if any tar was 
withheld during the calendar year under section 8402, or if any of the compensation 
paid during such year is includible in gross income under chapter 1, or if during the 
calendar year any amount was requtred to be withheld as tar under section 8101. In 
lieu of the amounts required to be shown by paragraphs (3) and (5), respectively, of 
subsection (a), such statement shall show as wages paid during the calendar year (1) 
the amount of such compensation paid during the calendar year which is not excluded 
Jrom gross income under chapter 1 (whether or not such compensation constituted 
wages as defined in section 3401 (a)), and (2) the total amount of wages as defined in 
section 3121 (a), computed in accordance with such section and section 8121 (%) (2) 





NATIONAL SERVICE LIFE INSURANCE ACT OF 1940 


* > * * * . . 


Src. 620. Any person who is released from active service under other than 
dishonorable conditions on or after the date of enactment of the Insurance Act 
of 1951, and is found by the Administrator to be suffering from a disability or 
disabilities for which compensation would be payable if 10 per centuim or more 
in degree and except for which such person would be insurable according to the 
standards established by the Administrator for qualifying under the good health 
provisions of this Act, as amended, shall, upon application in writing made within 
one year from the date service connection of such disability is determined by 
the Veterans’ Administration and payment of premiums as provided in this Act, 
as amended, be granted insurance by the United States against the death of 
such person occurring while such insurance is in force: Provided, That insur- 
ance granted under this section shall be issued upon the same terms and condi- 
tions as are contained in the standard policies of national service life insurance 
except (1) the premium rates for such insurance shall be based on the Commis- 
sioners 1941 Standard Ordinary Table of Mortality and interest at the rate 
of 24% per centum per annum; (2) all cash, loan, paid-up, and extended values 
shall be based upon the Commissioners 1941 Standard Ordinary Table of Mor- 
tality and interest at the rate of 214 per centum per annum; (3) all settlements 
on policies involving annuities shall be calculated on the basis of The Annuity 
Table for 1949, and interest at the rate of 244 per centum per annum; (4) in- 
surance granted under the provisions of this section shall be on a nonparticipat- 
ing basis and all premiums and other collections therefor shall be credited directly 
to a revolving fund in the Treasury of the United States, and any payments on 
such insurance shall be made directly from such fund. Appropriations to such 
fund are hereby authorized. Except as herein provided, the provisions of this 
Act other than those contained in section 621 shall be for application to such in- 
surance: Provided, That as to insurance issued under this section waiver of 
premiums pursuant to section 602 (n) shall not be denied on the ground that the 
service-connected disability became total prior to the effective date of such in- 
surance. [All persons granted indemnity protection under section 2 of the 
Servicemen’s Indemnity Act of 1951 shall be deemed to be in the active service 
for the purpose of applying for insurance under this section: Provided, That as 
to persons incurring disability under the conditions stated in the last proviso 
of section 2 of the Servicemen’s Indemnity Act of 1951, application for insurance 
must be filed within one year after the incurrence of such disability.] Any mem- 
ber of a uniformed service (as that term is defined in section 102 of the Service- 
men’s and Veterans’ Survivor Benefits Act) while on active duty, active duty for 
training, or inactive duty training (as those terms are defined in such section) 
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shall be deemed to be in the active service for the purpose of applying for insur- 
ance under this section; however, as to persons incurring a disability under the 
conditions provided in section 102 (11) (BE) of such Act, application for insur- 
ance must be filed under this section within one year after the incurrence of such 
disability. 

Sec. 621. (a) Any person entitled to indemnity protection under section 2 of 
the Servicemen’s Indemnity Act of 1951 who is ordered into active service for 
a period exceeding thirty days, shall, upon application in writing made within 
one hundred and twenty days after separation from such active service and 
payment of premiums as hereinafter provided, and without medical examina- 
tion, be granted insurance by the United States against the death of such person 
occurring while such insurance is in foree. Insurance granted under this sec- 
tion shall be issued upon the same terms and conditions as are contained in the 
standard policies of national service life insurance on the five-year level pre- 
mium term plan except (1) such insurance may not be exchanged for or con- 
verted to insurance on any other plan; (2) the premium rates for such insurance 
shall be based on the Commissioners 1941 Standard Ordinary Table of Mortality 
and interest at the rate of 2144 per centum per annum; (3) all settlements on 
policies involving annuities shall be calculated on the basis of The Annuity 
Table for 1949, and interest at the rate of 24% per centum per annum; (4) 
insurance issued hereunder shall be on a nonparticipating basis and all premiums 
and other collections therefor shall be credited to a revolving fund in the 
Treasury of the United States and the payments on such term insurance shall 
be made directly from such fund. Appropriations to such fund are hereby 
authorized. 

(b) The Administrator is authorized to invest in, and the Secretary of the 
Treasury is authorized to sell and retire, special interest-bearing obligations of 
the United States for the account of the revolving fund with a maturity date 
as may be agreed upon by the Administrator and Secretary: Provided, That the 
rate of interest on such obligations shall be fixed by the Secretary of the Treasury 
at a rate not exceeding the average interest rate on all marketable obligations 
of the United States Treasury outstanding as of the end of the month preceding 
the date of issue of this special obligation. 

(c) No insurance shall be granted to any person under this section on or after 
January 1, 1956, unless prior to such date an acceptable application accompanied 
by proper and valid remittances or authorizations for the payment of premiums 
(1) was received ‘by the Veterans’ Administration, (2) was placed in the mails 
properly directed to the Veterans’ Administration, or (8) was delivered to an 
authorized representative of any of the uniformed services. 

Sec. 622. (a) After the date of enactment of this section, any person while 
in active service for a continuous period in excess of thirty days who is insured 
under national service life insurance or United States Government life insurance 
shall be entitled, upon written application, to a waiver of all premiums on five- 
year level premium term insurance and that portion of any permanent insurance 
premiums representing the cost of the pure insurance risk, as determined by the 
Administrator, becoming due after the first day of the second calendar month 
following the date of enactment of this section, or the first day of the second 
ealendar month following entry into active service, whichever is the later date, 
and during the remainder of such continuous active service and 120 days there- 
after: Provided, That no premium shall be waived under this section for any 
period prior to the date of application therefor: Provided, That if the term of 
any five-year level premium term insurance on which premiums have been waived 
under this section expires while the insured is in active service, such term shall 
be automatically renewed for an additional five-year period and the premiums 
due at the then attained age shall be waived as provided above: Provided fur- 
ther, That the election by an insured of the premium waiver benefits of this sec- 
tion shall thereby render his contract of insurance nonparticipating during the 
period such premium waiver is in effect: Provided further, That whenever bene- 
fits under such insurance become payable because of the maturity of such policy 
of insurance while the insured is in active service or within one hundred and 
twenty days thereafter, liability for payment of such benefits shall be borne by 
the United States in an amount which, when added to any reserve of the policy 
at the time of maturity, will equal the then value of such benefits under such 
Policy. Where life contingencies are involved in the calculation of the value of 
such benefits, the calculation of such liability or liabilities shall be based upon 
such mortality table or tables as the Administrator may prescribe with interest 
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at the rate of 24% per centuin per annum as to insurance issued under sections 
620 and 621, at the rate of 3 per centum per annum as to other national service 
life insurance, and 344 per centum per annum as to United States Government 
life insurance. The Administrator is authorized and directed to transfer from 
time to time from the national service life insurance appropriation to the Na- 
tional Service Life Insurance Fund and from the military and naval insurance 
appropriation to the United States Government Life Insurance Fund such sums 
as may be necessary to carry out the provisions of this section. 

(b) No application may be made after December 31, 1955, for waiver of pre- 
miums under this section. 

See. 623. (a) Any person in active service on January 1, 1956, who surrendered 
a policy of national service life insurance or United States Government life 
insurance on a permanent plan for its cash value while in the active service on or 
after April 25, 1951, and prior to January 1, 1956, may, upon application in writ- 
ing made within one hundred and twenty days after separation from active serv- 
tice, be granted, without medicat examination, permanent plan insurance on the 
same plan not in excess of the amount surrendered for cash, or may reinstate such 
surrendered insurance upon payment of the required reserve and the premium 
for the current month. Waiver of premiums under this Act shall not be denied 
in any case of issue or reinstatement of insurance on a permanent plan under this 
section in which it is shown to the satisfaction of the Administrator that total 
disability of the applicant commenced prior to the date of application. 

(b) Any person in the active service on January 1, 1956, who had United States 
Government life insurance or national service life insurance on the five-year level 
premium term plan, the term of which expired while he was in the active service 
after April 25, 1951, and prior to January 1, 1956, shall, upon application made 
within one hundred und twenty days after separation from active service, pay- 
ment of premiums, and evidence of good health satisfactory to the Administrator, 
be granted an equivalent amount of insurance on the five-year level premium term 
plan at the premium rate for his then attained age. 

(c) Persons deemed to be in the active service for the purposes of section 5 of 
the Servicemen’s indemnity Act of 1951 shall be deemed to be in the active service 
for the purposes of this section. The repeal of such Act shall not affect the in- 
surance rights provided in section 5 thereof (except the first sentence) of any 
person separated from the service prior to January 1, 1956, whose one-hundred- 
and-twenty-day period specified in such section has not expired. 





SECTION 212 OF PUBLIC HEALTH SERVICE ACT, AS AMENDED 
MILITARY BENEFITS 


[Sec. 212. (a) For the purposes of this section— 

((1) the term “full military benefits” means all rights, privileges, im- 
munities, and benefits provided under any law of the United States in the 
case of commissioned ollicers of the Army (including their surviving bene- 
ficiaries) on account of active military service, including, but not limited to, 
six months’ pay in case of death, veterans’ compensation and pensions and 
other veterans’ benefits, the rights provided under the Soldiers’ and Sailors’ 
Civil Relief Act, as amended, and under the National Service Life Insurance 
Act, as amended, travel allowances, including per diem allowances for travel 
without regard to repeated travel between two or more places in the same 
vicinity, exemption from payment of postage on mail, exemption of certain 
pay from Federal income taxation, and other benefits, privileges and excep- 
tions under the Internal Revenue laws; excluding, however, retired pay, 
uniform allowances, the right to be awarded military ribbons, medals, and 
decorations, and the benefits of the Mustering-out Payment Act of 1944, and 
excluding reemployment rights with respect to any commissioned officer of 
the Service except officers of the Reserve Corps called to active duty after 
November 11, 1943; and 

((2) the term “limited military benefits” means full military benefits, 
except veterans’ compensation and pensions and other veterans’ benetits, 
and eligibility under the National Service Life Insurance Act, as amended, 

{(b) Commissioned officers of the Service (including their surviving bene 
ficiaries)— 
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(1) shall be entitled to limited military benefits with respect to all active 
service in time of war; 

(2) shall be entitled to full military benefits with respect to active serv- 
ice performed while detailed for duty with the Army, Navy, or Coast Guard; 

(£(3) shall be entitled to full military benefits with respect to active serv- 
ice outside the continental limits of the United States, or in Alaska, in time 
of war; 

(4) shall be entitled to full military benefits with respect to active service 
performed while the Service is part of the military forces of the United States 
pursuant to executive order of the President. 

(c) The authority vested by law in the War Department, the Secretary of War, 
or other officers of the War Department with respect to rights, privileges, immu- 
nities, and benefits referred to in subsection (a) shall be exercised, with respect to 
commissioned officers of the Service, by the Surgeon General under the supervision 
and direction of the Administrator. 

Sec. 212 (a) Except as provided in subsection (b), commissioned officers of the 
Service and their surviving beneficiaries shail, with respect to active service performed 
by such officers— 

(1) tn time of war; 

(2) on detail for duty with the Army, Navy, Air Force, Marine Corps, or 
Coast Guard; or 

(3) while the Service is part of the military forces of the United States pursuant 
to executive order of the President; 

be entitled to all rights, privileges, immunities, and benefits now or hereafter provided 
under any law of the United States in the case of commissioned officers of the Army or 
their surviving beneficiaries on account of active military service, except retired pay 
and uniform allowances 

{(d)] (6) The President may prescribe the conditions under which commis- 
sioned officers of the Service may be awarded military ribbons, medals, and 
decorations 

(c) The authority vested by law in the Department of the Army, the Secretary of 
the Army, or other officers of the Department of the Army with respect to rights, 
privileges, immunities, and benefits referred to in subsection (a) shall be exercised, 
with respect to commissioned officers of the Service, by the Surgeon General. 

(d) Active service of commissioned officers of the Service shall be deemed to be 


active military service in the Armed Forces of the United States for the purposes of 
all laws administered by the Veterans’ Administration (except the Servicemen’s In- 
demnity Act of 1951) and section 217 of the Social Security Act. 


SECTION 2 OF THE FEDERAL EMPLOYEES’ GROUP LIFE INSURANCE 
ACT OF 1954 


Sec. 2. (a) Except as provided in (b) of this section, each appointive or 
elective officer or employee (hereinafter called employee) in or under the 
executive, judicial, or legislative branch of the United States Government, includ- 
ing a Government owned or controlled corporation (but not including any 
corporation under the supervision of the Farm Credit Administration of which 
corporation any member of the board of directors is elected or appointed by 
private interests), and of the municipal government of the District of Columbia 
shall, at such time and under such conditions of eligibility as the Civil Service 
Commission (hereinafter called the Commission) may by regulation prescribe, 
come within the purview of this Act. Such regulations may provide for the 
exclusion of employees on the basis of the nature and type of employment or 
conditions pertaining thereto such as, but not limited to, short term appointments, 
seasonal or intermittent employment, part-time employment, and employment of 
like nature, and shall be issued only after consultation with the head of the 
department, establishment, agency, or other employing authority concerned: 
Provided, That no employee or group of employees shal] be excinded solely on 
the basis of the hazardous nature of employment. 

(b) This Act shall not apply to noncitizen employees whose permanent duty 
station is locuted outside a State of the United States or the District of 
Columbia{, nor shall it apply to commissioned officers and enlisted personnel on 
active duty in or with the Army, Navy, Air Force, Murine Corps, or Coast Guard 
of the United States, who have indemnity coverage under the Servicemen’s 
Indemnity Act of 1951 (65 Stat. 33) J. 
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(c) No person shall acquire insurance coverage under this Act by virtue of 
his status as a member of a uniformed service. The insurance granted to any 
employee under this Act (1) shall cease (except for a thirty-one day extension 
of life insurance coverage) on the day immediately prior to his entry on active 
duty or active duty for training, unless the period of such duty is covered by 
military leave with pay from a civilian position, and (2) shall not cease during 
any period of inactive duty training. The terms used in this subsection shall 
have the meanings assigned to them by section 102 of the Servicemen’s and Vet- 
erans’ Survivor Benefits Act. 





SECOND SENTENCE OF SECOND PARAGRAPH OF SECTION 16 OF THE 
ACT OF MAY 22, 1917 


{While actually employed in active service under direct orders of the War 
Department or of the Navy Department members of the Coast and Geodetic 
Survey shall receive the benefit of all provisions of laws relating to disability 
incurred in line of duty or loss of life] Active service of commissioned officers 
of the Coast and Geodetic Survey shall be deemed to be active military service for 
the purposes of all laws administered by the Veterans’ Administration (except 
the Servicemen's Indemnity Act of 1951) and section 217 of the Social Security 
Act, and for the purposes of section 210 of the Social Security Act as in effect 
prior to the Social Security Act Amendments of 1950. 


SECTION 40(b) OF THE FEDERAL EMPLOYEES’ COMPENSATION ACT 


(b) The term “employee” includes (1) all civil officers and employees of all 
branches of the Government of the United States (including officers and em- 
ployees of instrumentalities of the United States wholly owned by the United 
States, but excluding commissioned officers of the Regular Corps of the Publio 
Health Service, commissioned officers in the Reserve Corps of the Public Health 
Service on active duty, and commissioned officers of the Coast and Geodetio 
Survey) ; €(2) commissioned officers of the Regular Corps of the Public Health 
Service; (3) officers in the Reserve of the Public Health Service on active duty; 
(4)] (2) persons rendering personal services of a kind similar to those of civilian 
officers or employees of the United States to any department, independent estab- 
lishment, or agency thereof (including instrumentalities of the United States 
wholly owned by it), without compensation or for nominal compensation, in 
any case in which acceptance or use of such services is authorized by an Act 
of Congress or in which provision is made by law for payment of the travel or 
other expenses of such person; and [(5)] (3) persons, other than independent 
contractors and their employees, employed on the Menominee Indian Reservation 
in the State of Wisconsin, subsequent to September 7, 1916, in operations con- 
ducted pursuant to the Act entitled “An Act to authorize the cutting of timber, 
the manufacture and sale of lumber, and the preservation of the forests on the 
Menominee Indian Reservation in the State of Wisconsin’, approved March 28, 
1908, as amended, or any other Act relating to tribal timber and logging opera- 
tions on the Menominee Reservation. 


SECTION 304 OF THE NAVAL RESERVE ACT OF 1938 


Sec. 304. [If in time of peace any member of the Naval Reserve is physically 
injured in the line of duty while performing active military or naval service, or 
dies as the result of such physical injury, he or his beneficiaries shall be entitled 
to all the benefits prescribed by law for civil employees of the United States who 
are physically injured in the line of duty or who die as a result thereof, and the 
United States Employees’ Compensation Commission shall have jurisdiction in 
such cases and shall perform the same duties with reference thereto as in the 
eases of civil employees of the United States so disabled: Provided, That where 
a person who is eligible for the benefits prescribed by this section is also eligible 
for pension under the provisions of the Act of June 23, 1937, entitled “An Act 
to amend the provisions of the pension laws for peacetime service to include 
Reserve officers and members of the enlisted Reserves” (50 Stat. 305), he shall 
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elect which benefit he shall receive, and for the purposes of this section and of 
said Act all members of the Naval Reserve shall be considered as performing 
active military or naval service while performing active duty with or without 
pay, training duty with or without pay, drills, equivalent instruction or duty, 
appropriate duty, or other prescribed duty, or while performing authorized 
travel to or from such duties: Provided further, That for the purpose of deter- 
mining the benefits to which entitled under the provisions of this section Naval 
Reservists so physically injured while performing the foregoing duties in a non- 
pay status will be held and considered as receiving the pay and allowances they 
would have received if in a pay status: Provided further, That] (a) In time of 
peace Naval Reservists who become ill or contract disease in line of duty during 
the performance of active duty or training duty with or without pay shall be 
entitled, at Goverrment expense, to such medical, hospital, or other treatment as 
is necessary for the appropriate treatment of such illness or disease until the 
disability resulting from such illness or disease cannot be materially improved 
by hospitalization or treatment, and to the necessary transportation and sub- 
sistence incident to such medical and hospital treatment and return to their 
homes when discharged therefrom: Provided further, That no treatment or hos- 
pitalization for such illness or disease shall be continued for more than ten 
weeks following discharge from active or training duty except on the approved 
recommendation of a board of medical survey, consisting of one or more medical 
officers of the Navy or on authorization of the Surgeon General of the Navy 
based on the certificate of a reputable physician that the illness or disease is a 
continuation of the illness or disease which was sustained or contracted during 
the period of active or training duty and that further benefit will result from 
continued treatment: Provided further, That any member of the Naval Reserve 
performing active duty with or without pay for periods of thirty days or less, 
training duty with or without pay, drills, equivalent instruction or duty, appro- 
priate duty, or prescribed duty, or while performing authorized travel to or 
from such duties, prior to the official termination of World War II, shall be 
entitled to all the benefits provided by this section to members of the Naval 
Reserve in time of peace: And provided further, That in no case shall sickness 
or disease be regarded as an injury within the meaning of this section relating 
to the Naval Reserve. 

(b) For the purposes of paragraph I (a) of part II of Veterans Regulation 
Numbered 1 (a), all members of the Naval Reserve shall be considered as per- 
forming active military or naval service when injured while performing active 
duty with or without pay, training duty with or without pay, drills, equivalent 
instruction or duty, appropriate duty, or other prescribed duty, or while per- 
forming authorized travel to or from such duties, 


SECTION 2 OF THE ACT OF AUGUST 12, 1935 


Sec. 2. Whoever, being a guardian, curator, conservator, committee, or person 
legally vested with the responsibility or care of a claimant or his estate, or 
any other person having charge and custody in a fiduciary capacity of money 
paid under the War Risk Insurance Act, as amended, the World War Veterans’ 
Act, 1924, as amended, the Emergency Officers’ Retirement Act, as amended, 
the World War Adjusted Compensation Act, as amended, the pension laws in 
effect prior to March 20, 1933, Public Law Numbered 2, Seventy-third Congress, 
as amended, Public Law Numbered 484, Seventy-third Congress, the Servicemen’s 
and Veterans’ Survivor Benefits Act, or under any Act or Acts amendatory of such 
Acts, for the benefit of any ininor, incompetent, or other beneficiary, shall lend, 
borrow, pledge, hypothecate, use, or exchange for other funds or property, 
except as authorized by law, or embezzle or in any manner misappropriate 
any such money or property derived therefrom in whole or in part and coming 
into his control in any manner whatever in the execution of his trust, or under 
color of his office or service as such fiduciary, shall be fined not exceeding $2,000 
or imprisoned for a term not exceeding five years, or both. Any willful negiect 
or refusal to make and file proper accvuntings or reports concerning such money 
or property as required by law, shall be taken to be sufficient evidence, prima 
facie, of such embezzlement or misappropriation. Section 505 of the World 
War Veterans’ Act, 1924, section 16 of Public Law Numbered 2, Seventy-third 
Congress, and section 4783 of the Revised Statutes are hereby repealed; but any 
offense committed before the enactment of this Act may be prosecuted and 
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punishment may be inflicted in accordance with the terms of said sections 
notwithstanding the repeal of said sections. 





WORLD WAR VETERANS’ ACT, 1924 


Sec. 21. (1) Where any payment of compensation, dependency and indemnity 
compensation, adjusted compensation, pension, emergency officers’ retirement 
pay, or insurance under any Act administered by the Veterans’ Administration 
is to be made to a minor, other than a person in the military or naval forces of 
the United States, or to a person mentally incompetent, or under other legal dis- 
ability adjudged by a court of competent jurisdiction, such payment may be 
made to the person who is constituted guardian, curator, or conservator by the 
laws of the State of residence of claimant, or is otherwise legally vested with the 
care of the claimant, or his estate: Provided, That where in the opinion of the 
Administator any guardian, curator, conservator, or other person is acting as 
fiduciary in such a number of cases as to make it impracticable to conserve prop- 
erly the estates or to supervise the persons of the wards, the Administrator is 
hereby authorized to refuse to make future payments in such cases as he may 
deem proper: Provided further, That prior to receipt of notice by the Veterans’ 
Administration that any such person is under such other legal disability adjudged 
by some court of competent jurisdiction, payment may be made to such person 
direct: Provided further, That where no guardian, curator, or conservator of the 
person under a legal disability has been appointed under the laws of the State 
of residence of the claimant, the Administrator shall determine the person who 
is otherwise legally vested with the care of the claimant or his estate. 

= . 2 me + s e 


(3) All or any part of the compensation, dependency and indemnity compen- 
sation, pension, emergency officers’ retirement pay, or insurance the payment of 
which is suspended or withheld under this section may, in the discretion of the 
Administrator, be paid temporarily to the person having custody and control of 
the incompetent or minor beneficiary to be used solely for the benefit of such 
beneficiary, or in the case of an incompetent veteran, may be apportioned to the 
dependent or dependents, if any, of such veteran. 

- a « * * _ e 


Sec. 201. [That if death results from injury—] If death occurs prior to Janu- 
ary 1. 1956, and results from injury— 

If the deceased leaves a widow or child, or if he leaves a mother or father 
either or both dependent upon him for support, the monthly compensation shall 
be the following amounts: 

(a) If there is a widow but no child, $30. 

(b) If there is a widow and one child, $40, with $6 for each additional child. 

(c) If there is no widow, but one child, $20. 

(d) If there is no widow, but two children, $30. 

(e) If there is no widow, but three children, $40, with $5 for each additional 
child. 

(f) If there is a dependent mother (or dependent father), $20, or both, $30. 
The amount payable under this subdivision shall not exceed the difference be- 
tween the total amount payable to the widow and children and the sum of $75: 
Provided, That in case there is both a dependent mother and a dependent father, 
the amount payable to them shall not be less than $20. Such compensation shall 
be payable, whether the dependency of the father or mother or both arises before 
or after the death of the person: Provided, That the status of dependency shall 
be determined as of the first day of each year, and the director is authorized to 
require a submission of such proof of dependency as he, in his discretion, may 
deem necessary: Provided further, That upon refusal or neglect of the claimant 
or claimants to supply such proof of dependency in a reasonable time the pay- 
ment of compensation shall be suspended or discontinued. 





PARAGRAPH WHICH BEGINS “ARMY OF THE PHILIPPINES,” UNDER 
HEADING “TRANSFER OF APPROPRIATIONS” IN THE ACT OF FEB- 
RUARY 18, 1946 


Army of the Philippines: * * * Provided, That service in the organized mill- 
tary forces of the Government of the Commonwealth of the Philippines, while 
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such forces were in the service of tie armed forces of the United States pursuant 
to the military order of the President of the United States dated July 26, 1941, 
shall not be deemed to be or to have been service in the military or naval forees 
of the United States or any component thereof for the purposes of any law of 
the United States conferring rights, privileges, or benefits upon any person by 
reason of the service of such person or the service of any other person in the 
military or naval forces of the United States or any component thereof, except 
benefits under (1) the National Service Life Insurance Act of 1940, as amended, 
under contracts heretofore entered into, and (2) laws administered by the Vet- 
erans’ Administration providing for the payment of [pensions] compensation 
or dependency and indemnity compensation on account of service-connected dis- 
ability or death: Provided further, That such [pensions] compensation or de- 
pendency and indemnity compensation shall be paid at the rate of one Philippine 
peso for each dollar authorized to be paid under the laws providing for such 
[pensions] compensation or dependency and indemnity compensation, and where 
annual income is a factor in entitlement to benefits, the dollar limitations in 
ihe laws specifying such annual income shall apply at the rate of one Philippine 
peso for each dollar: Provided further, That any payments heretofore made 
under any such law to or with respect to any member of the military forces of 
the Government of the Commonwealth of the Philippines who served in the 
service of the armed forces of the United States shall not be deemed to be invalid 
by reason of the circumstances that his service was not service in the military 
or naval forces of the United States or any component thereof within the meaning 
of such law. 


PARAGRAPH BEGINNING “FINANCE SERVICE, ARMY,” UNDER TITLE II 
OF THE ACT OF MAY 27, 1946 


TITLE [I—MILITARY ESTABLISHMENT 
* * * * * s 7 


Finance Service, Army, 1942-1946, $4,704,700, and subappropriations under 
this head are hereby decreased as follows: (1) expenses of courts martial, 
$4,700; (2) apprehension of deserters, $450,000; (3) Finance Service, $4,000,000, 
and (4) claims for damages due to loss or destruction of property, or personal 
injury, or death, $250,000: Provided, That of the provisions of law of the United 
States conferring rights, privileges, or benefits upon any person by reason of the 
service of such person or the service of any other person in the armed forces 
of the United States or any component thereof, only those conferring rights, 
privileges, or benefits upon persons during the time they are on active duty and 
those listed below shall, after the date of enactment of this Act, be deemed to 
apply to persons for service in the Philippine Seouts under the provisions of 
section 14 of the Act approved October 6, 1945 (Public Law 190, Seventy-ninth 
Congress) : 

so « * cd es e e 

{(6) The provisions of laws administered by the Veterans’ Administra- 
tion providing for the payment of pensions on account of service-connected 
disability or death:] 

(6) The provisions of laws administered by the Veterans’ Administration 
for the payment of compensation or dependency and indemnity compensation 
on account of service-connected disability or death: 

Provided further, That payments made under the provisions of any law referred 
to in clauses (5) and (6) above shall be paid at the rate of one Philippine peso 
for each dollar authorized by such law: Provided further, That where annual 
income is a factor in entitlement to benefits, the dollar limitations in the laws 
specifying such annual income shall apply at the rate of one Philippine peso for 
each dollar’. 

Provided further, That payments made under the provisions of any law referred 
te in clauses (5) and (6) above shall be paid at the rate of one Philippine peso 
for each dollar authorized by such law: And provided further, That the provi- 
sions of the National Service Life Insurance Act of 1940, as amended, shall apply 
to persons who serve in the Philippine Scouts under the provisions of section 14 
of the Act approved October 6, 1945, only insofar as such provisions relate to 
contracts of insurance heretofore entered into, 
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PARAGRAPH V OF PART I OF VETERANS REGULATION NUMBERED 2 (a) 
Part I 


EFFECTIVE DATES OF AWARDS OF DISABILITY AND DEATH PENSIONS AND PROVISIONS 
FOR FILING CLAIMS 


V. (1) Pension, compensation, dependency and indemnity compensation, or 
retirement pay authorized under laws administered by the Veterans’ Ad ministra- 
tion, to which a person was entitled prior to the date of his death, and not paid 
during his lifetime, and due and unpaid for a period not to exceed one year prior 
to death under existing ratings or decisions, or those based on evidence in the 
file at date of death, shall, upon the death of such person, be paid as hereinafter 
set forth: 

(a) Upon the death of a person receiving an apportioned share of the veteran’s 
pension, compensation, dependency and indemity compensation, or retirement 
pay, all or any part of such unpaid amount, to the veteran or to any other depend- 
ent or dependents as ay be determined by the Administrator of Veterans’ Affairs; 

(b) Upon the death of a veteran, to the surviving spouse; or if there be no 
surviving spouse, to the child or children, dependent mother or father in the 
order named ; 

(ec) Upon the death of a widow or remarried widow, to the veteran’s child or 
children ; 

(d) Upon the death of a child, to the surviving child or children of the veteran, 
entitled to death compensation, dependency and indemnity compensation or 
pension ; 

({e) In all other cases, only so much of the unpaid pension, compensation, de- 
pendency and indemnity compensation, or retirement pay may be paid as may be 
necessary to reimburse a person who bore the expense of last sickness and burial: 
Provided, however, That no part of any of the accrued pension, compensation, de- 
pendency and indemnity compensation, or retirement pay shall be used to reim- 
burse and political subdivision of the United States for expense incurred in the 
last sickness or burial of such person; 

(f) Payment of the benefits authorized by this paragraph will not be made 
unless claim therefor be received in the Veterans’ Administration within one 
year from the date of death of the beneficiary or one year after date of this en- 
actment, whichever is later, and such claim is perfected by the submission of 
the necessury evidence within one year from the date of the request therefor 
by the Veterans’ Administration: Provided, however, That a claim for compen- 
sation, dependency and indemnity compensation, or pension by an apportionee, 
widow, child, or dependent parent shall be deemed to include claim for any 
accrued benefits. 

(2) A check received by a payee in payment of pension, compensation, de- 
pendency and indemnity compensation, retirement pay, subsistence allowance, 
or education and training allowance shall, in the event of the death of the payee 
on or after the last day of the period covered by said check and unless negotiated 
by the payee or the duly appointed representative of his estate, be returned to 
the Veterans’ Administration and canceled. The amount represented by any 
check returned and canceled pursuant to the foregoing or any amount recovered 
by reason of improper negotiation of any such check shall constitute accrued bene- 
fits payable pursuant to the provisions of paragraph V (1): Provided, That the 
one-year limitations of paragraph V (1) shall not apply: Provided further, That 
any amount not so paid shall be paid upon settlement by the General Accounting 
Office to the estate of the deceased payee, if such estate will not escheat: And 
provided further, That the provisions of this subparagraph in effect prior to the 
date of approval of this amendment shall be applicable in the case of any payee 
dying prior to said date. 

(3) All Acts and parts of Acts in conflict with or inconsistent with the pro- 
visions of this section are hereby repealed. 


SECTION 11 OF THE UNIFORMED SERVICES CONTINGENCY OPTION 
ACT OF 19538 


Seo. 11. Annuities payable under this Act shall be in addition to any pensions 
or other payments to which the beneficiaries may now or hereafter be entitled 
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under other provisions of law, and shall not be considered income (ezcept as 
provided in section 205 (g) of the Servicemen’s and Veterans’ Survivor Benefits 
Act) under any law administered by the Veterans’ Administration, 


XIII. Not more than one award of pension, compensation, or emergency 
officers’ or regular retirement pay, shall be made concurrently to any person 
based on his own service. The receipt of [pension or compensation] pension, 
compensation, or dcpendency and indemnity compensation by a widow, child, or 
parent on account of the death of any person, or receipt by any person of pension 
or compensation on account of his own service, shall not bar the payment of 
[pension or compensation] pension, compensation, or dependency and indemnity 
compensation on account of the death or disability of any other person. This 
paragraph is hereby made applicable to all laws administered by the Veterans’ 
Administration. Section 4715 of the Revised Statutes (U. S. C., title 38, sec. 25) 
and any other laws in conflict herewith are hereby repealed or modified 
accordingly. 

Pension, compensaton, or retirement pay on account of his own service 
shall not be paid while the person is it receipt of active service pay. 

The third proviso of paragraph 2 of section 1 of the Act of March 3, 1891 
(U. S. C., title 38, sec. 26); the last proviso of paragraph 2 of section 3 of the 
Act of January 28, 1915 (U.S. C., title 38, sec. 27), and any other provision of 
law or veterans regulation contrary hereto is hereby repealed or modified 
accordingly. 


SECTION 15 OF PUBLIC LAW NUMBERED 2, SEVENTY-THIRD CONGRESS 


Sec. 15. Any person who shall knowingly make or cause to be made, or con- 
spire, combine, aid, or assist in, agree to, arrange for, or in any wise procure the 
making or presentation of a false or fraudulent affidavit, declaration, certificate, 
statement, voucher, or paper, or writing purporting to be such, concerning any 
claim for benefits under this title or the Servicemen’s and Veterans’ Survivor 
Benefits Act, shall forfeit all rights, claims, and benefits under this title and 
under the Servicemen’s and Veterans’ Survivor Benefits Act, and, in addition to 
any and all other penalties imposed by law, shall be guilty of a misdemeanor 
and upon conviction thereof shall be punished by a fine of not more than $1,000 
or imprisonment for not more than one year, or both. 


SECTION 3 OF THE ACT OF OCTOBER 17, 1940 


Sec. 3. Where a disabled person, entitled to pension, compensation, or emer- 
gency officers’ retirement pay under laws or regulations administered by the 
Veterans’ Administration, and his wife are not living together, or where the child 
or children are not in the custody of the disabled person; or where, in death 
cases, the child or children are not in the custody of the widow, the amount of 
the pension, compensation, dependency and indemnity compensation, or emer- 
gency officers’ retirement pay may be apportioned as may be prescribed by the 
Administrator of Veterans’ Affairs. 

The Act of March 3, 1899 (30 Stat. 1379, ch. 460; U. S. C., title 38, secs. 45, 
46, 47, and 49), with the exception of the last proviso (U.S. C., title 38, sec. 192), 
paragraph VII of Veterans Regulation Numbered 6 series (U. S. C., title 38, 
ch, 12, appendix), and all other provisions of law or regulation in conflict with 


the foregoing are repealed or modified to conform with the provisions of this 
section, 


ACT OF SEPTEMBER 7, 1944 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That effective December 7, 1941, where in the 
case of a person in the active land or naval service a report of death or a find- 
ing of death has been made by the Secretary of War or the Secretary of the Navy, 
the effective date of an award of death pension or compensation payable under 
Public Law Numbered 2, Seventy-third Congress, as amended, or of dependency 
and indemnity compensation payable under the Servicemen’s and Veterans’ Sur- 
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vivor Benefits Act, shall be the day following the date fixed by the Secretary as 
the date of death in such report or finding: Provided, That claim be filed prior 
to one year after report or finding of death is made: And provided further, That 
death pension or compensation or dependency and indemnity compensation under 
the laws administered by the Veterans’ Administration shall not be payable to 
any dependent for any period for which such dependent has received, or is en- 
titled to receive, an allowance, allotment, or service pay of the deceased. 


FIRST PARAGRAPH OF SECTION 3 OF THE ACT OF AUGUST 16, 1937 


Sec. 3. That effective on the first day of the month next following the date of 
enactment of this Act, the rates of death compensation payable under the provi- 
sions of existing laws or veterans’ regulations to a surviving widow, child, or chil- 
dren, and/or dependent mother or father now on the rolls or hereafter to be 
placed on the rolls as a surviving widow, child, or children, and/or dependent 
mother or father of any World War veteran who died prior to January 1, 1956, 
as the result of injury or disease incurred in or aggravated by active military 
or naval service in the World War, shall be as follows: 


VETERANS REGULATION NUMBERED 1 (a) 
Part I 


PENSIONS TO VETERANS AND THE DEPENDENTS OF VETERANS FOR DISARILITY OR 
DEATH RESULTING FROM ACTIVE MILITARY OR NAVAL SERVICE DURING THE SPANISH- 
AMERICAN WAR, BOXER REBELLION, PHILIPPINE INSURRECTION, AND/OR THE WORLD 
WAR 

* > * o e a * 

IV. The surviving widow, child or children, and dependent mother or father 
of any deceased person who died prior to January 1, 1956 as the result of injury 
or disease incurred in or aggravated by active military or naval service as pro- 
vided in part I, paragraph I, hereof, shall be entitled to receive compensation at 
the monthly rates specified next below. 

Widow but no child, $87; widow with one child, $121 (with $29 for each addi- 
tional child); no widow but one child, $67; no widow but two children, $94 
(equally divided) ; no widow but three children, $122 (equally divided) (with 
$23 for each additional child; total amount to be equally divided) ; dependent 
mother or father, $75 (or both), $40 each. 

* * a o @ s a 


Part II 


PAYMENT OF PENSION FOR DISABILITY OR DEATH INCURRED DURING PEACETIME SERVICE 


. * a * s ° eo 
III. The surviving widow, child or children, and dependent mother or father of 
any deceased person who died prior to January 1, 1956 as a result of injury or 
disease incurred in or aggravated by active military or naval service as pro- 
vided for in part II, paragraph I hereof, shall be entitled to receive compensation 
at 80 per centum of the rates specified for such dependents in paragraph IV, 
part I hereof, as now or hereafter amended. 





ACT OF DECEMBER 17, 1919 


[AN ACT To provide for the payment of six months’ pay to the widow, children, or other 
designated dependent relative of any officer or enlisted man of the Regular Army whose 
death results from wounds or disease not the result of his own misconduct, 


[Re it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembicd, That hereafter, immediately upon 
the official notification of the death from wounds or disease, not the result 
of his own misconduct, of any officer or enlisted man on the active list of 
the Regular Army or on the retired list when on active duty, the Quartermaster 
General of the Army shall cause to be paid to the widow, and if there be no 
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widow to the child or children, and if there be no widow or child to any other 
dependent relative of such officer or enlisted man previously designated by 
him, an amount equal to six months’ pay at the rate received by such officer 
or enlisted man at the date of his death. The Secretary of War shall establish 
regulations requiring each officer and enlisted man having no wife or child 
to designate the proper dependent relative to whom this amount shall be paid 
in case of his death. Said amount shall be paid from funds appropriated for 
the pay of the Army: Provided, That nothing in this Act shall be construed 
as making the provisions thereof applicable to officers or enlisted men of any 
forces or troops of the Army of the United States other than those of the 
Regular Army, and nothing in this Act shall be construed to apply in com- 
missioned grades to any officers except those holding permanent appointments 
in the Regular Army: And provided further, That in the event of the death 
of any beneficiary before payment to and collection by such beneficiary of the 
amount authorized herein, such gratuity shall be paid to the next living 
beneficiary in the order of succession above stated: And provided further, That 
if there be no widow, child, or previously designated dependent relative, the 
Secretary of War shall cause the amount herein provided to be paid to any 
grandchild, parent, brother or sister, or grandparent shown to have been 
dependent upon such officer or enlisted man prior to his death, and the deter- 
mination of such fact by the Secretary of War shall be final and conclusive 
upon the accounting officers of the Government: And provided further, That 
the last foregoing proviso shall be effective as of August 27, 1940. 

(Sec. 2. That nothing in this Act shall be construed as making the provisions 
of this Act applicable to officers or enlisted men of any forces or troops of the 
Army of the United States other than those of the Regular Army, and nothing 
in this Act shall be construed to apply in commissioned grades to any officers 
—«_- holding permanent or provisional appointments in the Regular 
Army. 


SECOND PARAGRAPH UNDER “BUREAU OF SUPPLIES AND ACCOUNTS” 
IN THE ACT OF JUNE 4, 1920 


BUREAU OF SUPPLIES AND ACCOUNTS 
6 * * * ° ° e 


{That hereafter, immediately upon official notification of the death from 
wounds or disease, not the result of his or her own misconduct, of any officer, 
enlisted man, or nurse on the active list or the Regular Navy or Regular Marine 
Corps, or on the retired list when on active duty, the Paymaster General of the 
Navy shall cause to be paid to the widow, and if there be no widow to the child 
or children, and if there be no widow or child, to any other dependent relative of 
such officer, enlisted man, or nurse previously designated by him or her, an amount 
equal to six months’ pay at the rate received by such officer, enlisted man, or 
nurse at the date of his or her death. The Secretary of the Navy shall establish 
regulations requiring each officer and enlisted man or nurse having no wife or 
child to designate the proper dependent relative to whom this amount shall be 
paid in ease of his or her death. Said amount shall be paid from funds 
appropriated for the pay of the Navy and pay of the Marine Corps, respec- 
tively: Provided, That if there be no widow, child, or previously designated 
dependent relative, the Secretary of the Navy shall cause the amount herein 
provided to be paid to any grandchild, parent, brother or sister or grand- 
parent shown to have been actually dependent upon such officer, enlisted man, 
or nurse prior to his or her death and the determination of such fact by the Secre- 
tary of the Navy shall be final and conclusive upon the accounting officers of the 
Governmnt: Provided, That nothing in this section or in other existing legisla- 
tion shall be construed as making the provisions of this section applicable to 
officers, enlisted men, or nurses of any forces of the Navy of the United States 
other than those of the Regular Navy and Marine Corps, and nothing in this sec- 
tion shall be construed to apply in commissioned grades to any officers except those 
holding permanent or probationary appointments in the Regular Navy or Marine 
Corrs: Provided, That the provisions of this section shall apply to the officers 
and enlisted men of the Coast Guard, and the Secretary of the Treasury will 
cuuse payment to be made accordingly: And provided further, That in the event 
of the death of any beneficiary before payment to and collection by such bene- 
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ficiary of the amount authorized herein, such amount shall be paid to the next 
living beneficiary in the order of succession above stated.] 





ACT OF MARCH 8, 1928 


CAN ACT To amend an Act entitled “An Act To provide for the payment of six months’ 
pay to the widow, children, or other designated dependent relative of any officer or 
enlisted man of the Regular Army whose death results from wounds or disease not the 
result of his own misconduct,” approved December 17, 1919, so as to include nurses of 
the Regular Army. 


[Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Act of Congress approved December 
17, 1919 (Forty-first Statutes at Large, page 367), entitled “An Act to provide 
for the payment of six months’ pay to the widow, children, or other designated 
dependent relative of any officer or enlisted man of the Regular Army whose 
death results from wounds or disease not the result of his own misconduct,” shall 
apply to nurses of the Regular Army to the same extent and under the same 
conditions as to officers and enlisted men of the Regular Army.] 





ACT OF MAY 12, 1930 


CAN ACT Authorizing payment of six months’ death gratuity to beneficiaries of trans- 
ferred members of the Fleet Naval Reserve and Fleet Marine Corps Reserves who die 
while on active duty. 


[Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the provisions of the Act of June 4, 1120, 
as amended, which authorized the payment of an amount equal to six months’ 
pay to the beneficiaries of personnel of the regular Navy or Marine Corps, and 
retired personnel of the Navy and Marine Corps, when on active duty, shall be 
extended to transferred members of the Fleet Naval Reserve and Fleet Marine 
Corps Reserve who die while on active duty and not as a result of their own 
misconduct, and transferred members of the Fleet Naval Reserve and Fleet 
Marine Corps Reserve shall be required to file with the Navy Denartment the 
name of beneficiary other than wife or child to which payment of the amount 
equal to six months’ pay shall be made in the event of their death while on active 
duty and not the result of their own misconduct.] 





ACT OF JULY 15, 1939 


CAN ACT To extend the benefits of the United States Employees’ Compensation Act to 
members of the Officers’ Reserve Corps and of the Enlisted Reserve Corps of the Army 
who are physically injured in line of duty while performing active duty or engaged in 
authorized training, and for other purposes. 


[Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That if in time of peace any member 
of the Officers’ Reserve Corps or of the Enlisted Reserve Corps of the Army is 
physically injured in line of duty (1) while on active duty, or (2) when engaged 
in authorized travel to and from such duty, or (3) when engaged in authorized 
training without pay, or dies as the result of such physical injury, he or his bene- 
ficiary shall be entitled to all the benefits prescribed by law for civil emnloyees 
of the United States who are physically injured in line of duty or who die as a 
result thereof, and the United States Employees’ Compensation Commission shall 
have jurisdiction in such cases ane shall perform the same duties with reference 
thereto as in the cases of civil employees of the United States so injured: Pro- 
vided, That the benefits shall accrue to any such member or his beneficiary, 
whether the disability or death is the result of sickness or disease contracted in 
line of duty while on active duty when such sickness or disease is proximately 
caused by service on active duty: Provided further, That employees’ compensa- 
tion under this Act shall not be paid concurrently with active-duty pay or pen- 
sion based upon military service, and in the event a person becomes eligible for 
the benefits of the United States Employees’ Compensation Act and is also 
eligible for, or is in receipt of, a pension based upon military service, he sball 
elect which benefit to receive: Provided further, That authorized training with- 
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out pay is defined as inactive-status training under written authorization by 
competent military authority covering a specific training assignment and pre- 
scribing a time limit: Provided further, That for the purpose of determining the 
benetits to which entitled under the provisions of this Act members of the Officers’ 
Reserve Corps or of the Enlisted Reserve Corps of the Army physically injured 
when engaged in authorized training without pay will be held and considered as 
receiving the pay and allowances they would have received if in a pay status: 
Provided further, That Reserve Officers entitled to the benefits of the last proviso 
of section 5 of the Act of April 3, 1939 (Public, Numbered 18, Seventy-sixth Con- 
gress), shall not be entitled to the benefits of this Act: And provided further, 
That nothing herein shall be construed to authorize compensation benefits for 
any period prior to the approval of this Act. 

[Sec. 2. As used in this Act, the term “in time of peace” shall include that 
period after September 8, 1945 (the date of formal surrender by Japan), which is 
prior to the first day on which the United States is, by the action of the Congress 
or the President, or both, no longer engaged in any war in which the United States 
is engaged on the date of enactment of this section.] 


ACT OF JULY 18, 1940 


[Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That where in time of peace any member of 
the Officers’ Reserve Corps or of the Enlisted Reserve Corps of the Army was 
physically injured in line of duty (1) while on active duty, or (2) while engaged 
in authorized travel to and from such duty, or (3) while engaged in authorized 
training without pay, or dies or has died as the result of such physical injury, 
where such injury or death occurred between the dates of February 28, 1925, 
and July 15, 1939, both inclusive, when such injury or death results from an 
accident involving a military hazard such as flying in military aircraft, partici- 
pation in military drills, target practice and tactical exercises, and in injury 
cases where such injury has resulted in permanent partial or permanent total 
disability, he or his beneficiary shall be entitled to all the benefits prescribed by 
law for civil employees ef the United States who are physically injured in line 
of duty or who die as a result thereof, and the United States Employees’ Com- 
pensation Commission shall have jurisdiction in such cases and shall perform 
the same duties with reference thereto as in the cases of civil employees of the 
United States so injured: Provided, That the benefits shall accrue to any such 
member, or his beneficiary, whether the disability or death is the result of sick- 
ness or disease contracted in line of duty while on active duty when such sickness 
or disease is proximately caused by service on active duty: Provided further, 
That employees’ compensation under this Act shall not be paid concurrently 
with active-duty pay or pension based upon military service, and in the event a 
person become eligible for the benefits of the United States Employees’ Com- 
pensation Act and is also eligible for, or is in receipt of, a pension based upon 
military service, he shall elect which benefit to receive: Provided further, That 
authorized training without pay is defined as inactive-status training under 
written authorization by competent military authority covering a specific training 
assignment and prescribing a time limit: Provided further, That for the purpose 
of determining benefits to which entitled under the provisions of this Act members 
of the Officers’ Reserve Corps or of the Enlisted Reserve Corps of the Army 
physically injured when engaged in authorized training without pay will be 
held and considered as receiving the pay and allowances they would have received 
if in a pay status: And provided further, That nothing herein shall be construed 
to authorize compensation benefits which may have accrued for any period prior 
to the approval of this Act, but eligibility for compensation benefits shall be 
determined as of the date of approval of this Act and any benefits payable shall 
date only from such approval and the eight-year period of limitation in section 
10-G of the Federal Employees’ Compensation Act of September 7, 1916, shall be 
computed for purposes of this Act, from the date of approval thereof. 

CWhere injury or death has been sustained by any member of the Officers’ 
Reserve Corps or Enlisted Reserve Corps while performing authorized training 
without pay upon inactive status it shall be presumed that such training was 
being performed under written authorization of competent military authority 
covering a specific training assignment .and.prescribing.a time limit and thus 
subject to the provision of this Act unless a duly appointed Examining Board, 
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appointed at the time of said accident, has found and reported to the contrary, 
[All claims for disability or death benefits allowed under the provisions of this 
Act shall be made within one year from its approval by the President.J 





SECTION 9 OF THE ACT OF JANUARY 19, 1942 
(As set forth in sec. $70, title 33, U. S. C. A.) 


(Sec. 9. The provisions of section 943 of Title 34, relating to the payment of a 
death gratuity to dependents of commissioned officers and other personnel of the 
Navy or Marine Corps, or as hereafter amended shall apply to commissioned 
officers of the Coast and Geodetic Survey, except that the duties and obligations 
imposed in said sections upon the Secretary of the Navy are hereby imposed for 
the purposes of sections S5la, 852b, 854a—-S54c, 864b-S64d, 8G68a, and 870 of this 
title upon the Secretary of Commerce who shall cause the necessary payments 
to be made from funds appropriated for the Coast and Geodetic Survey : Provided, 
That the provisions of this section shall be effective from December 8, 1941.] 


SECTION 489 OF TITLE 14, UNITED STATES CODE 


[§ 489. Death gratuity 

CThe provisions of law relating to the payment of an additional amount of pay 
to the widow, children, or other dependent relative of an officer or enlisted person 
of the Regular Navy or Marine Corps upon official notification of the death of 
such officer or enlisted man shail apply in the same manner, to the same extent, 
and under the same conditions to officers and enlisted men of the Regular Coast 
Guard. The authority and duty vested in the Secretary of the Navy by such 
provisions of law shall be exercised by the Secretary of the Treasury in the 
application and administration of such laws to the Coast Guard when it is in 
the Treasury Department.] 


SERVICEMEN’S INDEMNITY ACT OF 1951 


[Sec. 1. This part may be cited as the “Servicemen’s Indemnity Act of 1951”. 

[Sec. 2. Except as hereinafter provided, on and after June 27, 1950, any person 
in the active service of the Army, Navy, Air Force, Marine Corps, Coast Guard, 
or the Reserve components thereof, including the National Guard when called 
or ordered to active duty or active training duty for fourteen days or more; 
members of the Reserve Officers’ Training Corps, the Naval Reserve Officers’ 
Training Corps, and the Air Force Reserve Officers’ Training Corps, when called 
or ordered to active training duty for fourteen days or more while on such active 
training duty; cadets and midshipmen at the United States Military, Naval, and 
Coast Guard Academies; commissioned officers of the Public Health Service 
while entitled to full military benefits as provided in section 212 (a) of the Act 
of July 1, 1944 (58 Stat. 689), as amended (42 U. S. C. 213) ; and commissioned 
officers of the Coast and Geodétie Survey while assigned to duty during a period 
of war or an emergency as proclaimed by the President or the Congress on 
projects for the Army, Navy, or Air Force in areas outside the continental United 
States or in Alaska or in coastal areas of the United States determined by the 
Department of Defense to be Of immediate military hazard, shall be automatically 
insured by the United States, without cost to such person, against death in such 
service in the principal amount of $10,000: Provided, That any person called to 
extended active service for a period exceeding thirty days shall continue to be 
so protected for a period of one hundred and twenty days after separation or 
release from such active service: Provided further, That persons in the Reserve 
components, including the National Guard, while engaged in aerial flights in 
Government owned or leased aircraft for any period, with or without pay, as 
an incident to their military or naval training, shall be deemed to be in the active 
service for the purposes of this Act: And provided further, That for the pur- 
poses of this part, any person, who, on or after June 27, 1950, was or shall be pro- 
visionally accepted and directed or ordered to report to a place for final accept- 
ance or for entry upon active duty in the military or naval service and who died 
or shall die as the result of disability incurred while en route to such place and 
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within one hundred and twenty days after the incurrence of such disability, or 
any registrant under the Selective Service Act of 1948, as amended, who on or 
after June 27, 1950, in response to an order to report for induction into the Armed 
Forees and who, after reporting to a local draft board, died or dies as the result 
of disability incurred while en route from such draft board to a designated induc- 
tion station and within one hundred and twenty days after the incurrence of 
such disability shall be deemed to have died in active service. 

[Sec. 3. Upon certification by the Secretary of the service department con- 
cerned of the death of any person deemed to have been automatically insured 
under this part, the Administrator of Veterans’ Affairs shall cause the indemnity 
to be paid as provided in section 4 only to the surviving spouse, child or children 
(including a stepchild, adopted child, or an illegitimate child if the latter was 
designated as beneficiary by the insured), parent (including a stepparent, parent 
by adoption, or person who stood in loco parentis to the insured at any time prior 
to entry into the active service for a period of not less than one year), brother, 
or sister of the insured, including those of the half-blood and those through adop- 
tion. The insured shall have the right to designate the beneficiary or benefici- 
aries of the indemnity within the classes herein provided; to designate the pro- 
portion of the principal amount to be paid to each; and to change the beneficiary 
or beneficiaries without the consent thereof but only within the classes herein 
provided. If the designated beneficiary or beneficiaries do not survive the 
insured, or if none has been designated, the Administrator shall make payment 
of the indemnity to the first eligible class of beneficiaries according to the order 
set forth above, and in equal shares if the class is composed of more than one 
person. Unless designated otherwise by the insured, the term “parent” shall 
include only the mother and father who last bore that relationship to the insured. 

{Any installments of an indemnity not paid to a beneficiary during such 
beneficiary’s lifetime shall be paid to the named contingent beneficiary, if any; 
otherwise, to the beneficiary or beneficiaries within the permitted class next 
entitled to priority: Provided, That no payment shall be made to the estate of 
any deceased person. 

[Sec. 4. The indemnity shall be payable in equal monthly installments of one 
hundred and twenty in number with interest at the rate of 24% per centum per 
annum. 

(Sec. 5. The automatic indemnity coverage authorized by section 2 shall apply 
to any person in the active service of the named Armed Forces who, upon death 
in such active service, or within one hundred and twenty days after separation 
or release from such active service as prescribed in section 2, is insured against 
such death under a contract of national service life insurance or United States 
Government life insurance, but only with respect to a principal amount of in- 
demnity equal to the difference between the amount of insurance in force at the 
time of death and $10,000. Any person in active service, who is insured under 
a permanent plan of national service life insurance or United States Government 
life insurance, may elect to surrender such contract for its cash value. In any 
such case the person, upon application in writing made within one hundred and 
twenty days after separation from active service, may be granted, without medi- 
eal examination, permanent plan insurance on the same plan not in excess of 
the amount surrendered for cash, or may reinstate such surrendered insurance 
upon payment of the required reserve and the premium for the current month. 
Any person in the active service having United States Government life insurance 
or national service life insurance on the five-year level premium term plan, the 
term of which expires while such person is in active service after the date of 
this enactment, shall, upon application made within one hundred and twenty 
days after separation from service, payment of premiums and evidence of good 
health satisfactory to the Administrator, be granted an equivalent amount of 
insurance on the five-year level premium term plan at the premium rate for his 
then attained age. Waiver of premiums under the National Service Life Insur- 
ance Act of 1940, as amended, shall not be denied in uny case of issue or re- 
instatement of insurance on a permanent plan under this section in which 
it is shown to the satisfaction of the Administrator that total disability of the 
apnlicant commenced prior to the date of his application. 

[Sec. 6. The Administrator of Veterans’ Affairs is authorized to promulgate 
such rules and regulations, not inconsistent with the provisions of this part, as 
are necessary or appropriate to carry out its purposes. 

[sSec. 7. There is hereby authorized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, such sums as may be necessary to 
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carry out the provisions of this part, to be known as the servicemen’s indemnity 
appropriation, for the payment of liabilities under this part. 

(Sec. 8. Any person guilty of mutiny, treason, spying, or desertion, or who, 
because of conscientious objections refuses to perform services in the land or 
naval forces of the United States or refuses to wear the uniform of such force, 
shall forfeit all rights to an indemnity under this Act: Provided, That restura- 
tion to active duty after commission of any such offense shall restore all rights 
to an indemnity under this Act. No indemnity shall be payable for death 
inflicted as a lawful punishment for crime or for military or naval offense, 
except when inflicted by an enemy of the United States. 

CSec. 9. The provisions of Public Law Numbered 262, Seventy-fourth Congress, 
approved August 12, 1935 (49 Stat. 607), as amended, titles II and III of Public 
Law Numbered 844, Seventy-fourth Congress, approved June 29, 1936 (49 Stat, 
2031), as amended, and section 15 of Public Law Numbered 2, Seventy-third 
Congress, March 20, 1933, insofar as they are applicable, shall apply to the 
provisions of this part: Provided, That assignments of all or any part of the 
beneficiary’s interest may be made by a beneficiary to any other person or per- 
sons within the permitted class of beneficiaries, as specified in section 3, if all 
other persons having contingent rights of equal or greater priority to those of 
the assignee join in the assignment: Provided further, That such assignment 
shall not affect any payments made prior to its receipt by the Veterans’ Admin- 
istration.] 


TABLE OF SECTIONS AT THE BEGINNING OF CHAPTER 13, TITLE 14, 
UNITED STATES CODE 


CHAPTER 13.—Pay, ALLOWANCES, AWARDS, AND OTHER RIGHTS AND BENEFITS 


Sec. 
461. Pay and allowances. 

. . + s 7 * 4 
(489. Death gratuity.] 

2 . * * e ° . 


509. Prisoners ; allowances to; transportation. 


SECTION 2 OF THE ACT OF DECEMBER 3, 1942 


(Sec. 2. Commissioned officers of the Coast and Geodetic Survey who, in time 
of war or national emergency declared by the President, are assigned to duty 
on projects for the military departments in areas determined by the Secretary 
of Defense to be of immediate military hazard, shall, while on such duty, be 
entitled to the rights and benefits provided by law for officers of the Coast and 
Geodetic Survey who are actually transferred to the service of the military 
departments: Provided, That the benefits of this section shall be applicable also 
to commissioned officers of the Const and Geodetic Survey serving in the Philip 
pine Islands on December 7, 1941.] 
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Ist Session No. 994 


84TH CONGRESS HOUSE OF REPRESENTATIVES { Report 





DEPARTMENT OF COMMERCE AND RELATED AGENCIES 
APPROPRIATION BILL, 1956 





JUNE 28, 1955.—Ordered to be printed 





Mr. Preston, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H, R. 6367] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6367) 


making appropriations for the Department of Commerce and related 
agencies for the fiscal year ending June 30, 1956, and for other pur- 
poses, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 1, 3, 6, 7, 
9, 13, 14, 22, 25, 37, 42, and 44. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 5, 8, 10, 12, 18, 35, 36, 38, 39, 41, 45, and 46, 
and agree to the same. 


Amendment numbered 2: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $6,900,000; 
and the Senate agree to the same. 


Amendment numbered 4: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 4, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $106,150,000; 
and the Senate agree to the same. 
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Amendment numbered 11: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $52,500,000; 
and the Senate agree to the same. 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,000,000; 
and the Senate agree to the same. 


Amendment numbered 16: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 16, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,650,000; 
and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert 382,500; and 
the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert construc- 
tion as authorized by sections 701 and 702 of the Merchant Marine Act, 
1936, as amended (46 U. S. C. 1191, 1192), of one prototype tanker; 
for; and the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 20, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $86,450,000; 
and the Senate agree to the same. 


Amendment numbered 21: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 21, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $1,000,000; 
and the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 23, and agree to the same with an amend- 
ment as follows: 

In lieu of the sum proposed by said amendment insert $110,000,000; 
and the Senate agree to the same. 
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Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to the same with an amendment, 
as follows: 

In lieu of the number proposed in said amendment insert nineteen 
hundred and fifty; and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $14,350,000; 
and the Senate agree to the same. 

Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,215,000; 
and the Senate agree to the same. 


Amendment numbered 28: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $7,180,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $640,000,000; 
and the Senate agree to the same. 


Amendment numbered 32: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 32, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $288,500,000; 
and the Senate agree to the same. 


Amendment numbered 33: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 33, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $21,750,000; 
and the Senate agree to the same. 


Amendment numbered 34: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 34, and agree to the same with an amendment 
as follows: 

In lieu of the matter inserted by said amendment insert the follow- 
ing: , which sum is composed of $19,000,000, the remainder of the 
amount authorized to be appropriated for the fiscal year 1955, and 
$2,750,000, ; and the Senate agree to the same. 
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Amendment numbered 49: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 49, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $275,000: 
and the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 29, 30, 40, 43, 47, and 48. 


Prince H. Preston, 
ALBERT THOMAS, 
Joun J. Rooney, 
Sipney R. Yates, 
Joun F. SHELuey, 
Danie. J. Fioop, 
CLARENCE CANNON, 
Curr CLEVENGER, 
Frank T. Bow, 
Epwarp T. MILLER, 
JOHN TABER, 

Managers on the Part of the House. 
Spressarp L. Houianp, 
ALLEN J. ELLENDER, 
Hariey M. Kivcore, 
WarrREN G. MaGnuson, 

By S. L, Hotuanp, 
JOHN STENNIS, 
Earte C, CLEMENTS, 
MarGaAreT CHASE SMITH, 
SryLes Bripaes, 
Wititram F. KNow.anp, 
Epwarp J. Tuyen, 
CuHarues E. Porrer, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The Managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6367) making-appropriations for the Department of 
Commerce and related agencies for the fiscal year ending June 30, 
1956, and for other purposes, submit the following statement in 
explanation of the effect of the action agreed upon and recommended 
in ene conference report as to each of such amendments, 
namely: 


TITLE I—DEPARTMENT OF COMMERCE 


OFFICE OF THE SECRETARY 


Amendment No. 1—Salaries and expenses: Appropriates $2,172,000 
as proposed by the House instead of $2,217,300 as proposed by the 
Senate. 

BUREAU OF THE CENSUS 


Amendment No. 2—Salaries and expenses: Appropriates $6,900,000 
instead of $6,200,000 as proposed by the House and $7,100,000 as 
proposed by the Senate. 

Amendment No. 3—Jntercensal housing survey: Deletes appropria- 
tion of $500,000 proposed by the Senate. 


Civit AERONAUTICS ADMINISTRATION 


Amendment No. 4—Operation and regulation: Appropriates $106,- 
150,000 instead of $103,000,000 as proposed by the House and 
$107,125,000 as proposed by the Senate. The conferees direct that 
within the amount provided no stations or facilities now operating 
be discontinued by the Civil Aeronautics Administration, until after 
there is reported for consideration by the Appropriation Committees 
of the Senate and the House of Representatives a comprehensive 
plan for future air-traffic-control routes, facilities, and stations. In 
any event such a plan shall be submitted prior to the consideration 
of the budget for fiscal year 1957. 

Amendment No. 5—Establishment of air-navigation facilities: Ap- 
propriates $16,000,000 as proposed by the Senate instead of $18,500,- 
000 as proposed by the House. 

Amendment No. 6—Maintenance and operation, Washington Na- 
tional Airport: Appropriates $1,350,000 as proposed by the House in- 
stead of $1,415,000 as proposed by the Senate. 

Amendment No. 7—Maintenance and operation of public airports, 
Territory of Alaska: Appropriates $600,000 as proposed by the House 
instead of $750,000 as proposed by the Senate. 

Amendment No. 8—Air navigation development: Provides $175,000 
for administrative expenses as proposed by the Senate instead of 
$50,000 as proposed by the House. 
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Amendment No. 9—Air navigation development: Appropriates $1,- 
050,000 as proposed by the House instead of $1,600,000 as proposed 
by the Senate. 

Civit Apronavutics Boarp 


Amendment No. 10—Salaries and erpenses: Appropriates $4,125,- 
000 as proposed by the Senate instead of $3,900,000 as proposed by 
the House. 

Amendment No. 11—Payments to air carriers: Appropriates $52,- 
500,000 instead of $40,000,000 as proposed by the House and $55,- 
000,000 as proposed by the Senate. 


Coast AND GEopETIC SuRVEY 


Amendment No. 12—Salaries and erpenses: Appropriates $10,225,- 
000 as proposed by the Senate instead of $10,200,000 as proposed by 
the House. 


BusINEss AND DEFENSE Services ADMINISTRATION 


Amendment No. 13—Salaries and erpenses: Appropriates $4,198 - 
000 as proposed by the House instead of $6,975,000 as proposed by 
the Senate. 

Amendment No. 14—Salaries and erpenses: Strikes provision to 
make $345,000 available only to the Area Development Division as 
proposed by the Senate. 


Bureau or Foreign Commerce 


Amendment No. 15—Salaries and expenses: Appropriates $2,000,000 
instead of $1,800,000 as proposed by the House and $2,200,000 as 
proposed by the Senate. 

Amendment No. 16—Export control: Appropriates $2,650,600 in- 
stead of $2,500,000 as proposed by the House and $2,800,000 as pro- 
posed by the Senate. 

Amendment No. 17—Exzport control: Provides $82,500 for advance 
to “Salaries and expenses,” Office of the Secretary, instead of $75,000 
as proposed by the House and $90,000 as proposed by the Senate. 


Orrice or Business Economics 


Amendment No. 18—Salaries and expenses: Appropriates $900,000 
as proposed by the Senate instead of $975,000 as proposed by the 
House. 

Maritime Activities 





Amendment No. 19—Ship construction: Provides for the construc- 
tion of 1 prototype tanker as authorized by sections 701 and 702 of 
the Merchant Marine Act, 1936, instead of 1 prototype tanker and 2 
prototype cargo ships as proposed by the Senate 

Amendment No. 20—Ship construction: Appropriates $86,450,000 
instead of $64,700,000 as proposed by the House and $102,800,000 as 
proposed by the Senate. The amount agreed upon includes $10,- 
000,000 for one prototype tanker, $44,750,000 for title V construction, 
$23,000,000 for the tanker trade-in-and-build program, $4,200,000 for 
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acquisition of cargo ships, $2,500,000 for the research and development 
program, and $2,000,000 for administrative and warehouse expenses. 

Amendment No. 21—Ship construction: Provides that not to exceed 
$1,000,000 may be transferred to ‘Salaries and expenses” instead of 
$900,000 as proposed by the House and $1,275,000 as proposed by 
the Senate. 

Amendment No. 22—Ship construction: Restores language proposed 
by the House and stricken by the Senate. 

Amendment No. 23—Operating-differential subsidies: Appropriates 
$110,000,000 instead of $90,000,000 as proposed by the House and 
$115,000,000 as proposed by the Senate. 

Amendment No. 24—Operating-differential subsidies: Provides a 
limitation of 1,950 voyages instead of 1,847 as proposed by the House 
and 2,000 as proposed by the Senate. 

Amendment No. 25—Operating-differential subsidies: Restores lan- 
guage proposed by the House and stricken by the Senate. 

Amendment No. 26—Salaries and erpenses: Appropriates $14,- 
350,000 instead of $14,000,000 as proposed by the House and $14,- 
700,000 as proposed by the Senate. 

Amendment No. 27—Salaries and erpenses: Provides $1,215,000 
for maintenance of shipyard facilities and operation of warehouse 
instead of $1,085,000 as proposed by the House and $1,345,000 as 
proposed by the Senate. 

Amendment No. 28—Salaries and expenses: Provides $7,180,000 
for reserve-fleet expenses instead of $6,960,000 as proposed by the 
House and $7,400,000 as proposed by the Senate. 

Amendment No. 29—Vessel operations revolving fund: Reported in 
disagreement. 


Amendment No. 30—Inland Waterways Corporation: Reported in 
disagreement. 


Bureau or Pusuic Roaps 


Amendment No. 31—Federal-aid highways: Appropriates $640,- 
000,000 instead of $600,000,000 as proposed by the House and 
$680,000,000 as proposed by the Senate. 

Amendment No. 32.—Federal-aid highways: Provides that $288,- 
500.000 shall be applied to the fiscal vear 1955 authorization instead 
of $248,500,000 as proposed by the House and $328,500,000 as pro- 
posed by the Senate. 

Amendment No. 33—Forest highways: Appropriates $21,750,000 
instead of $18.500,000 as proposed by the House and $25,000,000 as 
proposed by the Senate. 

Amendments Nos. 34 and 35— Forest highways: Provide that, of the 
amount appropriated, $19,000,000 shall be applied against the 
authorization for 1955 and $2,750,000 shall be applied against the 
amount authorized for 1956. 

Amendment No. 36—TIJnter-American Highway: Appropriates $25,- 
250,000 and authorizes the purchase of five passenger motor vehicles 


- proposed by the Senate instead of $8,000,000 as proposed by the 
ouse. 
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Nationa, Bureau oF STANDARDS 


Amendment No. 37—Expenses: Appropriates $7,000,000 as pro- 
posed by the House instead of $7,450,000 as proposed by the Senate, 
Amendment No. 38—Plant and equipment: Provides for the con- 
struction of an electronic calibration center as proposed by the Senate. 


WEATHER BurEAU 


Amendment No. 39—Salaries and expenses: Appropriates $32,000,- 
000 as proposed by the Senate instead of $29,900,000 as proposed by 
the House. 

Amendment No. 40—Salaries and expenses: Reported in disagree- 
ment. 

Amendment No. 41—Establishment of meteorological facilities: Ap- 
propriates $7,500,000 as proposed by the Senate instead of $5,000,000 
as proposed by the House. 


GENERAL PROvVISIONS—DEPARTMENT OF COMMERCE 


Amendment No. 42: Strikes language proposed by the Senate. 
Amendment No. 43: Reported in disagreement. 


TITLE II—THE PANAMA CANAL 


Cana Zone GOVERNMENT 


Amendment No. 44—Operating expenses: Appropriates $14,500,000 
as proposed by the House instead of $14,800,000 as proposed by the 
Senate. 

Amendment No. 45—Capital outlay: Authorizes the purchase of 8 
passenger motor vehicles for replacement only as proposed by the 
Senate instead of 6 as proposed by the House. 


PANAMA CANAL CoMPANY 


Amendment No. 46: Provides that not to exceed $3,740,000 of the 
funds available to the Panama Canal Company shall be available for 
administrative expenses as proposed by the Senate instead of 
$3,589,000 as proposed by the House. 


GENERAL Provisions—TuHe PANAMA CANAL 


Amendment No. 47: Reported in disagreement. 

Amendment No. 48: Reported in disagreement. 

The conferees on the part of the House and the Senate agree that 
the language of the House report with regard to free kindergarten 
instruction to children of United States citizens in the Canal Zone 
should prevail. 
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TITLE III—INDEPENDENT AGENCIES 


Apvisory CoMMITTEE ON WEATHER CONTROL 


Amendment No. 49—Salaries and expenses: Appropriates $275,000 
instead of $175,000 as proposed by the House and $295,000 as proposed 
by the Senate. 


Prince H. Preston, 
ALBERT THOMAS, 
Joun J. Rooney, 
Stpney R. Yates, 
Joun F. SHELLEY, 
Danie J. Foon, 
CLARENCE CANNON, 
Curr CLEVENGER, 
Frank T. Bow, 
Epwarp T. MILLER, 
JoHN TABER, 


Managers on the Part of the House. 


O 
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CONSIDERATION OF H. R. 7000 





June 29, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. BouttnG, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 291] 


The Committee on Rules, having had under consideration House 


Resolution 291, report the same to the House with the recommendation 
that the resolution do pass. 


O 
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PROVIDING A PERMANENT AND UNIFORM METHOD 
FOR RELIEF OF DISBURSING OFFICERS 





June 29, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


(To accompany H. R. 7034! 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7034) to provide permanent authority for the relief of 
certain disbursing officers, and for other purposes, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


SUMMARY OF PROVISIONS 


Section 1 of H. R. 7034 is new legislation. It vests in the Comp- 
troller General of the United States, or his designee, on his own 
motion, or on the written findings or recommendations made by the 
head of the department, agency, or independent establishment con- 
cerned, or his designees for that purpose, authority to relieve a dis- 
bursing officer of accountability and responsibility, and to allow 
credit in his official disbursing accounts for a deficiency, when it has 
been determined that such payments were not the result of bad faith 
or lack of due care on the part of such disbursing officer for whom 
relief is sought. It further provides that relief may be denied in 
any case in which the Comptroller General or his designee determines 
that the department, agency, or independent establishment concerned 
has not diligently pursued collection action in accordance with pro- 
cedures prescribed by the Comptroller General. This last-mentioned 
provision is designed to require prompt action on the part of the 
agencies to collect amounts due. It is not intended to limit the dis- 
cretion otherwise granted by H. R. 7034 to the Comptroller General. 

Nothing contained in the proposed measure affects the liability, 
or authorizes relief of any payee, beneficiary, or recipient of ‘any 
illegal, improper, or incorrect payment, or relieves any disbursing 
officer, head of department, agency, or establishment, or the Comp- 
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troller General of responsibility to pursue collection action against 
the payee, beneficiary, or recipient. However, this proviso does not 
deprive any such disbursing officer of any right which he otherwise 
may have to obtain relief by any other means with respect to any 
illegal, improper, or incorrect payment. 4 

Section 1 (c) of the proposed bill provides that when the Comptroller 
General restores or adjusts in the account of a disbursing officer any 
amount for which relief is granted the amount will be charged to the 
appropriation or fund available for the expense of the disbursing func- 
tion at the time the adjustment is effected, unless another appropria- 
tion is specifically provided therefor. 

Section 2 of the proposed bill provides for amending the act entitled 
“An act to authorize relief of disbursing officers of the Army on 
account of loss or deficiency of Government funds, vouchers, records, 
or papers in their charge” approved December 13, 1944 (58 Stat. 800 
as amended; 31 U. S. C. 95a). That act grants relief to Army dis- 
bursing officers for such actual physical losses upon determination by 
the Secretary of the Army that the officer was in line of his duty and 
the loss or deficiency occurred without fault or negligence on his part. 
While the proposed amendment changes the wording of the act of 
December 13, 1944, the basic principle is the same. As changed by 
the present bill (H. R. 7034), provision is made to include the Navy, 
Air Force, and Marine Corps. The amendment makes the additional 
provision that upon determination of the Secretary of the department 
concerned that such loss or deficiency occurred without fault or negli- 
gence on the part of the disbursing officer while in line of his duty, the 

eneral Accounting Office shall authorize the reimbursement, from 
any appropriation or fund made available for that purpose, of amounts 
paid by or on behalf of such officer in restitution of such loss or defici- 
ency and that such determination by the Secretary of the department 
concerned shall be conclusive upon the General Accounting Office. 
The conclusive nature of the department head’s determination is 
carried over from the existing law which is being amended. 

Section 3 of the proposed legislation will repeal the act of July 11, 
1919 (41 Stat. 132; 31 U. S. C. 105), as amended, which confers au- 
thority on the Secretary of the Navy to relieve naval disbursing 
officers for discrepancies in their accounts, which act would be un- 
necessary if the proposed measure is enacted. 


GENERAL STATEMENT 


The executive agencies and the Comptroller General reported on 
this legislation at the request of your committee. All of them rec- 
ommended the adoption of the legislation. 

The purpose of section 1 of this legislation is to provide a perma- 
nent and uniform method for relieving disbursing officers of the 
United States for illegal, improper, or incorrect payments made with- 
out fault or negligence on their part. At the present time the only 
method for obtaining relief in such cases is through the enactment by 
the Congress of private relief legislation. 

The Department of Defense cited the workload and expense in- 
volved in the present procedure as follows: 

Annually, bills are prepared and submitted for legislative relief for individual 


disbursing officers. A detailed itemization of each overpayment made by each 
disbursing officer with a complete description of the overpayment, including de 
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tailed accounting references and a statement of the circumstances under which 
each overpayment occurred, as well as a discussion of the circumstances prevent- 
ing collection from the respective payees, is required. The workload in the prepa- 
ration and presentation of these individual relief measures is evidenced by the act 
of August 31, 1954 (Private Law 957, 83d Cong.), for the relief of Col. Samuel J. 
Adams, and others. That relief measure involved overpayments in the accounts 
of 189 disbursing officers of the services concerned representing approximately 
1,367 items of overpayments gery - $122,089.68. these items, 487 repre- 
sented overpayments in amounts of less than $25.. Three such bills as the one 
cited involving a greater number of disbursing officers with voluminous supporting 
data are now or soon will be placed before the Congress for action. 


Your committee wishes to stress that the authority being granted 
by section 1 of H. R. 7034 to the Comptroller General is purely per- 
missive and is to be exercised at his discretion. The authority being 
granted is not intended to excuse cases which involve fraud or negli- 
gence in any way. “Illegal” or “improper” payment within the sense 
of this legislation is one which the Comptroller General finds is not in 
strict iechenical conformity with the requirements of law apart from 
any question of fraud or negligence. In effect this legislation would 
permit the Comptroller General to provide relief without resorting to 
private relief bills where payments are made which are not in accord- 
ance with administrative regulations prescribed by the Comptroller 
General of the United States in interpreting statutory law. 

Sections 2 and 3 of H. R. 7034 make the same provisions for the 
Department of Defense with regard to existing law as does H. R. 7035 
for allagencies. H.R. 7035 has also been reported favorably by your 
committee. Section 2 consolidates into one section the authority now 
contained in two different sections of law and provides for the reimburse- 
ment of disbursing officers in the military departments who have made 
good out of their own pockets for a physical loss or deficiency of any 
Government funds, vouchers, records, or papers. As your committee 
has reported in connection with H. R. 7035, the present law contains 
an inequity in that a disbursing officer or someone in his behalf, who 
has already made restitution, cannot be reimbursed since the Comp- 
troller General has held in 27 Comptroller General 440 and in several 
subsequent decisions that present law has no application where an 
employee has removed the deficiency in his account by making restitu- 
tion. This legislation would make it unnecessary to enact private 
relief bills in order to make reimbursement. It would provide a 
permanent system of reimbursement under the administration of the 
Comptroller General and the heads of the departments and agencies 
concerned. 

COST OF PROPOSED LEGISLATION 


This legislation should not result in any increased cost to the 
Government. ‘The discretion granted by section 1 to the Comptroller 
General should merely replace the need for private relief bills which 
have been utilized up to now. This is a change in procedure which 
does not involve any reduced liability for individuals nor any change 
in income to the Government. The authority for reimbursement 
granted by section 2 only involves nominal amounts and, as indicated 
m your committee’s report on H. R. 7035, some economies should 
result because existing appropriations would be charged instead of 
authorizing additional ayments in private relief bills. The total 
amount involved for the Treasury Department at present, for example, 
is $12,700, and your committee has been informed that an equally 
nominal amount would be involved in the Department of Defense 
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from time to time. There is, of course, no way of fixing prospective 
amounts due to physical losses of funds or documents. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


That (a) whenever (1) any deficiency exists or occurs in the official disbursing accounts 
of any disbursing officer or former disbursing officer of any department, agency, or 
independent establishment of the Government in consequence of the making of any 
illegal, improper, or incorrect payment, and (2) the Comptroller Gawel or any 
officer of the General Accounting Office designated by the Comptroller General deter- 
mines, upon his own motion or upon written findings and recommendations made 
by the head of the department, agency, or independent establishment concerned, or 
his designees for that purpose, that such payment was not the result of bad faith or 
lack of due care on the part of such disbursing officer, the Comptroller General or his 
designee is authorized in his discretion to relieve such disbursing officer of account- 
ability and resvonsibility, and allow credit in his official disbursing accounts, for 
auch deficiency. Such relief may be denied in any case in which the Comptroller 
General or his designee determines that the department, agency, or independent 
establishment concerned has not diligently pursued collection action in accordance 
with procedures prescribed by the Comptroller General. 

(b) Nothing contained in this seetion shall (1) affect the liability, or authorize the 
relief, of any payee, benejiciary, or recipient of any illegal, improper, or incorrect 
payment, or (2) relieve any such disbursing officer, the head of any department, 
agency, or establishment, or the Comptroller General of responsibility to pursue 
collection action against any such payee, beneficiary, or recipient. This section 
shall not deprive any such disbursing officer of any right which he otherwise may 
have to obtain relief by any other means with respect to any illegal, improper, or 
incorrect payment. 

(c) Whenever it is necessary in the opinion of the Comptroller General to restore 
or otherwise adjust in the account of any disbursing officer any amount as to which 
relief is granted under this section, such amount, unless another appropriation is 
specifically provided therefor, shall be charged to the appropriation or fund available 
for the expense of the disbursing function at the time the adjustment is effected. 


Act oF DecEMBER 13, 1944 
(58 Stat. 800 as amended; 31 U. 8. C. 95a) 


[The General Accounting Office shall relieve any disbursing officer of the Army 
charged with responsibility on account of loss or deficiency while in the line of 
duty, of Government funds, vouchers, records, or papers in his charge, where such 
loss or deficiency occurred without fault or negligence on the part of said officer: 
Provided, That the Secretary of the Army shall have determined that the officer 
was in the line of his duty, and the loss or deficiency occurred without fault or 
negligence on his part: Provided further, That the determination by the Secretary 
of the Army of the aforesaid questions shall be conclusive upon the General 
Accounting Office: And provided further, That this section shall be applicable only 
to the actual physical loss of Government funds, vouchers, records, or papers, 
and shall not include deficiencies in the accounts of disbursing officers of the 
Army resulting from illegal or erroneous payments. } 

(a) That whenever (1) any disbursing officer of the Army, Navy, Air Force, or 
Marine Corps incurs or has incurred a physical loss or deficiency of any Government 
funds, vouchers, records, or papers in his charge and (2) the Secretary of the depart- 
ment concerned determines that such loss or deficiency occurred while the officer was 
tn line of his duty and that such loss or deficiency occurred without fault or negligence 
on his part, the General Accounting Office shall relieve such officer of the liability 
for such loss or deficiency, or authorize the reimbursement, from any appropriation 
or fund made available for that purpose, of amounts paid by or on behalf of such officer 
in restitution of such loss or deficiency. Any determination made by the Secretary 
of the department concerned under this Act shall be conclusive,upon_the General 
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Accounting Office. No relief may be granted under this Act with respect to any 
deficiency in the accounts of any disbursing officer which results from any illegal or 
erroneous payment. This Act shall not deprive any disbursing officer of any right 
which he otherwise may have to obtain relief by any other means with respect to any 
loss or deficiency covered by this Act. 

(b) No reimbursement shall be made under the amendment made by subsection (a) 
for any loss or deficiency occurring before the date of enactment of this Act. 


Tue Seconp Paracrapa UNperR THE Heapine “Pay, MISCELLANEOUS”, OF THB 
First Section oF tHe Act or Jury 11, 1919 


(41 Stat. 132 as amended; 31 U. S. C. 105) 


{The General Accounting Office shall relieve any disbursing officer of the 
Navy charged with responsibility on account of loss or deficiency while in the 
line of his duty, of Government funds, vouchers, records, or papers, in his charge, 
where such loss or deficiency occurred without fault or negligence on the part of 
said officer: Provided, That the Secretary of the Navy shall have determined 
that the officer was in the line of his duty, and the loss or deficiency occurred with- 
out fault or negligence on his part. The determination by the Secretary of the 
Navy of the aforesaid questions shall be conclusive upon the General Accounting 
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RELIEF OF ACCOUNTABLE OFFICERS OF THE 
GOVERNMENT 





June 29, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


[To accompany H. R. 7035] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7035) to amend section 1 of the act entitled “An act 
to authorize relief of accountable officers of the Government, and for 
other purposes,” approved August 1, 1947 (61 Stat. 720), having con- 


sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE LEGISLATION 


The act of August 1, 1947, authorizes the Comptroller General to 
relieve any disbursing or other accountable officer charged with 
responsibility on account of physical loss or deficiency of Government 
funds, vouchers, records, checks, securities, or papers in his charge. 
This authority extends only to actual physical loss of Government 
funds or documents. It does not relieve the Government officer 
involved from responsibility or liability for discrepancy in his accounts 
due to illegal, improper, or incorrect payments made by him for which 
he is accountable. The act requires that the loss or deficiency shall 
have occurred while the officer was acting in the discharge of his official 
duties, or that such loss or deficiency occurred by reason of the act 
or omission of a subordinate of such officer. Furthermore, the act 
requires that the loss or deficiency shall have occurred without fault 
or negligence on the part of the officer or agent. 

H. R. 7035 does not change any of these provisions of existing law. 
Certain inequities have arisen, however, as a result of the adminis- 
tration of the act of August 1, 1947. This is so because the Comp- 
troller General has held in 27 Comptroller General 440 and several 
subsequent decisions that the act has no application where an em- 
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ployee, or someone in his behalf, has made restitution for a deficiency 
in an account, since in such case the restitution legally removes any 
deficiency in the account. Thus, disbursing or other accountable 
officers, or those who pay on their behalf, who make good physical 
losses of funds or Government securities out of their own pockets are 
penalized in the sense that there is no legal method of reimbursing 
them without enactment of relief bills to take care of individual cases. 

H. R. 7035 would remedy these inequities by authorizing the Comp- 
troller General to authorize reimbursement from available appropria- 
tions or funds of disbursing or other accountable officers or agents 
for amounts paid by them or in their behalf in restitution of an actual 
physical loss or deficiency. This would apply to amounts paid by 
or on behalf of such officers since August 1, 1947, the date of existing 
law now authorizing relief but not reimbursement. 

The executive agencies who reported on this legislation at the request 
of your committee urge the adoption of the legislation. It was also 
pointed out that the enactment of this legislation will eliminate the 
need for relief bills for individual officers and employees. 

The Comptroller General in letters of April 14 and June 7, 1955, 
recommended favorable consideration of this legislation. He pointed 
out that the effect of this legislation would be to extend to those 
officers who had balanced their accounts by the use of their personal 
funds, the same consideration which presently is given to those who 
have not made restitution. The Comptroller General also stressed 
that this legislation would eliminate the need for private relief bills 
in cases where, if restitution would not have been made, relief would 
have been granted under the act of August 1, 1947. Following the 
recommendations of the Comptroller General, the bill contains lan- 
guage (a) to permit refunds of amounts paid for on behalf of an oflicer 
or agent by a person other than the officer or agent personally as, for 
example, where the amounts are paid by a surety, or where a collection 
is effected from the estate or final salary of a decedent; (6) to authorize 
proper refunds paid before as well as after the enactment of the bill 
where relief otherwise would be allowable under the act of August 1, 
1947; (c) to permit adjustments in the accounts of disbursing or other 
accountable officers as to items for which relief is allowed under the 
act of August 1, 1947, in those cases where it is necessary to restore the 
amounts to the accounts of the disbursing officer. 


COST OF PROPOSED LEGISLATION 


There should be no additional cost occasioned by this legislation. 
In fact, some economy should result. This is so because in the past 
private relief bills have been enacted which have required an additional 
outlay. Under the procedure authorized by H. R. 7035 an existing 
appropriation or fund will be charged. No new appropriation by 
the Congress will be required. In the exercise of the authority granted 
by this legislation, the Comptroller General will continue to be guided 
by a scrupulous regard for the criteria which have been the basis of 
his recommendations to the Congress in the past. 

It is not possible to estimate with preciseness the future refunds 
which will result from actual physical loss of public funds, vouchers, 
records, checks, securities, or papers. In any event, the amount of 
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actual cash involved is small. At present, for example, a deficiency 
of approximately $12,700 remains in the accounts of the accountable 
officers of the Treasury Department even though they are no longer 
personally liable for the deficiency. 


CHANGLS IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 1 or Act or Avaust 1, 1947 
(61 Stat. 720, 31 U. S. C. 82a-1) 


The General Accounting Office is authorized, after consideration of the pertinent 
findings and if in concurrence with the determinations and recommendations of 
the head of the department or independent establishment concerned, to relieve 
any disbursing or other accountable officer or agent or former disbursing or other 
accountale officer or agent of any such department or independent establishment 
of the Government charged with responsibility on account of physical loss or 
deficiency of Government funds, vouchers, records, checks, securities, or papers 
in his charge, or to authorize the reimbursement, from any appropriation or fund 
available for purposes of the activity in which the loss or deficiency occurred, of 
amounts paid subsequent to August 1, 1947, by or on behalf of the officer or agent in 
restitution of the loss or deficiency, if the head of the department or independent 
establishment determines (1) that such loss or deficiency occurred while such 
officer or agent was acting in the discharge of his official duties, or that such loss 
or deficiency occurred by reason of the act or omission of a subordinate of such 
officer or agent; and (2) that such loss or deficiency occurred without fault or 
negligence on the part of such officer or agent. This Act shall be applicable 
only to the actual physical loss or deficiency of Government funds, vouchers, 
records, checks, securities, or papers, and shall not include deficiencies in the 
accounts of such officers or agents resulting from illegal or erroneous payments. 
Whenever it is necessary in the opinion of the Comptroller General to restore or 
otherwise adjust the account of any disbursing or accountable officer or agent or former 
disbursing or other accountable officer for relief heretofore or hereafter granted under 
this act, the amount of such relief shall, unless another appropriation is specifically 
provided therefor, be charged to the appropriation or fund available for the expense 
of the disbursing or other accountable function at the time the adjustment is effected. 
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Igne 29, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Moss from the Committee on Government Operations, 
submitted the following 


REPORT 


{To accompany H. J. Res. 330) 


The Committee on Government Operations, to whom was referred 
the joint resolution (H. J. Res. 330) to provide for the acceptance and 
maintenance of Presidential libraries, and for other purposes, havin 
considered the same, report favorably thereon with amendments an 
recommend that the joint resolution do pass. 

The amendments are as follows: 

Page 1, line 9, strike out ‘“The” and insert “the”. 

Page 2, line 10, strike out “(h)” and insert ‘“(g)”. 

Page 3, line 16, after “created,” insert “‘and of the terms of such 
proposed deposit,”’. 

Page 4, line 15, after “subsection” insert “‘or otherwise’. 

Page 4, line 18, after “Provided,” insert: 

That the Administrator, in negotiating for the deposit of Presidential historical 
materials, shall take steps to secure to the Government, so far as possible, the 
right to have continuous and permanent possession of such materials: Provided 
urther, 

; Page 6, beginning with line 14, strike out everything down through 
ine 22. 

Page 6, line 25, strike out “‘(i)”’ and insert “‘(h)”’. 

Page 7, line 2, strike out “established” and insert “operated by the 
United States”. 

House Joint Resolutions 331 and 332, introduced by Mr. Martin of 
Massachusetts and Mr. Rees of Kansas, respectively, are identical 
with House Joint Resolution 330 as introduced by Mr. McCormack 
of Massachusetts. 


GENERAL PURPOSE 


The primary purpose of the legislation is to provide a statutory 
vehicle for the preservation and administration by the Government 
under our national archives system of the papers and other historical 

- 
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materials of any President or former President of the United States, as 
well as papers relating to and contemporary with any President or 
former President of the United States, and of any other official or 
former official of the United States by granting authority to the 
Administrator of General Services to— 

(1) accept such papers and materials for preservation; 

(2) accept and take title to, for and in the name of the United 
States, after detailed report to Congress in each instance, land, 
buildings, and equipment offered as a gift to the United States 
to be utilized as a Presidential archival depository; 

(3) enter into agreements, after detailed report to Congress in 
each instance, with any State, political subdivision, university, 
institution of higher learning, institute, or foundation to utilize 
as a Presidential archival depository land, buildings, and equip- 
ment of any such State, subdivision, institution, or organization 
to be made available by it without transfer of title to the United 
States; 

(4) maintain, operate, and protect such Presidential archival 
depositories as a part of the national archives system; 

(5) exercise, with respect to material deposited in such deposi- 
tories all the functions and responsibilities otherwise vested in 
him pertaining to Federal records or other documentary materials 
in his custody or under his control; and 

(6) accept gifts or bequests of money or other property for 
the purpose of maintaining, operating, protecting, or improving 
any Presidential archival depository. 


NEED FOR LEGISLATION 


The enactment of the resolution into law would end the lack of 
a systematic arrangement for the preservation and use of Presidential 

apers that has resulted in irreparable loss or dispersion of important 

odies of Presidential documents during the 166 years of our Nation’s 
existence. It would enable our Presidents and former Presidents to 
plan for the preservation of their papers at the place of their choice 
with the knowledge that the Government has made provision to 
receive them in the archives of the Nation with adequate provisions 
for their preservation, with proper safeguards for their administra- 
tion, and with restrictions on their use that recognize and protect 
the President’s rights. 

The enactment of the resolution would result in the geographical 
decentralization of collections of papers that form an immensely val- 
uable part of our historical and cultural heritage—a highly desirable 
objective at any time, particularly in this atomic age—and would 
provide depositories for other historical records having permanent 
value. While the passage of the resolution would also relieve our 
former Presidents, either themselves or through friends, of individually 
providing for the preservation and administration of their papers, 
this is simply an incidental result. 

Furthermore, the passage of the legislation would not only enable the 
Government to acquire valuable Gsllactlobs of historical materials and 
property without cost but, by making possible the housing within 
one establishment of all types of materials that help to explain the 
history of a President and his period, would stimulate interest and 





as 
or 
or 
the 


ted 
nd, 


ites 


3 in 
ity, 
lize 
lip- 
ion 
ited 


ival 


OSI- 
1 in 
rials 


for 
ying 


k of 
ntial 
tant 
ion’s 
Ss to 
1oice 
n to 
sions 
stra- 
tect 


hical 

val- 
rable 
‘ould 
nent 
. our 
ually 
pers, 


e the 
3 and 
ithin 
1 the 
, and 


PRESIDENTIAL LIBRARIES: 3 


research in American history. While preserving the individualism of 
a President’s archival collection in its proper locale, it would permit 
the integration of the collection into a properly dispersed national 
system. It would also serve the purpose of creating in this generation 
and for generations yet unborn greater understanding of, and deeper 
devotion to, our constitutional processes and our national ideals. 

Our country, with its free allies, is locked in an age-long test of 
strength with ruthless and outwardly powerful totalitarian forces. 
Our internal strength will decide the outcome of the issue. This 
strength is the sum of the strengths of free and liberty-loving individ- 
uals, educated in our way of life and deeply cognizant of the centuries 
of struggle for freedom which are reflected in our priceless heritage. 
It is necessary that each of our citizens not only knows these facts but 
believes in them to the degree that they are incorporated into his 
daily way of life, and if necessary he is willing to fight for their preser- 
vation. 

SECTION-BY-SECTION ANALYSIS 


The proposed joint resolution amends section 507 of the Federal 
Property and Administrative Services Act of 1949, as amended 
(44 U.S. C., see. 397). 

(a) Paragraph (1) of subsection (e) authorizes the acceptance for 
deposit by the Administrator of General Services of the papers and 
other historical materials of any President or former President of the 
United States, or of any other official or former official of the Govern- 
ment, and other papers related to and contemporary with any Presi- 
dent or former President of the United States. The essential differ- 
ences between the provisions of paragraph (1) of the existing subsection 
(e) and of this paragraph are that this paragraph— 

(1) Includes among materials that may be accepted for deposit the 
papers of any former President of the United States. The existing 
subsection (e) provides for the acceptance of the papers of the “present 
President of the United States” and his successors and thus precludes 
the acceptance for deposit by the Administrator of the papers of 
former Presidents of the United States. 

(2) Includes among materials that may be accepted for deposit 
“other papers relating to and contemporary with any President or 
former President of the United States.’”’? Under this provision, his- 
torically valuable papers from any source, including private indi- 
viduals or organizations with which the President has been associated, 
may be accepted for deposit; 

(3) Substitutes the phrase “or of any other official or former official 
of the Government” for the phrase in existing law “heads of executive 
departments, and such other officials of the Government as the 
President may designate,” in describing depositors whose papers may 
be accepted for deposit by the Administrator. Under this provision 
the historically valuable papers of a President’s associates or con- 
temporaries, including Members of Congress, could be accepted for 
deposit; and 

(4) Deletes the proviso in paragraph (1) of the existing subsection 
(e) that limits the period during which restrictions on the use of 
materials deposited shall have force and effect to the lifetime of the 
depositor or to 25 years, whichever is longer, and provides that papers 
may be accepted for deposit subject to restrictions agreeable to the 
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Administrator as to their use. It might well be desirable to restrict 
the use of some papers, such as private family papers or papers con- 
taining medical data for a longer period than 25 years. 

Paragraph (2) of subsection (e) is identical to paragraph (2) of the 
existing subsection (e). It continues in effect the authority now 
vested in the Administrator to accept for deposit specified types of 
material from private sources that are appropriate for preservation 
by the Government as evidence of its activities. 

The provision at the end of the existing subsection (e) that title to 
materials deposited under that subsection shall pass to and vest in the 
United States has been deleted because— 

(1) Some private donors prefer to place materials on deposit for a 
specified period, at the expiration of which title passes to the deposi- 
tory. Such a practice, which is customary with most manuscript 
and archival depositories and which might well be advisable for the 
Government to follow on occasions, is precluded by the provision in 
existing law respecting title; and 

(2) Adequate provisions for acquiring title to papers and materials 
accepted by the Administrator under the provisions of subsection (e) 
can be incorporated into agreements and other instruments of transfer 
entered into between donors and the Administrator. 

(6) Subsection (f) of section 507, authorizing the Administrator to 
make and preserve specified types of motion-picture films, still pic- 
tures, and sound recordings and to perform certain activities in con- 
nection therewith, is retained in its entirety, but is redesignated as 
subsection (g). 

(c) The new subsection designated as subsection (f) authorizes the 
Administrator— 

(1) To accept for the Government any land, buildings, and equip- 
ment offered as a gift to the Government for the purposes of creating 
a Presidential archival depository; to take title to such land, buildings, 
and equipment on behalf of the United States; to maintain, operate, 
and protect them as a Presidential archival depository and as a part 
of the national archives system; to enter into agreements with any 
State, political subdivision, university, institution of higher learning, 
institute, or foundation to utilize as a Presidential archival depository 
land, buildings, and equipment of such State, subdivision, university, 
or other organization to be made available by it without transfer of 
title to the United States; and to maintain, operate, and protect such 
depository as a part of the national archives system. The subsection 
contains provisos, however, (1) requiring the Administrator to submit 
a written report on any such proposed Presidential archival depository 
to the President of the Senate and the Speaker of the House of 
Representatives which shall include— 

(a) a description of the land, buildings, and equipment offered 
as a gift or to be made available without transfer of title; 

(b) astatement of the terms of the proposed agreement, if any; 

(c) a general description of the types of papers, documents, or 
other historical materials which it is proposed to deposit in the 
Presidential archival depository so to be created, and of the terms 
of such proposed deposit; 

(d) a statement of the additional improvements and equip- 
ment, if any, necessary to the satisfactory operation of such, 
depository, together with an estimate of the cost thereof; and 
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(e) an estimate of the annual cost to the United States of 
operating, maintaining, and protecting such depository ; 
and (2) prohibiting the Administrator from taking title to any such 
land, buildings, or equipment, and from entering into any such agree- 
ment, until the expiration of the first period of 60 calendar days of 
continuous session of the Congress following the date on which such 
report is transmitted. 

The provisions of paragraph (1) of subsection (f) that authorize the 
Administrator of General Services to accept land, buildings, and equip- 
ment, and to take title thereto on behalf of the United States, offered 
as a gift to the United States to be utilized, and to be maintained, 
operated, and protected, by the Administrator as a Presidential 
archival depository are designed as general legislation that would 
enable the Administrator to take over and operate as an integral part 
of our national recordkeeping system any Presidential library when it 
is offered to the Government as a gift. The immediate occasion for 
such provisions is to enable the Administrator to accept the land, 
buildings, and equipment to be donated to the United States Govern- 
ment by the Harry S. Truman Library, Inc., for the purpose of 
housing, preserving, and making available for use the papers and other 
historical materials of former President Truman. 

The provisions of paragraph (1) of subsection (f) that authorize 
the Administrator to enter into agreements with any State, university, 
or other specified organization to utilize as a Presidential archival 
depository land, buildings, and equipment of such State, university, 
or other specified organization made available by it without transfer 
of title to the United States, and to maintain, operate, and protect 
such depository as a part of the national archives system are designed 
to provide facilities for housing, preserving, and administering the 
papers, books, and mementoes of a President or former President of 
the United States during the interim between his leaving office and 
the completion of facilities for a Presidential library. In addition, 
if a situation should arise where the title to a Presidential library 
could not, for some reason, be vested in the Government, this pro- 
vision would authorize the Administrator nevertheless to manage 
and operate it as part of our national recordkeeping system. 

The provisos in paragraph (1) of subsection (f) serve to provide the 
Congress with an opportunity to review proposals to take title to 
land, buildings, and equipment offered as a gift to the United States 
for use as a Presidential archival depository or to enter into an agree- 
ment with a State or any other specified institution or organization 
to utilize land, buildings, and equipment made available by it for a 
similar purpose without transfer of title to the United States, and to 
take action within 60 days disapproving any such proposal. 

(2) To deposit in any such Presidential archival depository any 
material authorized for acceptance under the provisions of subsection 
(e), or any Federal records appropriate for preservation therein. 
The provisions of this paragraph of subsection (f) authorize the 
Administrator, having accepted a Presidential archival depository, 
to place in it all the kinds of papers he is authorized to accept under 
subsection (e) plus any Federal records that it may be appropriate to 
preserve in such a depository rather than in the National Archives in 
Washington, 
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(3) With respect. to materials deposited in any Presidential archival 
depository— 

(a) To exercise all the functions and responsibilities otherwise 
vested in him pertaining to Federal records or other documentary 
materials in his custody or under his control. This provides the 
authority needed by the Administrator to administer adequately the 
materials deposited in such a depository; 

(b) To hold them subject to such restrictions respecting their use 
as may be specified in writing by the donors or depositors, including 
the restrictions that they shall be kept in a Presidential archival 
depository, and to enforce such restrictions for so long a period as shall 
have been specified, or until they are revoked or terminated by the 
donors or depositors or by persons legally qualified to act on their 
behalf with respect thereto. These provisions make it clear that the 
Administrator, once having come to agreement with the donor on 
restrictions as to use, in accordance with subsection (e), has the 
authority to enforce such restrictions. Authority to agree to, and to 
enforce, certain restrictions as to access and use is essential if private 
papers are to come into public custody at all. Under this legislation, 
however, the Administrator is not required to accept papers if the 
restrictions imposed by the donor are unreasonable. 

(ec) Subject to such restrictions, to dispose by sale, exchange, or 
otherwise of any such materials which the Archivist may determine 
to have no permanent value or historical interest or to be surplus to 
the needs of any Presidential archival depository. Without this pro- 
vision, such materials would have to be retained indefinitely in such 
depositories at the expense of the Government; 

(4) To cooperate with and to assist any university, institution of 
higher learning, institute, foundation, or other organization or quali- 
fied individual to further or to conduct study or research in any his- 
torical materials deposited in any Presidential archival depository. 
The purpose of this paragraph of subsection (f) is to authorize co- 
operative arrangements with institutions of learning, other organiza- 
tions, and qualified individuals, to encourage scholarly research in 
materials deposited in Presidential archival depositories; 

(5) To charge and collect fees for admission to exhibit rooms and 
museum space in any such depository. It is estimated that this pro- 
vision will produce a substantial revenue amounting, perhaps, to 
approximately one-third of the annual cost of maintaining and oper- 
ating such a depository; 

(6) To provide reasonable office space in any Presidential archival 
depository for the personal use of any former President of the United 
States. Any former President of the United States who has donated 
his papers for deposit in such a depository will want to have frequent 
access to his papers and has a right to expect that adequate office 
facilities will be made availale to him. It seems equitable that he 
should be provided with such facilities; and 

(7) To accept gifts or bequests of money or other property for the 
purpose of maintaining, operating, protecting, or improving any 
Presidential archival depository, with a proviso that the proceeds of 
any such gifts or bequests, together with the proceeds from any fees 
or from any sale of historical materials or other specified items having 
to do with any such depository, shall be paid into the National 
Archives trust fund provided for in section 5 of the act of July 9, 
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1941, to be held, administered, and expended under the provisions of 
such section for the benefit and in the interest of the Presidential 
archival depository in connection with which they were received, 
including such administrative and custodial expenses thereof as the 
Administrator may determine. This paragraph of subsection (f) 
makes possible the acceptance of gifts or bequests to be used for 
specified purposes for the benefit and in the interest of any Presidential 
archival depository and provides that the proceeds of such gifts or 
bequests, as well as proceeds from fees and from sales of historical 
materials, shall be paid into the National Archives trust fund, to be 
held, administered, and expended under the provisions of the National 
Archives Trust Fund Act for the benefit and in the interest of the 
Presidential archival depository in connection with which they were 
received. 

In the bill, as reported, the committee has deleted the subsection 
(g) which contained provisions for certain tax exemptions. Under 
existing law gifts and bequests made under this act would be exempt 
from Federal estate and gift taxes, and would be deductible under the 
Federal income-tax law. The Federal admissions tax would not be 
applicable to admissions charged to archival depositories because 
section 4233 (a) (6) exempts from admissions tax admissions to “an 
historical site, house, or shrine, to a museum of history, art, or science, 
or to any exhibition in connection with any of the foregoing’’ operated 
by a State, the United States, or a tax-exempt charitable institution. 

(d) The new subsection designated as (h) merely defines (1) the 
term ‘Presidential archival depository,” and (2) the term “historical 
materials.” 

CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the joint resolu- 
tion, as introduced, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


Section 507 


(e) The Administrator [may] is authorized, whenever he deems it to be in the 
public interest, to accept for deposit— 

(1) [the personal] The papers and other [personal] historical [docu- 
mentary] materials of [the present] any President or former President of 
the United States, [his successors, heads of executive departments, and 
such] or of any other oe official or former official of the Government, 
[as the President may designate, offered for deposit under restrictions respect- 
ing their use specified in writing by the prospective depositors: Provided, 
That restrictions so specified on such materials, or any portions thereof, 
accepted by the Administrator for such deposit shall have force and effect 
during the lifetime of the depositor or for a period not to exceed twenty-five 
years whichever is longer, unless sooner terminated in writing by the de- 
positor or his legal heirs: And provided further That the Archivist deter- 
mines that the materials accepted for such deposit wil have continuing his- 
torical or other values;] and other papers relating to and contemporary with 
any President or former President - the United States, subject to restrictions 
agreeable to the Administrator as to their use; and 

(2) documents, including motion-picture films, still pictures, and sound 
recordings, from private sources that are appropriate for preservation by the 
Government as evidence of its organization, functions, policies, decisions, 
procedures, and transactions 
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tle to materials so deposited under this subsection shall pass to and vest in 
United States.] 


(f) The Administrator is authorized, whenever he deems it to be in the public 


interest 
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(1) To accept, for and in the name of the United States, any land, buildings, 
and equipment offered as a gift to the United States for the purposes of creating a 
Presidential archival depository, and to take title to such land, buildings, and 
equipment on behalf of the United States, and to maintain, operate, and protect 
them as a Presidential archival depository, and as part of the national archives 
system; and to enter into agreements, upon such terms and conditions as he deems 

roper, with any State, political subdivision, university, institution of higher 

arning, institute, or foundation to utilize as a Presidential archival depository 
land, buildings, and equipment of such State, subdivision, university, or other 
organization, to be made available by it without transfer of title to the United 
States, and to maintain, operate, and protect such depository as a part of the 
national archives system: Provided, That the Administrator shall submit a report 
tn writing on any such proposed Presidential archival depository to the President 
of the Senate and the Speaker of the House of Representatives, which report shall 
include a description of the land, buildings, and equipment offered as a gift or 
to be made available without transfer of title as aforesaid, a statement of the terms 
of the proposed agreement, if any, a general description of the types of papers, 
documents, or other historical materials which it is proposed to deposit in the 
Presidential archival depository so to be created, a statement of the additional 
improvements and equipment, tf any, necessary to the satisfactory operation of 
such depository, together with an estimate of the cost thereof, and an estimate of 
the annual cost to the United States of maintaining, operating, and protecting 
such depository: Provided further, That the Administrator shall not take title to 
any such land, buildings, and equipment or enter into any such agreement, until 
the expiration of the first period of sixty calendar days of continuous session of 
the Congress following the date on which such report is transmitted, which sizty- 
day period shall be computed as follows: continuity of session shall be considered 
as broken only by an adjournment sine die, but the days on which either House 
ts not in session because of an adjournment of more than three days to a day 
certain shall be excluded from the computation: 

(2) To deposit in any such Presidential archival depository any papers, docu- 
ments, or other historical material accepted under subsection (e), or any Federal 
records appropriate for preservation therein; 

(3) To exercise, with respect to any papers, documents, or other historical 
materials deposited under this subsection in any Presidential archival depository, 
all the functions and responsibilities otherwise vested in him pertaining to Federal 
records or other documentary materials in his custody or under his control: Pro- 
vided, That papers, documents, or olher historical materials accepted and deposited 
under subsection (e) and this subsection shall be held subject to such restrictions 
respecting their availability and use as may be specified in writing by the donors 
or depositors, including the restriction that they shall be kept in a Presidential 
archival depository, and such restrictions shall be respected for so long a period 
as shall have been specified, or until they are revoked or terminaied by the donors 
or depositors or by persons legally qualified to act on their behalf with respect 
thereto: Provided further, That subject to such restrictions, the Administrator 
may dispose by sale, exchange, or otherwise, of any papers, documents, or other 
materials which the Archivist may determine to have no permanent value or his- 
torical interest or to be surplus to the needs of any Presidential archival depository; 

(4) To cooperate with and to assist any university, institution of higher learn- 
ing, institute, foundation, or other organization or qualified individual to further 
or to conduct study or research in any historical materials deposited in any Presi- 
dential archival depository; 

(5) To charge and collect reasonable fees for the privilege of visiting and view- 
ing any exhihit rooms or museum space in any such Presidential archival 
depository; 

(6) To provide reasonable office space in any Presidential archival depository 
for the personal use of any former President of the United States; and 

(7) To accept gifts or bequesis of money or other property for the purpose of 
maintaining, operating, protecting, or improving any Presidential archiva! de- 
pository: Provided, That the proceeds of any such gifts or bequests, together with 
the proceeds from any fees or from any sales of historical materials, copies or 
reproductions thereof, catalogs, or other items, having to do with any Presidential 
archival depository, shall be paid into the National Archives Trust Fund provided 
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for in section 5 of the Act of July 9, 1941, to be held, administered, and expended 
under the provisions of such section for the benefit and in the interest of the 
Presidential archival depository in connection with which they were received, in- 
cluding such administrative and custodial expenses thereof as the Administrator 
may determine. 

(g) All property, including real estate, historical materials, and funds, accepted or 
received under subsection (e) or (f) shall be exempt from all tazes levied by the District 
of Columbia and all Federal tazes, and rood or bequests accepted under subsection 
(e) or (f), including the gift of an archival depository, or of historical materials for 
deposit therein, shall for the purposes of Federal income, estate, and gift taxes, be 
deemed gifts or bequests to the United States. 

{(f)] (4) The Administrator is hereby authorized to make and preserve motion- 

icture films, still pictures, and sound recordings pertaining to and illustrative of 
the historical development of the United States Government and its activities, 
and to make provisions for preparing, editing, titling, scoring, processing, dupli- 
cating, reproducing, exhibiting, and releasing for non-profit educational purposes, 
motion-picture films, still pictures, and sound recordings in his custody. 

(i) When used in this section— 

(1) The term ‘‘Presidential archival depository’? means an institution estab- 
lished to house and preserve the papers and books of a President or former 
President of the United States, together with other historical materials belonging 
to a President or former President of the United States, or related to his papers 
or to the events of his official or personal life. 

(2) The term “historical materials” includes books, correspondence, docue 
ments, papers, pamphlets, works of art, models, pictures, photographs, plats, 
maps, films, motion-pictures, sound recordings, and other objects or materials 
having historical or commemorative value. 


O 
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1st Session Part 2 





PRESIDENTIAL LIBRARIES 





June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Horrman of Michigan, from the Committee on Government 
Operations, submitted the following 


ADDITIONAL VIEWS 


[To accompany H. J. Res. 330] 


While the purpose of House Joint Resolution 330 is admirable, 
there would appear to be no reason why the objective cannot be ac- 
complished by authorizing either the Librarian or the custodian of 
the Archives to do all of the things contemplated by this resolution. 


The National Archives establishment and its functions, records, 
roperty, yore publications and commitments were all trans- 


erred to the GSA and there would appear to be no reason why— 


the papers and other historical material of any President or former President 
of the United States, or of any other official or former official of the Government, and 
other papers relating to and contemporary with any President or former Presi- 
dent of the United States, subject to restrictions agreeable to the Administrator 
as to their use; and 

documents, including motion-picture films, still pictures, and sound recordings, 
from private sources that are appropriate for preservation by the Government as 
evidence of its organization, functions, policies, decisions, procedures, and trans- 
actions. 


should not be transferred to that agency or organization. 

Nor does there appear to be any reason why the authority given to 
the Administrator by subsequent provisions of this bill should not be 
given to the National Archives establishment. 

Such a procedure would avoid most of the inevitable, unnecessary 
and continuing expense of maintaining in various places in the United 
States the “historical materials” referred to in the bill. 

Not only is the additional cost which will be imposed upon the tax- 
payers by the enactment of this measure unnecessary, but undoubt- 
edly the program will grow—we will have libraries and depositories 
here and there—whenever a Member of tbis or the other body can 
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crane a subsequent Congress to establish such a function in his 
istrict. 


It isn’t the initial cost, but the upkeep which will eventually be- 
come unduly burdensome. 
Respectfully submitted. 


Cruare E. Horrman. 
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CONSIDERATION OF H. R. 5166 





June 29, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Detaney, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 292] 


The Committee on Rules, having had under consideration House 
Resolution 292, report the same to the House with the recommunda- 
tion that the resolution do pass. 
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84TH CoNGRESS ; HOUSE OF REPRESENTATIVES ¥° Report 
1st Session No. 1029 





AUTHORIZING THE STATE OF ILLINOIS AND THE SANITARY 
DISTRICT OF CHICAGO, UNDER THE DIRECTION OF THE 
SECRETARY OF THE ARMY, TO TEST, ON A 3-YEAR BASIS, THE 
EFFECT OF INCREASING THE DIVERSION OF WATER FROM 
LAKE MICHIGAN INTO THE ILLINOIS WATERWAY 





June 29, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Buatnik, from the Committee on Public Works, submitted the 
following 


REPORT 


(To accompany H. R. 3210] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 3210) to authorize the State of Illinois and the Sanitary District 
of Chicago, under the direction of the Secretary of the Army, to test, 
on a 3-year basis, the effect of increasing the diversion of water from 
Lake Michigan into the Illinois Waterway, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


H. R. 3210 authorizes the State of Illinois and the Sanitary District 
of Chicago, under the supervision and direction of the Secretary of the 
Army, to withdraw from Lake Michigan, in addition to all domestic 
pumpage, a total annual average of 2,500 cubic feet of water per 
second, to flow into the Illinois Waterway for a period of 3 years from 
enactment of the legislation. It further provides that the Secretary 
of the Army shall study the effects of the increased diversion so 
authorized and shall report, with recommendations, to the Congress 
the results of such study on or before January 31, 1959. 

The committee held hearings in the 82d and 83d Congresses and 
again in this Congress on legislation providing for diversion of water 
from Lake Michigan. At these hearings testimony was presented by 
Members of Congress sponsoring the various bills | reenren. before the 
committee on this subject, and by representatives of interested Federal 
agencies. Other witnesses included spokesmen for the Sanitary Dis- 
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trict of Chicago, the Great Lakes Harbor Association, the Lake 
Carriers Association, local associations of commerce and industry, and 
private property owners. 

The Illinois River and connecting channels, including the Chicago 
Drainage Canal, constitute the Illinois Waterway which is under 
Federal improvement by the construction of locks and dams, sup- 

lemented by dredging, to provide a 9-foot channel between the 

ississippi River and the head of the Federal project for lake-boat 
navigation on the Chicago River. The River and Harbor Act of 
July 3, 1930, authorized improvement of the Illinois Waterway and 
provided that the water authorized to be diverted by the decree of 
the Supreme Court “is hereby authorized to be used for the naviga- 
tion of said waterway.” 

The act provided further that, as soon as practicable after comple- 
tion of the waterway, the Secretary of the Army was to report to the 
Congress— 
the minimum amount of flow that will be required annually to meet the needs of 
such waterway and that will not substantially injure the existing navigation on 


the Great Lakes to the end that Congress may take such action as it may deem 
desirable. 


House Document 184, 73d Congress, contains the report called 
for by the act of July 3, 1930, with these findings, among others: 

* * * aside from sanitary requirements, the minimum average flow from 
Lake Michigan required to meet the needs of a commercially useful waterway in 
the Illinois River is a direct diversion of 1,500 cubic feet per second in addition to 
domestic pumpage by the city of Chicago. It does not appear possible to arrive 
at a conclusive determination whether this flow will afford suitable sanitary con- 
ditions on the waterway after the sewage purification plants at Chicago have been 
completed and placed in operation. 

That report was submitted to the Congress on December 7, 1933. 
Commerce on the Illinois Waterway, which amounted only to about 
200,000 tons in 1933, has increased to over 16 million tons in 1950. 
The diversion since 1938 has remained at 1,500 cubic feet per second. 

Testimony was presented to the committee by the Sanitary District 
of Chicago representatives to the effect that $300 million has been 
expended toward sewage treatment since 1930, and that substantially 
all (99 percent by volume) of the sewage has been receiving complete 
treatment since April 1950. Even with complete treatment there 
still appears to be serious pollution in the upper reaches of the water- 
way. It was testified that exhaustive studies by competent sanitary 
engineers indicate an increased diversion of 1,000 cubic feet per 
second above the present 1,500 cubic feet per second would remedy 
the conditions complained of in the Illmois Waterway from Chicago 
to the Mississippi River. 

The committee is aware that the diversion of water at Chicago from 
Lake Michigan through the drainage canal of the sanitary district has 
been the ps THON of considerable controversy. It will be noted, how- 


ever, that H. R. 3210 differs from bills offered in previous Congresses 
in that it imposes certain limitations with respect to the maximum 
amount of diversion that could be effected at any one time. The bill 
expressly specifies that the maximum direct diversion from Lake 
Michigan shall not at any time exceed a flow of 5,000 cubic feet per 
second and provides that the Secretary of the Army shall at all times 
have direct control and supervision of the amounts of water directly 
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diverted from Lake Michigan. Further, it provides that the Secretary 
of the Army shall now allow any water to be directly diverted from 
Lake ag a 8 to flow into the Illinois Waterway during times of 
flood in the Illinois, Des Plaines, Chicago, or Calumet Rivers. These 
are safeguards which the committee believes will meet some of the 
objections of residents and property owners of the downriver area. 

The committee believes that in view of the radically changed 
conditions since the 1933 report was made to Congress, that the 
Secretary of the Army should cause a new study to be made. Testi- 
mony of representatives of the Corps of Engineers indicated that 
such a study should extend over a period of approximately 3 years 
and also that experimental temporary increases in annual average 
diversion of not to exceed 1,000 cubic feet per second should be 
authorized during the course of the study. This amount of diversion 
during the study could have little adverse effect on lake or river 
interests and would afford an opportunity to secure much valuable 
information on the exact effects of an increased flow. The 3-year 
study period would be a test period during which time the Corps of 
Engineers, together with the Public Health Service, would observe 
and evaluate the effects of the increased diversion. At the end of 
that period a report would be made to the Congress containin 
recommendations as to whether such diversion is beneficial oa 
whether it should be decreased or increased. The effects of the 
temporary diversion would be incorporated into the Great Lakes 
Water Levels Report which will be submitted to Congress by the 
Secretary of the Army as a result of a study now underway by the 
Corps of Engineers. The lowering effect on the lakes of the additional 
1,000 cubic feet per second would be less than 1 inch on Lakes Michi- 
gan-Huron and about one-half inch on Lakes Erie and Ontario, and 
these effects would not be realized until several years after the increased 
diversion commenced. 

The committee is of the view that the experimental increases and the 
study authorized in this bill will afford an opportunity to secure 
much valuable information on the exact effects of an increased flow 
through the Illinois Waterway. 

The estimated cost to the United States is $280,000 to cover the 
costs of the study and review, of which $190,000 would be incurred by 
the Department of Health, Education, and Welfare. 

The Department of the Army report on this bill has not yet been 
received but the committee is informed by representatives of the Corps 
of Engineers that the Army offers no ebiettion to the enactment of 
this legislation. 

O 
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June 29, 1955.—Ordered to be printed 





Mr. Mauon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 6042) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6042) 
making appropriations for the Department of Defense for the fiscal 
year ending June 30, 1956, and for other purposes, having met, after 
full and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the Senate recede from its amendments numbered 8, 17, 21, 24, 
25, 27, 34, and 35. 

That the House recede from its disagreement to the amendments of 
the Senate numbered 1, 2, 3, 4, 9, 10, 11, 12, 13, 14, 15, 16, 18, 19, 22, 
23, 28, 30, 31, and 32, and agree to the same. 

Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $400,000; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $31,000,000; 
and the Senate agree to the same. 
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2 DEPARTMENT OF DEFENSE APPROPRIATION BILL, 1956 


Amendment numbered 29: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 


as follows: 


In lieu of the matter proposed by said amendment insert the 


following: 


' Spun silk yarn for cartridge ‘cloth (subject to the same conditions as 
apply to other commodities in this paragraph) 


And the Senate agree to the same. 


The committee of conference report in disagreement amendments 


numbered 5, 6, 20, and 33. 


GrorGe Manon, 
Harry R. Suepparp, 
Rosert L. F. Sixgs, 
W. F. Norrett, 
Jamie L. WuHittTen, 
GrorGE ANDREWS, 
Joun J. Riwey, 
Cuartes B. DEANgE, 
Daniet J. Fioop, 
CLARENCE CANNON, 
R. B. WicGLeswortn, 
CRRETT P. ScRIVNER, 
Geratp R. Forp, Jr., 
Epwarp ‘TT. MILuer, 
Harouip C. Ostertaa, 
GLENN R. Davis, 
JOHN TABER (except as 
to amendments Nos. 
10, 11, and 12), 


Managers on the Part of the House. 


Dennis CHAVEZ, 
Ricuarp B. Russet, 
Cart Haypen, 

Lister HI, 

Harry F. Byrn, 
LevERETT SALTONSTALL, 
StyLtes BripGes, 
Mitton R. Youna, 
Raupo E. FLANnpeErs, 


Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6042) making appropriations for the Department of 
Defense for the fiscal year ending June 30, 1956, and for other pur- 
poses, submit the following statement in explanation of the effect of 
the action agreed upon and recommended in the accompanying con- 
ference report as to each of such amendments, namely: 


DEPARTMENT OF DEFENSE 
TITLE I 


OFFICE OF THE SECRETARY OF DEFENSE 


Amendment No. 1—Salaries and erpenses: Appropriates $12,250,000 


as proposed by the Senate instead of $12,000,000 as proposed by the 
House. 


Amendments Nos. 2 and 3—Office of Public Affairs: Change head- 


ing and appropriate $420,000 as proposed by the Senate instead of 
$400,000 as proposed by the House. 


TITLE II 


INTERSERVICE ACTIVITIES 


Amendment No. 4—Emergency fund: Appropriates $35,000,000 as 
proposed by the Senate instead of $25,000,000 as proposed by the 
ouse. 


Amendment No. 5—Emergency fund: Reported in disagreement. 


TITLE III 


DEPARTMENT OF THE ARMY 


Amendment No. 6—Maintenance and operations: Reported in dis- 
agreement. ‘This amendment, relating to continued operation of the 
Army-Navy Hospital at Hot Springs National Park, Ark., and the 
Murphy General Hospital in Boston, Mass., further emphasizes action 
taken by the House in providing funds and expressed sense in the 
committee report. 

Amendments Nos. 7 and 8—National Board for the Promotion of 
Rifle Practice, Army: Appropriate $400,000 instead of $265,000 as pro- 
posed by the House and $500,000 as proposed by the Senate, and 
deletes provision of the Senate for transfer of ammunition without 
reimbursement. ‘The managers are agreed that the increase provided 
is to be used for the purchase of ammunition. 

Amendment No. 9: Deletes provision of the House relating to re- 
strictions on funds for recruiting purposes. The managers suggest 
that a complete review be made of all recruiting activities with the 
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view of eliminating all unnecessary expenses and improving efficiency 
of operations, 
TITLE IV 
DePpaRTMENT OF THE Navy 


Amendment No. 10-—Military personnel, Marine Corps: Appropri- 
ates $650,244,000 as proposed by the Senate instead of $616,438,000 
as proposed by the House. 

Amendment No. 11—Marine Corps procurement: Appropriates 
$290,190,000 as proposed by the Senate instead of $286,500,000 as 
proposed by the House. 

Amendment No. 12—Marine Corps troops and facilities: Appropri- 
ates $181,605,000 as proposed by the Senate instead of $172,750,000 
as proposed by the House. 

Amendment No. 13—Shipbuilding and conversion: Inserts clarifying 
language as proposed by the Senate, 

Amendment No. 14—Ships and facilities: Provides transfer au- 
thority in amount of $16,240,000 as proposed by the Senate instead of 
$15,700,000 as proposed by the House. 

Amendment No. 15—Medical care: Appropriates $62,494,556 as 
proposed by the Senate instead of $62,500,000 as proposed by the 


House. 
TITLE V 
DEPARTMENT OF THE Arr Force 


Amendments Nos. 16 and 17—Aireraft and related procurement: Ap- 
propriate $6,306,000,000 as proposed by the Senate instead of $5,950,- 
000,000 as proposed by the House and delete the language proposed 
by the Senate. The managers are completely agreed that the buildup 
of Air Force as provided by the increased amount for aircraft and re- 
lated procurement be accelerated to the extent possible consistent with 
proven technological developments and efficient application of appro- 
priated funds. 

Amendment No. 18—.\ajor procurement other than aircraft: Appro- 
priates $349,862,600 as proposed by the Senate instead of $350,000,000 
as proposed by the House. 

Amendment No. 19—Maintenance and operations: Appropriates 
$3,597 ,496,570 as proposed by the Senate instead of $3,615,500,000 as 
proposed by the House. 

Amendment No. 20—Maintenance and operations: Reported in dis- 
agreement. 

Amendment No. 21—Maintenance and operations: Deletes the lan- 
guage proposed by the Senate. The managers agree that the Veterans’ 
Administration shall keep the John Moses Veterans Hospital at 
Minot, N. Dak., open until a decision can be made by the Congress 
as to further use by the Veterans’ Administration or the Department 
of Defense. 

Amendment No, 22—Military personnel: Appropriates $3,680,- 
650,000 as proposed by the Senate instead of $3,670,000,000 as 
proposed by the House. 

Amendment No. 23—Air National Guard: Appropriates $192,- 
191,000 as proposed by the Senate instead of $202,841,000 as 
proposed by the House. 
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Amendments Nos. 24 and 25—Reductions in appropriations, “Air 
Force Stock Fund” and “Air Force Industrial Fund’’: Restores lan- 
guage and amounts as proposed by the House. 


TITLE VI 
GENERAL PRovISIONS 


Amendment No. 26: Limits fund availability for preparation for 
sale or salvage of military supplies to $31,000,000, instead of 
$40,000,000 as proposed by the House and $20,000,000 as proposed 
by the Senate. 

Amendment No. 27: Deletes provision of the Senate providing for 
legal tuition for three persons in each military department. 

Amendment No. 28: Limits total fund availability for public infor- 
mation and public relations to $3,270,000 as proposed by the Senate 
instead of $3,250,000 as proposed by the House. 

Amendment No. 29: Retains provision of the Senate for spun silk 
yarn for cartridge cloth and adds provision, as proposed by the House, 
making such purchase subject to conditions applicable to other 
commodities in paragraph. 

Amendments Nos. 30, 31, and $2: Exempt from limitation on 
purchase of passenger automobiles 250 vehicles for the Navy and 
Marine Corps and 750 for the Air Force, as proposed by the Senate, 
instead of 221 for the Marine Corps and 503 for the Air Force, as 
proposed by the House. 

Amendinent No. 33: Reported in disagreement. 

Amendment No. 34: Deletes provision of the Senate providing 
payment for meals of certain enlisted personnel when rations in kind 
are not available. The managers are agreed that this matter can be 
handled subsequently through the usual budgetary procedures. 

Amendment No. 35: Restores original section number. 


GrorGe Manon, 

Harry R. SHEPPARD, 

Rosert L. F. Sixes, 

W. F. Norre tt, 

Jamin L. WuHirren, 

GEORGE ANDREWS, 

Joun J. Rivey 

Cuaries B. DEANE, 

Danie. J. Fioop, 

CLARENCE CANNON, 

R. B. WiaGLesworrn, 

Errett P. Scrivner, 

GerALp R. Forp, Jr., 

Epwarp T. MILLER, 

Harouip C. Osrerrac, 

GueNN R. Davis, 

Joun Taner (except as to 
amendments Nos. 10, 11, 
and 12), 


Managers on the Part of the House. 
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June 29, 1955.—Ordered to be printed 





Mr. Rasavt, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 
[To accompany H. R. 6239) 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6239) 
making appropriations for the government of the District of Columbia 


and other activities chargeable in whole or in part against the revenues 
of said District for the fiscal year ending June 30, 1956, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 4, 15, 21, 
37, 38, 39, 40, 41, and 42. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 6, 7, 14, 29, 30, 31, 32, 33, 34, 35, and 36, 
and agree to the same. 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 1, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $18,000,000; 
and the Senate agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 2, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $6,250,000; 
and the Senate agree to the same. 
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, Amendment numbered 3: 

That the House recede from its disagreement to the amendment 
of the Senate numbered 3, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $308,000; 
and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 5, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,081,850; 
and the Senate agree to the same. 


Amendment numbered 8: 

.That, the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $967,000; 
and the Senate agree to the same. 


Amendment numbered 9: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 9, and agree to the same with an amendment as 
follows: 

(In lieu of the sum proposed by said amendment insert $248,400; 
end the Senate agree to the same. 


Amendment numbered 10: 


»; Phat the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $28,130,000; 
aid the Senate agree to the same. 

Amendment numbered 11: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 11, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,639,300; 
and the Senate agree to the same. 


»\Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 

;, In lieu of the sum proposed by said amendment insert $1,688,400; 
and the Senate agree to the same. 


;S\Anmiendment numbered 13: . 

That the House recede from its disagreement to the amendment of 
the Senate numbered 13, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $12,808,000; 
and the Senate agree to the same. 
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Amendment numbered 16: 


That the House recede from its disagreement to the posse pi of 
the Senate numbered 16, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,369 oT 
and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $23,592,000; 
and the Senate agree to the same. 


Amendment numbered 18: 


That the House recede from its disagreement to the amendment-of 
the Senate numbered 18, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $4,526, 820: 
and the Senate agree to the same. 


Amendment numbered 19: 


That the House recede from its disagreement to the amendment.of 
the Senate numbered 19, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $153, 920; 
and the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,546,276; 
and the Senate agree to the same. 


La 


Amendment numbered 22: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 22, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $5,967,000; 
and the Senate agree to the same. 


Amendment numbered 23: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 23, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $3,855,000; 
and the Senate agree to the same. 


Amendment numbered 24: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 24, and agree to “the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,107,000; 
and the Senate agree to the same. 
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Amendment numbered 25: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 25, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $10,285,000; 
and the Senate agree to the same. 


Amendment numbered 26: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $2,715,000; 
and the Senate agree to the same. 


Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,430,000; 
and the Senate agree to the same. 


Amendment numbered 28: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $119,800; 
and the Senate agree to the same. 

Louis C. Ranaut, 
Orto E. PassMan, 
Wituram H. Natcaer, 
CLARENCE CANNON, 
Earu WILSON, 
JoHN TABER, 

Managers on the Part of the House. 


Joun C. STENNIS, 

JoHn L. McCretuan, 

Spessarp L. HoLuanp, 

ALAN BIBLE, 

ALBERT GorE 

Everett M. Drrxsen, 

Mitton R. Youna, 

J. GLENN BEALL, 
Managers on the Part of the Senate. 





STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6239) making appropriations for the government of 
the District of Columbia and other activities chargeable in whole or 
in part against the revenues of said District for the fiscal year ending 
June 30, 1956, and for other purposes, submit the following statement 
in explanation of the effect of the action agreed upon and recommended 
in ~ accompanying conference report as to each of such amendments, 
namely: 

FreperaL Payment To District or CoLuMBIA 


Amendments Nos. 1 and 2: Appropriate $18,000,000 instead of 
$16,000,000 as proposed by the House and $20,000,000 as proposed by 
the Senate; and earmark $6,250,000 of the Federal payment for capital 
outlay, instead of $5,500,000 as proposed by the House and $7,000,000 
as proposed by the Senate. 


OPERATING EXPENSES 


EXECUTIVE OFFICE 


Amendments Nos. 3 and 4: Appropriate $308 ,000 instead of $300,000 
as proposed by the House and $364,900 as proposed by the Senate; and 
strike out language earmarking $50,000 for regulating the election of 
District of Columbia delegates to national political conventions as 
proposed by the Senate. 


DEPARTMENT OF GENERAL ADMINISTRATION 


Amendment No. 5: Appropriates $3,081,850 instead of $3,021,850 as 
proposed by the House and $3,135,560 as proposed by the Senate. 


OFFICE OF CORPORATION COUNSEL 


Amendment No. 6: Appropriates $442,900 as proposed by the Sen- 
ate instead of $427,000 as proposed by the House. 


COMPENSATION AND RETIREMENT FUND EXPENSES 


Amendment No. 7: Appropriates $10,036,000 as proposed by the 
Senate instead of $9,936,000 as proposed by the House. 


REGULATORY AGENCIES 


Amendment No. 8: Appropriates $967,000 instead of $958,000 as 
proposed by the House and $991,420 as proposed by the Senate. 


DEPARTMENT OF OCCUPATIONS AND PROFESSIONS 


Amendment No. 9: Appropriates $248,500 instead of $240,000 as 
proposed by the House and $253,030 as proposed by the Senate. 
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PUBLIC SCHOOLS 


Amendment No. 10: Appropriates $28,130,000 instead of $27,- 
996,810 as proposed by the House and $28,285,968 as proposed by the 
Senate. 

PUBLIC LIBRARY 


Amendment No. 11: Appropriates $1,639,300 instead of $1,620,000 
as proposed by the House and $1,641,000 as proposed by the Senate. 


RECREATION DEPARTMENT 


Amendment No. 12: Appropriates $1,688,500 instead of $1,678,000 
as proposed by the House and $1,694,000 as proposed by the Senate. 


METROPOLITAN POLICE 


Amendment No. 13: Appropriates $12,808,000 instead of $12,- 
781,000 as proposed by the House and $12,826,000 as proposed by the 
Senate. 

VETERANS SERVICE CENTER 


Amendment No. 14: Appropriates $92,200 as proposed by the 
Senate instead of $90,000 as proposed by the House. 


OFFICE OF CIVIL DEFENSE 


Amendment No. 15: Appropriates $75,000 as proposed by the 
House instead of $100,000 as proposed by the Senate. 


COURTS 
Amendment No. 16: Appropriates $3,369,674 instead of $3,300,000 
as proposed by the House and $3,374,000 as proposed by the Senate. 
DEPARTMENT OF PUBLIC HEALTH 
Amendment No. 17: Appropriates $23,592,000 instead of $23,492,000 
as proposed by the House and $23,687,564 as proposed by the Senate. 
DEPARTMENT OF CORRECTIONS 


Amendment No. 18: Appropriates $4,526,820 instead of $4,520,000 
as proposed by the House and $4,533,640 as proposed by the Senate. 


OFFICE OF SURVEYOR 


Amendment No. 19: Appropriates $153,920 instead of $148,920 as 
proposed by the House and $158,920 as proposed by the Senate. 


DEPARTMENT OF LICENSES AND INSPECTIONS 


Amendment No. 20: Appropriates $1,546,276 instead of $1,482,000 
as proposed by the House and $1,589,276 as proposed by the Senate. 
The conferees are in agreement that of the sum appropriated $21,276 
is to be used for essential repairs and replacements for the Eastern 
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and Western Markets, and that their action on this item is based on 
the testimony and statements presented to the Senate committee 
relative to the tenants’ agreement to the increased rental schedule 
for these two markets. 


DEPARTMENT OF HIGHWAYS 


Amendments Nos. 21, 22, and 23: Restore language stricken by the 
Senate relative to charges for electric service; appropriate $5,967,000 
instead of $5,876,000 as proposed by the House and $6,057,981 as 
proposed by the Senate; and provide that of the sum appropriated 
$3,855,000 shall be derived from the highway fund instead of $3,850,000 
as proposed by the House and $3,859,981 as proposed by the Senate. 


DEPARTMENT OF VEHICLES AND TRAFFIC 


Amendment No. 24: Appropriates $1,107,000 instead of $1,094,000 
as proposed by the House and $1,119,500 as proposed by the Senate. 


DEPARTMENT OF SANITARY ENGINEERING 


Amendments Nos. 25, 26, and 27: Appropriate $10,285,000 instead 
of $10,255,000 as proposed by the House and $10,291,890 as proposed 
by the Senate; and provide that of the sum appropriated $2,715,000 
shall be derived from the water fund instead of $2,720,000 as proposed 
by the House and $2,703,928 as proposed by the Senate; and provide 
that of the sum appropriated $1,430,000 shall be derived from the 


sanitary sewage works fund instead of $1,445,000 as proposed by the 
House and $1,415,122 as proposed by the Senate. 


NATIONAL GUARD 


Amendment No. 28: Appropriates $119,800 instead of $114,800 as 
proposed by the House and $122,300 as proposed by the Senate. 


NATIONAL ZOOLOGICAL PARK 


Amendment No. 29: Appropriates $669,300 as proposed by the 
Senate instead of $645,000 as proposed by the House. 


CapiraL OuTLAY 
PUBLIC BUILDING CONSTRUCTION 


Amendments Nos. 30, 31, and 32: Appropriate $7,544,400 as pro- 
posed by the Senate instead of $6,235,400 as proposed by the House; 
and provide that of the sum appropriated $3,091,900 shall not become 
available for expenditure until July 1, 1956, as proposed by the 
Senate instead of $2.459,900 as proposed by the House; and provide 
that of the sum appropriated $439,050 shall be available for con- 
struction services as proposed by the Senate instead of $405,050 as 
proposed by the House. 
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CAPITAL OUTLAY, MISCELLANEOUS 


Amendments Nos. 33 and 34: Appropriate $1,260,300 as proposed 
by the Senate instead of $3,760,300 as proposed by the House; and 
provide that of the sum appropriated $360,000 shall not become avail- 
able for expenditure until July 1, 1956, as proposed by the Senate 
instead of $2,419,000 as proposed by the House. The managers on 
the part of the House have agreed to the Senate reduction of $2,600,000 
in the House allowance for the construction of the Youth Correctional 
Center, with the understanding that the appropriation provided for 
this purpose will not delay the construction of this building to any 
appreciable extent. 

DEPARTMENT OF HIGHWAYS 


Amendments Nos. 35, 36, and 37: Appropriate $13,535,000 as 

roposed by the Senate instead of $11,205,000 as proposed by the 
anes: and provide that of the sum appropriated $13,135,000 shall 
be derived from the highway fund as proposed by the Senate instead 
of $10,805,000 as proposed by the House; and strike out language 

roposed by the Senate prohibiting the construction of a draw-type 

ridge over the Potomac River and authorizing a change in the site 
of the bridge if agreement to that effect can be reached prior to 
August 1, 1955. 

GENERAL PROVISIONS 


Amendment No. 38: Restores language proposed to be stricken by 
the Senate relating to charges for electric service furnished by the 
Potomac Electric Power Co. to the District government. 

Amendments Nos. 39, 40, 41, and 42: Restore section numbers. 

Louis C, Rasavt, 
Orto E. PassMan, 
WituraM H. Narcuer, 
CLARENCE CANNON, 
Eart Witson, 
JOHN TABER, 

Managers on the Part of the House. 
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84TH CONGRESS t HOUSE OF REPRESENTATIVES { Report 
1st Session No. 1032 





HOUSE OF REPRESENTATIVES 


ConTINGENT EXPENSES OF THE HovusE 





June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. NorreEtt, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. J. Res 365) 


The Committee on Appropriations, to which was referred House 


Joint Resolution No. 365, reports the same to the House with the 
recommendation that the joint resolution be agreed to. 

The resolution provides funds to pay expenses of the House folding 
room that were not forescen in time to be included in the last supple- 
mental appropriation bill. 


O 
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INCREASED PAY COSTS, 1955 
TEMPORARY APPROPRIATIONS, 1956 





June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Cannon, from the Committee on Appropriations, submitted the 
following 


REPORT 


(To accompany H. J. Res. 366} 


The Committee on Appropriations to which was referred the House 
Joint Resolution No. 366, making temporary appropriations for the 
fiscal year 1956, providing for increased pay costs for the fiscal year 
1955, and for other purposes, reports the same to the House without 
amendment and with the recommendation that the joint resolution 
be passed. 


TITLE I 


Title I of the joint resolution is the usual stereotyped continuing 
resolution to make provision for continuing in operation those func- 
tions of the Government for which annual appropriation bills have 
not been enacted by the beginning of the fiscal year, July 1. 

All of the bills are at advanced stages of legislative procedure and 
should be finally enacted early in July. In order to maintain neces- 
sary service some interim provision must be made pending such final 
action. The joint resolution provides such interim authority during 
the month of July. 


TITLE If 


In recent weeks Congress has enacted Public Laws 68 and 94, 
retroactively effective to March, increasing the compensation of 
employees in the various branches of the Government. No appropri- 
ation or fund, out of which salaries of Government employees are 
paid, for the fiscal year 1955 included sums for the payment of this 
retroactive increased compensation and it will not be possible for these 
payments to be made until funds are made available. 
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2 TEMPORARY APPROPRIATIONS FOR THE FISCAL YEAR 1956 


Some agencies will have at least a part of the funds available in 
unobligated balances but it will require a long and detailed study and 
take weeks of time—probably until after the Congress will have 
adjourned—to compute the exact amount which will be required to 
meet this retroactive cost in the fiscal year 1955 and determine what 
amounts are available out of funds previously appropriated. What- 
ever amount is finally determined in each case must be provided and 
nothing would be gained by waiting to make funds available until 
all the details are known. 

Therefore, the Committee has included in this resolution, Title II 
which provides authority for transfers between accounts and also 
makes indefinite appropriation of such additional amounts as may 
be necessary to meet these costs. The language of the resolution is 
broad enough to permit payment of all amounts specifically due 
under these two laws for the fiscal year 1955 but is so written as to 
make it impossible for any of the funds provided to be used for any 
other purpose whatsoever. 

This method of providing funds was proposed in a budget estimate, 
House Document 197. However, the language of the proposal has 
been somewhat changed in order to include adequate safeguards and 
to eliminate unnecessary verbiage. 


O 
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June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. NorreE tt, from the Committee on Appropriations, submitted the 
following 


REPORT 


{To accompany H. R, 7117! 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for the 
Legislative Branch for the fiscal year 1956. 

The budget estimates considered by the Committee in connection 
with the bill appear at pages 6 through 33 of the Budget Document 
for fiscal 1956 and in House Documents Nos. 123, 153, and 163. 

The bill contains regular annual appropriations for the House of 
Representatives, the Architect of the Capitol, the Botanic Garden, the 
Library of Congress, the Government Printing Office, and: certain 
joint or common activities of the two Houses of Congress such as the 
Joint Committee on Immigration and Nationality Policy, the Joint 
Committee on Internal Revenue Taxation, the Capitol Police Board 
the Office of the Legislative Counsel, and Education of Senate and 
House Pages. 

As is customary, no funds are provided in the bill for the Senate. 
The Committee has left for that bods the insertion of appropriations 
for its requirements. 


SuMMARY OF THE BILL 


_ The detailed tabulation at the end of this report reflects each amount 
included in the bill for 1956, the corresponding budget estimate, and 
the amount available for the fiscal year 1955, with appropriate com- 
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parisons. The following table summarizes the committee action with 
respect to the various items in the bill: 
































2 Bill compared with— 
ecom 
hom Aporopra, | Estimates, | ended, 
aarti 1956 1955 appro- 1956 esti 
priations mates 
House of Representatives_....... $28, 910,170 | $31,370,470 | $31, 123,305 | +$2, 213, 135 — $247, 165 
pa a ee 1, 561, 197 2, 398, 870 2, 398, 870 ANT OUD Midvecatchascnens 
Architect of the Capitol... ....- 10, 942,900 | 11, 600,300 | 11, 220, 000 +277, 100 — 380, 300 
Botanic Garden = ___........... 223, 100 246, 000 246, 000 a to ee 
Library of Congress_..__........ 9, 399, 636 9, 866, 098 9, 660, 000 +260, 364 — 206, 098 
Government Printing Office....- 12, 025,000 | 12, 090,400 | 11, 650. 000 —375, 000 —440, 400 
Webb o5 Se 63, 062,003 | 66,572,138 | 66, 298,175 | +3, 236, 172 | —1, 273, 963 
HOUSE OF REPRESENTATIVES 
Annes: TO00.. .s ccadaphdawaccaabadeaeduncedduaneeames $28, 910, 170 
URONIC RL... oo.5 cc eptcaelenigs gene edict tesetaphbbuaiiaiichan ux-ares wand ima ca ane 31, 370, 470 
PLOOUMONIANE, 1800 «oo ccacdomidcasdckulendewsnaw dnc toes 31, 123, 305 
Comparison: 
SORS SONIODIBONS fi cn ces ca rsaccadbiiewenewsuedscwheteosa + 2, 213, 135 
A NITED VOUT a ee ae pre — 247, 165 


The appropriations under this heading include all funds required 
for the operation of the House of Representatives for the fiscal year 
1956. For this purpose, the bill includes $31,123,305, an increase 
of $2,213,135 over 1955 and a decrease of $247,165 in the budget 
estimates. 

The major portion of this increase, $1,862,000, covers Members’ 
salary increases approved earlier in the session. The balance of the 
increase covers additional expenses of several of the offices and com- 
mittees of the House and the initiation of a project to prepare a revised 
edition of the United States Code. 

There has been considerable discussion in recent weeks of the neces- 
sity for revision of the salary schedule of officers and employees of the 
House and it was suggested that the Committee on House Administra- 
tion, which has legislative jurisdiction, act on the matter and arrange 
to have its recommendations included as a part of the legislative 
appropriation bill to avoid the necessity of separate legislation. 
Certain suggestions were received by the Committee on Appropriations 
but were not in such final form as to enable it to include them in the 
bill without a detailed study. The situation is explained in correspond- 
ence which is quoted below: 


Unitrep States House or REPRESENTATIVES, 
ComMITTEE ON House ADMINISTRATION, 
Washington, D. C., June 24, 1956. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
United States House of Representatives. 


Dear Mr. CuarrRMan: By direction of the Committee on House Administration 
therc is herewith transmitted a schedule of salary adjustments of certain employees 
of the House of Representatives, 

This action is taken in accordance with what I understand to be the wishes 
of the leadership. 

The Subcommittee on Accounts, headed by the Honorable Samuel N. Friedel, 
has spent several weeks in study and preparation of the enclosed. The proposed 
adjustments on the enclosed schedule were made prior to the passage in the House 
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of 8. 67, which provides for a 7'4-percent pay raise. No doubt, you will want to 
take this into consideration. In some instances the Committee on House Admin- 
istration suggests that the salary in the gross amount be frozen. These instances 
are as follows: 

Clerk of the House 

Sergeant at Arms 

Doorkeeper 

Postmaster 

Legislative counsel 

The following minority employees elected pursuant to House Resolution 7, 84th 
Congress: 

Lyle O. Snader 
William R. Bonsell 
Tom J. Kennamer 
Beecher Hess 

It is my understanding that a rule on your appropriation bill will waive points 
of order in connection with this section of your bill. With this procedure, the 
Committee on House Administration is in accord. 

Your attention is also directed to the action of the Committee on House Admin- 
istration in recommending for each Member of the House a research assistant 
at a maximum basic salary of $7,000. 1 understand a poll of both parties is 
now being conducted on this matter and, of course, will be made available to you. 

Should you desire, the chairman and members of the Subcommittee on Accounts 
will be glad to appear before vour committee and offer additional explanation 
of the proposed schedule of salary changes. 

Respectfully, 
Omar Burveson, Chairman. 


JuNE 24, 1955. 
Hon. Omar Burieson, 
Chairman, Committee on House Adminisiration, 
House of Representatives, Washington, D. C. 

Dear Mr. CuairMan: | am in receipt of your letter of this morning with respect 
to increases in compensation for certain employees of the House, provision for 
additional employees in some instances, and other increased amounts for the 
service of the House. 

It is noted that your letter does not make specific recommendation that the 
Committee on Appropriations include in the legislative appropriation bill any 
specific proposition but merely refers the whole matter to the Committee on 
Appropriations with certain suggestions, some of which are quite indefinite. 

This presents a most unique and difficult legislative situation. A review and 
readjustment of positions and salaries thereof in the service of the House is long 
past due and I am anxious to cooperate in an effort to meet the situation. How- 
ever, it is not within the jurisdiction of the Committee on Appropriations to 
initiate such action and the committee has not the basis at the present time for 
doing so. For the Committee on Appropriations to handle the matter in the 
form submitted it would be necessary for the committee to proceed de novo, 
cover much territory apparently already covered by your committee, and greatly 
delay action. 

If, on the other hand, the Committee on House Administration wishes to take 
definite action on the matter and submit it to the Committee on Appropriations 
with a request that it be included without change in an appropriation bill merely 
to avoid the necessity of initiating separate legislation I shall be pleased to call 
the Committee on Appropriations to consider it on that basis. It would be 
understood, of course, that it would be necessary for the membership of the Com- 
mittee on House Administration to assume the burden of explaining the provisions 
and for securing a rule waiving points of order inasmuch as the members of the 
Committee on Appropriations have not had the time to make the long and detailed 
studies involved in an intricate legislative proposal of this type. 

Sincerely, ; 
CLARENCE Cannon, Chairman. 


JOINT OFFICES 
Appropriations, 1955 561, 197 
Estimates, 1956 , 098, 870 
Recommended, 1956 398, 870 
Comparison: 
1955 appropriations +837, 673 
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The sum of $2,398,870 is recommended for 1956 for the various 
activities under this heading, including the Capitol Police, the Legisla- 
tive Counsel, education of House and Senate pages, penalty mail costs, 
and the annual statement of appropriations. The major portion of 
the increase over 1955 is required to reimburse the District of Colum- 
bia for additional police protection assigned to the Capitol and to 
cover increased reimbursement to the Post Office Department for 
penalty mail costs of the Congress incurred during the fiscal year 
1954. An increase of $808,300 for penalty mail costs is provided, 
due to several factors: (1) The 1956 estimate covers a full year’s 
cost, whereas the amount provided for 1955 covered only 10% months; 
and (2) the 1956 appropriation includes funds for mailing the Con- 
gressional Record, Federal Register, and other official publications, 
the cost of which was not included in the 1955 authorization. 


ARCHITECT OF THE CAPITOL 


Prins. 10505 7... 855 co denaadlad abn mie bhinmaweeee $10, 942, 900 
PUMORUNLLO0Gs «cache tee ccousbocndisamsectaoneasacdeenuse 11, 600, 300 
Deepen. 1066 . a eon a Ss cee cs Cebakiwad 11, 220, 000 
Comparison: 
RUGU BUDIODTIAUODE Won cc ds ccncdcwadendusenctssucessenieé +277, 100 
TUR ONIREUOE.. oui k ctinipcomcseeennenacekebaannethn male — 380, 300 


The appropriations under this heading are for the maintenance of 
buildings and equipment for the legislative establishment, for the 
furnishing of heat, light, power, air-conditioning and the general house- 
keeping services for the Congress, and for the initiation of certain 
physical improvements required by the Congress. 

The Committee recommends a total of $11,220,000 for 1956 for the 
programs administered by the Architect, an increase of $277,100 over 
1955 and a decrease of $380,300 in the budget estimates. The major 

rtion of the increase allowed is for increased pay costs resulting from 

ublic Law 763 of the 83d Congress, the so-called ‘fringe benefits” 
bill, and within-grade salary increases and similar mandatory costs. 

The bill appropriates $179,000 for salaries of the Office of the 
Architect, an increase of $41,000 over the current fiscal year. The 
additional funds will enable the Architect to more adequately meet his 
increased responsibilities resulting from major improvement programs 
now underway or contemplated on Capitol Hill. The Committee 
believes that strengthening the Architect’s office at this time is a good 
investment, which will result in more effective use of funds appro- 
priated for such purposes in this and future appropriation bills. 

The Committee has also provided a contingency fund of $25,000 to 
enable the Architect to make special surveys and studies and to meet 
unforeseen and emergency developments during the coming fiscal year 
in connection with the various programs under his supervision. 

A portion of the increased funds recommended for care of the 
Capitol buildings and grounds are required to meet additional per- 
sonnel costs authorized by Public Law 763. The amount provided 
will also permit the undertaking of certain nonrecurring improvements, 
such as painting the dome and central portion of the Capitol, replacing 
several sections of the roof of the Capitol, and repairing and pre- 
serving paintings in the Capitol. In addition, it will cover increased 
costs of maintenance of elevators, air-conditioning equipment, and 
other appurtenances of the Capitol. 

The Committee is recommending the sum of $5,000,000 for exten- 
sion of the east front of the Capitol in accordance with the architectural 
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plan reported to Congress on March 3, 1905, in House Document 385, 
58th Congress. 

Funds for air-conditioning rooms located in the north terrace of the 
Senate wing of the Capitol have not been included in the amount 
recommended for maintenance and improvement of Capitol buildings, 
since this is considered to be a Senate item. Also, the Committee 
believes that the proposed project to classify and preserve drawings 
and other records in the Architect’s office should be undertaken with 
regular personnel and funds available to that office, with full assistance 
from the National Archives. 

Nearly the full amount of the increases recommended for mainte- 
nance and operation of the ro eg Garage, the House Office Build- 
ings, and the Capitol Power Plant, is required to meet within-grade 
salary advancements and increases resulting from the ‘fringe benefits” 
Act, Public Law 763. Accordingly, the Committee has approved the 
full budget estimates for these three appropriations, with the exception 
of $25,200 for the House Office Buildings. The Committee feels that 
several of the projects proposed under this appropriation, such as the 
survey and study of illumination and the purchase of electric clocks, 
are not of sufficient importance to warrant the expenditure of funds at 
this time. 

The bill includes $1,800,000 for further conversion of the Capitol 
Power Plant. Of the total authorization of $16,446,000 for this pur- 
pose adopted by the 81st Congress, $13,450,000 has been appropriated 
to date. The additional amount recommended for 1956 will increase 
this to $15,250,000. The balance of the authorization will be re- 
quired in 1957. The Architect estimates that this project will be 
completed in about two years. 

The sum of $668,000 is recommended for Library Buildings and 
Grounds, an increase of $218,000 over 1955 appropriations and a re- 
duction of $280,000 in the budget estimates. The amount allowed 
provides for within-grade salary advancements, mandatory salary 
increases authorized by Public Law 763, and increased costs of mainte- 
nance and repairs. In addition, the amount recommended includes 
funds for additional bookshelves and bookstacks in the Library, im- 
provements to elevators and air-conditioning equipment, and replace- 
ment of furniture and venetian blinds. 


BOTANIC GARDEN 
Appropriations, 1955 
Estimates, 1956 
Recommended, 1956 
Comparison: 1955 appropriations... . . .........-2..000-252- scene +22, 900 


The Committee recommends the budget estiraate of $246,000 for 
1956, an increase of $22,900 over 1955. Of this increase $1,000 is 
required to replace defective wiring in the New Conservatory. The 
balance is allowed to meet within-grade promotions and salary in- 
creases under Public Law 763. 


LIBRARY OF CONGRESS 
Appropriations, 1955 $9, 399, 636 
Estimates, 1956 
Recommended, 1956 
Comparison: 
1955 appropriations 
1956 estimates — 206, 098 
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The funds included under this heading in the accompanying bill 
cover all operations of the Library of Congress, including maintenance 
of its collections, rendering of services connected therewith, Legisla- 
tive Reference Service, registration of copyrights, catalogue card 
distribution, and books for the blind. 

The sum of $9,660,000 is recommended for the next year, an increase 
of $260,364 over 1955 and a decrease of $206,098 in the budget esti- 
mates. This amount provides sufficient funds to meet all increases 
required under Public Law 763. In addition it covers increased 
costs for communications, penalty mail, and within-grade salary ad- 
vancements, and allows a modest increase in staff in several of the 
more important functions of the Library. 

The amount recommended for salaries and expenses, $4,850,000, 
is an increase of $132,364 over 1955. This will cover all increased 
operating costs which must be met in fiscal year 1956, and will permit 
retention of present staff. 

For the Copyright Office, the Committee has included $1,140,000, 
an increase of $40,000 over 1955. This amount will provide an 
additional $20,000 for within-grade increases and employees’ insurance 
costs under Public Law 763. It will also provide $20,000 for the initia- 
tion of studies aripy: to the revision of the Copyright Laws. 

The sum of $925 000 is provided for the Legislative Reference Serv- 
ice, an increase of $50, 000 over 1955. The amount proposed will 
cover all necessary salary increases, and will provide approximately 
$25,000 to increase the staff of this organization during the coming 
fiscal year. 

The Committee recommends $1,350,000 for the preparation and 
distribution of catalogue cards during 1956. The increase of $18,000 
over 1955 will meet all mandatory increases in personnel costs during 
the coming fiscal year, and will permit a modest expansion in staff to 
meet increased workload in the classification of books for which cata- 
logue cards are printed. 

For the acquisition of books and related material for the Library, 
the bill includes $280,000 for increases in the general collections, 
$90,000 for the Law Library, and $25,000 for books for the Supreme 
Court. The amounts approved for the Law Library and books for 
the Supreme Court are the same as those provided for fiscal year 1955. 
The appropriation recommended for general increases in the Library 
is an increase of $20,000, which is needed to offset price increases in 
the books and other material acquired for the collections. 

The sum of $1 million is recommended for books for the blind. 
This is the same amount as has been carried in the bill for a number of 
years. 

GOVERNMENT PRINTING OFFICE 


Anoripelations, 1056... <...dcacebi ica cisel Soi RB, $12, 025, 000 
Matiin tat: 1956 = oc kk oe oe ik ce ob = rs er so tie le 12, 090, 400 
Wigichressmeiee (AGG 8 oe Ne ee ee a a 11, 650, 000 
Comparison: 

LOhS: sppronristions... c25c6c58 0 oe ss — 375, 000 


TORE eabininter: is oe Fo re a er ee Soe oe ae — 440, 400 


The funds provided under this heading in the accompanying bill 
cover Congressional Printing and Binding and the Office of the Super- 
intendent of Documents. 

For Congressional Printing and Binding, $8,800,000 is recommended 
for 1956. ‘This is a reduction of $400,000 in the 1955 appropriation 
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and the 1956 budget estimate. Supplemental funds were provided 
for 1955 because of the special session of the Senate last fall. The 
amount recommended for the coming fiscal year does not contemplate 
any such requirement. 

The amount proposed for the Superintendent of Documents, 
$2,850,000, provides an additional $25,000 to meet mandatory within- 
grade salary increases. This will permit operation of this office at the 
same level as authorized for 1955. 


LimiraTIONS AND LEGISLATIVE PROVISIONS 


The following limitations and legislative provisions not heretofore 
included in connection with any appropriation bill are recommended: 
On page 7, line 24: 


The Sergeant at Arms of the House is hereafter authorized and directed to make 
such arrangements as may be necessary for any committee appointed to attend the 
funeral of a deceased Member, and there shall be paid out of the contingent fund of 
the House, under such rules and regulations as the Committee on House Administra- 
tion may prescribe, such sums as may be necessary toward defraying the funeral ex- 
penses of the deceased; and to defray the erpenses of any such committee consisting 
of not more than sir members (not more than four from the House and two from the 
Senate), the Sergeant at Arms of the House or a representative of his office. the widow 
or widower and/or minor children of the deceased, incurred in attending the funeral 
rites and burial of such Member. 


On page 8, line 13: 


Notwithstanding the p:ovisions of section 5 (b) of the Federal Employees’ Group 
Life Insurance Act of 1954, the Clerk of the House is hereafter authorized to pay, from 
the contingent fund of the House, with respect to all House emp'oyees who are insured 
under such Act, the amounts which, under the terms of such section 5 (b), otherwise 
would be contributed from the appropriations or funds specified therein. As used in 
this paragraph the term ‘“House employees”? means emp'oyees in the Legislative Branch 
whose salaries, wages, or other compensation are disbursed by the Clerk oj the House of 
Represe rtatives. 


On page 12, line 21: 
: ’ ° 


and the Architect of the Capito! is authorized hereafter to delegate to the Assistant Archi- 
tect, and other assisiants such authortty of the Architect as he may deem proper; 


On page 13, line 24: 


Extension of the Camitol: The Architect of the Capitol is hereby authorized, under 
the direction of a Commission for Extension of the United States Capitol, to be com- 
posed of the President of the Senate, the Speaker of the House of Representatives, the 
minority leader of the Senate, the minority leader of the House of Representatives, and 
the Architect of the Capitol, to provide for the extension, reconstruction, and replace- 
ment of the central portion of the United States Capitol in substantia! accordance with 
scheme B of the architectural plan submitted by a joint commission of Congress and 
reported to Congress on March 8, 1905 (House Document numbered 385. Fifty-eighth 
Congress), but with such modifications and additions. including provisions for 
testaurant facilities, and such other facilities in the Capitol Grounds. together with 
utilities, equipment, approaches, and other appurtenant or necessary items, as may be 
approved by said Commission, and for such purposes there is hereby appropriated 
$5.000,000, to remain available until expended, and there are hereby authorized to be 
appropriated such adiitional sums as may be determined by said Commission to be 
required for the purposes hereof: Provided. That the Architect of the Capitol under the 
direction of said Commission and without regard to the provisions of section 3709 of 
the Revised Statutes, as amended, is authorized to enter into contracts and to make suc 
other expenditures, including expenditures for personal and other services, as may be 
necessary to carry oul the purposes of this Act and to obligate the additional sums 
herein authorized prior to the actual appropriation thereof. 








LEGISLATIVE APPROPRIATION BILL, 1956 

















' 1 3267 VOL ' sGV VGt ' SGP Vol Po testcre e BS eee te 819}10dal [BINIGO 
per denaees o68 ‘8+ SLL ‘S861 CLL ‘S61 « 088 ‘681 er 
wn erceenen---- 08z ‘e+ C92 ‘FGI COL ‘FEI s ORt ‘161 ~~ (sulez! [Bi9Aes) svohojduia Ayyiouyw puw [sroadg 
wavosesapneces 098 ‘9k + G22 ‘FOL G1Z ‘FOL S16 ‘299 uaeenseeeesere ae 
Oeennneentanetionss-ss<seses CbO ‘PRE ChO PSE SHO ‘F8E wewwncoocccocorccro<**"G0O MULY Fe IaUeE IG 
neocseccenenas OIs ‘ogt + O1g ‘096 ‘I Olg ‘086 ‘I 000028 ‘ET [TT mmm mm menor ererensooe=-epahojdiie 2043;uUI0D 
c9e ‘S— 026 ‘62+ 00¢ *L9L C98 ‘ZLL aa oe Se ee eee ee B9YO 8, A1IO 
lalate ttt betel tata 002 ‘F 002 'F 002 ‘F Seon coresesouwsaccorrsrs “Gant OG 2 s0H 
woe en ere neen- ceo ‘I+ 026 ‘F 026 ‘FF C88 ‘fF we eecescesccccscesccss<90IgO 8, URIS, UIWIB Ig 
Ssheeesenwtenearensaweeewe 8% ‘Lb C82 ‘LF G8Z ‘LF CR eM ee 
:saaAo[dula pu’ sl90qjJO ‘selIB[Eg 
gh ee Ac ae 5 000 ‘298 ‘I+ | 000'960'01 | 000'960'0I | 000‘FEZ‘R «= f°" "77777" "SaqBBo]aq pu sIEquiaW ‘THIOL, 
acceneennecwee 009 ‘E20 ‘I— | 000 ‘002 000 002 00S ‘S242 'T [TTT moomoorooeeneee=-gaguadxe pue a8vart yy 
mene eeeetenee 00S ‘S£6 ‘Z$+ | 000 ‘968 ‘6S | 000 ‘968 ‘6S | 009 096 ‘9S1 [~~ T TT TT TTT nme sense re SOHETES 
:so3BZojoq] pu¥ sloquIayy 
SHALLVINGSHUdEUY JO ASQOH 
8278 0I}3S9 9961 suo} elIdoldde oggt 
9961 40} (119 9g6r ‘soreuryIsy ne w1e3] 


—Y3j4 pared aio [Hq 





ur pepucurmi00ey 














GIGNANWOOAA SLNNOWV ANV SALVWILSI CNV SS6I YOd SNOILVIUdOUddV JO LNAWALVLS FAILVUVANOO 


=" 2s Sewer: 


HONVUd FZAILVISIORI 
9c6I HOd TTIA AHL NI 


wrt CD ALS Aes 





"ET ‘d ‘91Q8) JO pire 48 $930T13100) 80g 
000 ‘S21 000 ‘Sr 000 ‘SET weneenenoececcooccceccrss**"gyuaUINdOp Sulplog 


092 26 092 ‘26 090 “+6 “sree e=~=--sdulezs 338480q 
¢86 ‘8 C86 ‘8 C86 ‘8 soo s,ueoishyd Suipuszzy 
009 ‘Sz¢ 009 ‘¢z¢ 009 ‘Sze ~--"(punj Sutajoael) Arau0neyg 
000 ‘008 000 ‘006 000 ‘008 ~---===--gu0ydale, pus qdeizajey, 
628 ‘28 CZ8 ‘Z8 OSL ‘SL 1 ~“sasuodxo pus soll¥[Bs ‘UOMBUIIOJU] JO 10; 8UIPI00D 


000 02 000 ‘0& 000 02 Ao10g 
ApBVUONBN pus uOMsss1wWU] UO 994;1UIWOD yuIOFs 


000 ‘002 000 ‘002 000 ‘002 ““UOIPVXB] anusAVyY [BusazU] UO 9933IWIWIOD yuIOs 
000 “092 ‘T 000 ‘0SZ ‘I 000 ‘0SZ ‘T $997} {WIWI0S ZOo/as pus ;eIoedg 
000 *SZI 000 ‘SZ 000 ‘Zt niasalacn rata. ii 5-08 a sSulsvey Sunsodey 
000 ‘S98 00€ ‘916 008 ‘868 SU19}! SNOSUB[IISIPY 


000 ‘Sz 00S “SZz 00S ‘02% Tose eecesceesers @INz GIN 
ssesuedxe yuesuI4U0D 








000 ‘00¢ ‘11 | 000 '009 ‘IT | 000 ‘00¢ “II woneeeerernenscconse=--gay Y19]9 S19QUIOIW 
080 02¢+ soc ‘bcos = | 086 690'9 ~—| SIS ‘#82 F saa Kojdwa PUB S190IJO ‘“So]IBIWS ‘BIO, 


000 ‘0¢ + 000 ‘00¢ 000 ‘00¢ 000 ‘OSt suolelid 
-oiddy u0 907}1WWOD ‘suOoeSNseAUu! pu’ saIpNig 


© 
© 
a 
_ 
$ 
=| 
re) 
Z 
S 
—_ 
I 
<i 
re} 
Qu 
3 
ro 
a 
= 
a 
e 
4 
| 
4 
| 











os ‘eel Gos ‘Eel os ‘Eel “-"~~ssaz10dal 903311 WI0D 
SEP ‘FSI SEP ‘bZI SEP ‘FSI ee 




















plosdanenoes | 968 ‘8+ SLL ‘S61 GLL ‘S61 « 088 ‘681 a 


ween enn ee==-! Nos ‘o CO) ‘BRI CO) ‘PRI « CRP ‘IGI --(suiey! jeraAos) svoAojduia Aqiouyu puw jeroedg 



























































{ | | 
| | S9DVd ALVNAS INV @SNon azo NOILVOnaa 
ithaca aimed a | 000 as “000 LZ ~ | 000 blE e AO a; AMM: aac cia a a alent tte tia Ee a sosuodxe PUY SopIUleg 
IASNQH00 GAAILVISIO‘“NI 

pee aetna S18 ‘bI+ 069 ‘£6 | 06¢ ‘86 | £12 ‘62 Tencwmeccconcwccnnnan"""QOOg TONAGD “TOT, 
a BEE, Seyichi Se €2Z8 ‘FI+ 069 ‘SL 069 GLez ese Se ree ee pavog ea1jog [oydeg 
exw ae wernoene") O06 Bt 006 ‘21 eet yg hn ee ee sosuadxe jei0ueD 
_ 
a @OI10d TOLIAVO 
a ———— = = — a VT 
= 6991 ‘LIZ — “oe ‘g1z ‘t+ | cog ‘ezI * ‘Te = an ‘Ole ‘ 1g a OL a ee cee nee SOAIQBJUOSOIdEY JO OsNOP ‘TBIOT, 
Z 008 ‘IhI$— ¢80 ‘18+ OFL ‘ZLP ‘F | OFS ¥ 19 ‘F Sete ey 9-780 an ree oe sosuodxe JUeDULjUOD ‘[BIOT, 
E ene Coe 000 ‘0OT + 000 ‘OO! MIs F550 ‘neat: OPO.) 80781g pez!UY ‘UOIIpPe MON 
= maa iat. ae” ee evens a08 9 CEs ‘¢ a..; ee ee a[Iqowoyne sdopvoy AzoUuryyY 
i) 
ibe epasae tadaiatmacaiar 00F ‘S$— ces ‘¢ CEs ‘¢ 35 | a etal faa acacia 2 eIqowozne sJepvey Azole 
Ay 
pete: sade e ng orore") O06 ‘2 002 ‘2 MS. eS eee eTqowozNe s,doyvedg 
a ‘ Oe ee oe es a ais os os aeeiaaea ate 
= sat Sag ete SP BNR. ona kaye 002 ‘EI$ OO ‘ETS 0OL ‘ET$ oy SMB] JO UOISTADY 
< ponurjuoj—sesuedxe yuesulyuoy 
5 penuizao0s SSAILVINASATUdAU AO ASHOH 
~ 
a 

SOFBUITISA OSGI suoj}pBlidoidde oggt 
QSAI IC € — ‘ 
uy Sapuieerenesens 9961 “SOUPS ‘su0}} Mlosady 04] 
—YyIM poreda109 [11g 

















penulT;u0pO—HONVUE AAILVISIOAT 


S ponuyu0g—9g6I 4Of 2/19 2Y) UL papuamwUorad SJUNOWD puD sazvuUysa puD ‘egg] 4of suormisdouddn fo yuawaznjys aayoindwog 


SSPE RE wEP ec 2 ALIS aaa ‘ 





o 
L's] 
lor} 
_ 
3 
a 
Z 
S 
& 
= 
re] 
i) 
cS} 
8 
a 
= 
a 
: 
r| 
Q 
= 
4 





000 ‘00s + 
008 ‘b+ 
000 ‘000 ‘¢— 


008 ‘OFT + 
008 ‘§ + 
000 ‘II9— 


00¢ ‘79— 
000 ‘000 ‘¢ + 
000 ‘621+ 
000 ‘S%+ 
000 ‘1+ 


000 ‘008 ‘T 
00¢ ‘622 ‘T 


000 ‘CZI ‘T 
009 ‘8¢ 


000 ‘08Z 
000 ‘000 ‘¢ 
000 “28 
000 *¢z 
000 ‘621 





000 ‘000 ‘S ¢ 
ODI ‘E28 « 
000 ‘OS « 
000 ‘62T « 





090 ‘009 ‘T 
000 ‘282 ‘T 
000 ‘000 ‘Sx 


002 ‘F86 
‘vs 
‘1191 











00€ ‘808 + 


000 ‘#86 ‘T 


| 000 ‘F86 ‘I 








000 ‘9 
000 ‘826 ‘T 


000 ‘9 
000 ‘826 ‘T 


| 


000 ‘9 
002 ‘69T ‘T 














082 ‘LP 





O8S “LP 





"Et ‘d ‘o1qe7 JO pu 18 89j,0T}00) d6g 
“-"-"-sqmauIdAOIdUT pus saduvyo ‘quel Jomog [oydey 


(uo1yei0do) yuBlg JaMOg [OUdBD 


BSulpling, sO ewnoxFy sBuOTIpps 
‘yuewdinbe pus uoonajsuo0d ‘Ayiedoid jo uonsinboy 


SsUIP[INg 9yjJO esnoyxy 
“"""-9381BZ BAI} B/SIZOT 


“---spunois joyrdeg 
‘quautaAoidun pus ‘uoreieye ‘areded ‘uoryonsysu0d077 


“"""-spunoiZ jozId¥y 
joydey jo uosuezxy 
~~" “sSurpring joy1dep 
sasuedxe juesuryu0g 
wielatatatiateetohek:) 

TIOLIdVO AHL JO LOGULIBOUV 

adie bad SNOOUBI[IOSIU [BJO T, 
suoreridoidds jo yuoure484g 
“"~-s3s00 [Ieur A4/8U0q 
SNOANVTISOSIN 

“------s9suedxq 
GNV @GSNoOnw AO NOILVOAaA 


S89DVd ALVNAS 





nD ‘2e 6 [han ‘Ace nwoeeenenroenernernornconssses sosuodxe PUY SopElyg 
000 ‘Plot | 000 ‘6SZ% | 


———————————— 


———— SS 


nmaceagnn WALLY ISIog'! 





LEGISLATIVE APPROPRIATION BILL, 1956 
































ES ee ek oe a ee ee “""~][B19U9r) 











000 ‘02 — 000 ‘02 + 000 ‘08Z 000 VUE » 000 ‘092 
:AIVIGIT 9Y} JO VsBoIOUT 
IFS ‘6Z— 000 ‘8T+ 000 ‘OS ‘T TFS ‘6LE ‘Ts 000 ‘zee ‘T ee ee te “Tre ==""""IO TOINGIYSIP ‘SpIvd FOjC{wO 
LL8 ‘6S— 000 ‘oc + 000 ‘S26 LLS ‘F865 000 ‘EZ8 ~-~goasu0dxe PUB SOLIBIS ‘VDIAJOG BOUDIOJOY VAIWBSIZo'T 
¥8z ‘So— 000 ‘0F+ 000 ‘OFT ‘T ¥82 ‘S61 ‘T+ 000 ‘OOT ‘T spinel tla aii sesusdxe pUsB solIBTBS ‘BOIJO 34ySIIAdOD 
968 ‘Ih — £98 ‘ZEI+ 000 ‘0S8 “+ 96€ ‘168 ‘Fs | 9E9'21L'F ee ere en Tete sesuedxe PU’ so]IUIVg 
SSHUYONOODO AO AUVUATI 
SesSeewssco=~t) ane vet. 000 ‘942 000 ‘96% “O01 ‘8ee Ret Oa eg ae eee ““sesuedxe PUB SOLUTES 
N@UaqUvD OINVLOG 

008 ‘ose — oot ‘222+ | 000'0z ‘tt | Oo ‘009'TT | 006 'zb6 ‘OT |--~-7 "7777-7 onde ayy Jo yoorTYoIy ‘BIO, 
oo me one 000 ‘89 000 ‘89 ets 25 we pe eee ee sSulysiuiny pus oingraing 
000 ‘08z$ — 000 ‘00z$ + 000 ‘009$ 000 ‘O88$ r ree: eee “--"-91¥0 [BIIUBYIOUT PUB [BINJoONIYg 

:spunois pus sZutpying Aieiqry 

| penuiju0d—10LId VO GHL 40 LOULIBOUV 
SO}VUITISA OSBI soy} ByIdo1dde ¢ogt | - , 
—qij4 pamedun0 111g a popuomuosoy | 9961 ‘Sous | guongtidosddy ore4] 














Stew esere 2 


penuy;u0p—HONVUd FALLVISIORI 
PponuiyuoN—g9GT 40f 2709 9Y) Ut PapuaUUOde. SJUNOWD PUD sazDULIZSA puD ‘Gog] 404 Suort~mrudouddn fo yuawmaznjs aaryoandwoy 


ROWE 42> AL oe Ae 





© 
Lr) 
a 
~ 
3 
io) 
g 
> 
< 
a} 
Aa 
io} 
= 
Bu 
< 
2] 
é 
4 
I 
Ss 
el 


O 


“EST “20d “A Ul poulsyuo. syunoUrs sapnyisuy » 
“EST ‘90 “H Ul poulezuor ¢ 
"E91 ‘90 “fT Ul pourejzu0s syuNoUIe sapnjoUy ¢ 


"eC6l “Oy uoNwiidoiddy jejyusuejddng pz ul pourezu0o syuNnoUIe sapnyouUy _ 





£96 ‘822 ‘I — 


ZLI ‘9ES ‘E+ 


GLI 862 99 


SEI ‘ZL¢ ‘29 | £00 ‘290 ‘£9 


YouBlg AIVB[stZe]T ‘1830, pus 














00F ‘OFF — 


000 ‘¢ze— 


000 ‘09 ‘IT 


00F ‘060 ‘21 


| 000 ‘ez0 ‘ar 


“-"""g01Q BuNUY JUOUTUIZAOD ‘[B}OF, 





00% ‘OF — 





000 “6% + 
000 ‘00% — 





000 ‘oss ‘Z 
000 ‘008 ‘8 


00F ‘068 % 
000 “002 ‘6 


000 ‘S28 ‘% 
000 ‘002 ‘6 + 


~-sesuodxe pue solleles ‘sjuaumno0q jo yuepuezuTIedng 
“---=-=~"-=ss913U0D 1OJ Sutpulq pus Zunug 


@01d4dO ONILNIYd LNANNUAAOD 








b9E ‘09% + 


000 ‘099 ‘6 


860 ‘998 ‘6 


9£9 ‘668 ‘6 


ssaiduo0g jo AIBIqIyT ‘1840 ], 





nan nv. 





1 ann ‘nz + 





000 ‘000 ‘T 
000 “Sz 


| 000 ‘0RZ 





000 ‘000 ‘T 
000 ‘Sz 
000 ‘06 


| 000 UOE + 





000 ‘000 ‘T 
000 ‘Sz 
000 ‘06 


| 000 ‘092 


“s--"==-=====otIg a4} 10j sHoog 
qANOD sweidng 103 syoog 


AIBIGY AVT 











Sat sewstsesee 8 ETI Ie OO ASS ee eA 






84TH CONGRESS } HOUSE OF REPRESENTATIVES ' { Report 
1st Session No. 1037 








CONSIDERATION OF H. R. 3210 





Junw 30, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Mappen, from the Committee on Rules, submitted the following 


REPORT 


{To accompany H. Res. 293] 


The Committee on Rules, having had under consideration House 
Resolution 293, report the same to the House with the recommendation 
that the resolution do pass. O 


74009°—57 H. Rept., 84-1, vol. 3——101 
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84TH CONGRESS ' HOUSE OF REPRESENTATIVES | PP ses 
o. 1038 


1st Session 





PROVIDING FOR THE CONVEYANCE OF A PORTION OF 
THE FORMER O’REILLY GENERAL HOSPITAL, SPRING- 
FIELD, MO., TO THE STATE OF MISSOURI 





June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


[To accompany H. R. 482] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 482) to provide for the conveyance of a portion of the 
former O’Reilly General Hospital, Springfield, Mo., to the State of 
Missouri, having considered the same, report favorably thercon with 
amendments and recommend that the bill do pass. 

The amendments are as follows: 

1. Page 1, line 3, change ‘“‘General Services Administrator” to read 
Hoey deena of General Services’, thus conforming to the statu- 
tory title. 

2. Page 1, line 9, strike the language beginning “but subject to 
* * *” and continuing through page 2, ine 2. Substitute therefor 
the following: 


upon such terms and conditions as the Administrator determines to be necessary 
to properly protect the interest of the United States: Provided, however, That such 
deed of conveyance by express terms shall— 

a. reserve to the United States all mineral rights including gas and oil, 

b. reserve to the United States right of exclusive use without charge therefor 
of such property together with any improvements thereon during any period 
of national emergency, 

c. specify that said property shall be used for the training of the National 
Guard or for other military purposes, and in the event of nonuse for such 
purpose within a reasonable time as determined by the Secretary of Defense 
or of discontinuance of use for such purpose, shall, in its then existing condi- 
tion together with any improvements thereon, at the option of the United 
States as determined and exercised by the Secretary of Defense, revert to the 
United States. 
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EXPLANATION OF AMENDMENTS 


1. The General Services Administration requested that the language 
of the bill be changed so as to reflect the statutory title of the Adminis- 
trator of General Services (5 U.S. C. 630). 

2. It is customary, as is provided by general legislation, for the 
General Services Administration to determine and include in deeds of 
conveyance reservations, restrictions, terms, and conditions necessary 
to protect the interest of the United States. Such legislative pro- 
Visions are appropriate and generally effective in accomplishing and 
assuring the basic objectives of such legislation. However, it has 
been suggested that, with regard to special legislation authorizing 
conveyance of real property for special purposes, the scope and 
purpose of such authorizing legislation would be more clearly and 
explicitly defined by specifying any restrictions, reservations, terms, 
and conditions which are basic to the purpose of the legislation. The 
Department of Defense, in view of its particular interest in the purpose 
of this proposed transfer, requested that such amendatory language be 
included in the legislation. 

The Secretary of Defense, under section 203 (k) (2) of the Federal 
Property and Administrative Services Act of 1949, as amended (40 
U.S. C. 482 (k) (2)), is authorized to administer and enforce com- 
pliance with restrictive provisions of deeds of conveyance for similar 
purposes. General Services Administration recommends inclusion of 
similar compliance authority and responsibility with regard to this 
proposed legislation. 

PURPOSE 


The bill authorizes and directs the Administrator of General Services 
to convey without charge therefor to the State of Missouri for National 
Guard purposes, upon certification of the Secretary of Defense and the 
Governor of Missouri of the need therefor, 16.2 acres of Government- 
owned, unimproved, surplus land, being a part of the former O'Reilly 
General Hospital, Springfield, Mo. 


HISTORICAL BACKGROUND 


As a mobilization requirement the Federal Government during 
1941-42 acquired 158 acres of land at Springfield, Mo., for the purpose 
of establishing and operating a United States Army Hospital. Ninety- 
two acres of this total acquisition was by donation from the city of 
Springfield, the city having acquired title in consideration of payment 
to the owners of $70,000 which was raised by public subscription. 
The O’Reilly General Hospital was established by the War Depart- 
ment and was operated by that Department until 1947 when the 
entire installation was transferred to the Veterans’ Administration. 
In March 1953 the facility was declared excess to the needs of the 
Veterans’ Administration and was transferred to the General Services 
Administration for disposition. In September 1954, upon the deter- 
mination that there was no further Federal requirement for the 
property, it was declared surplus to the needs of the Federal Govern- 
ment. Since that time various parcels thereof, together with improve- 
ments, have been disposed of, mostly under public benefit allowance 
provisions of section 203 (k) of the Federal Property and Adminis- 
trative Services Act of 1949, as amended. The remaining 16.2-acre 
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arcel (unimproved since temporary buildings previously thereon 
fae been disposed of separately) is the subject of this bill. 


STATEMENT 


The Congress, in exercise of its constitutional authority (art. IV, 
sec. 3) with regard to Federal property, has by general legislation 
rovided for maximum utilization of federally owned property (Public 
w 152, 81st Cong.) and has provided generally and specifically for 
disposal of surplus property consistent with the best interest of the 
United States. Accordingly, provisions have been made for transfers 
of surplus Government-owned property, both real and personal, to 
States, political subdivisions, and tax-supported or nonprofit institu- 
tions for health and educational purposes (sec. 203 (j) and (k), Public 
Law 152, 8lst Cong.). Provisions are made for transfers without 
remuneration of surplus realty for historic monument purposes (50 
U. S. C. App. 1622h). States or political subdivisions are given a 
public benefit allowance of 50 percent of the fair value with respect 
to transfers of surplus realty for park and recreational use (Public 
Law 616, 80th Cong.). Statutory provisions are made for transfer 
without monetary consideration of surplus, Government-owned airport 
property to States or political subdivisions for public airport use (50 
U.S. C. 1622). 

No current general legislative provision authorizes transfer of sur- 
plus Government-owned real property to States for National Guard 
purposes. However, legislation specifically designed and intended to 
enhance the strength and mobilization potential of the National 
Guard has since World War II manifested an unmistakable and con- 
tinuing congressional policy of recognition of the importance of the 
National Guard, particularly as it is geared to any overall mobiliza- 
tion pattern. In particular, the National Defense Facilities Act of 
1950 (Public Law 783, 81st Cong.), amendment and extension of 
which (H. R. 2107) was favorably acted on by the House of Repre- 
sentatives April 7, 1955, provides for substantial Federal financial 
assistance in the coordinated long-range, combined efforts of the Fed- 
eral Government and the States to provide training facilities adequate 
to the increased requirements of civilian components of the armed 
services, including the National Guard. Public Law 475, 81st Con- 
gress, approved April 20, 1950, amending the National Housing Act, 
provided for the transfer without consideration to States for National 
Guard purposes of land, together with nondwelling structures thereon, 
held by the Housing and Home Finance Agency in connection with 
war or veterans’ housing. In addition to this general legislation 
favorably affecting the National Guard numerous legislative enact- 
ments in each session of Congress have authorized and directed trans- 
fer of federally owned realty to the various States to be used for 
National Guard purposes. Such legislatively directed transfers, for 
the most part, have been of property excess to the needs of the hold- 
ing agencies (as distinguishes from property which has been declared 
surplus to requirements of the Government after screening pursuant 
to Public Law 152, 8ist Cong., to assure maximum Federal utiliza- 
tion), and consequently have Sas favorably reported by the congres- 
sional committee having jurisdiction with regard to the particular 
holding agency. However, with rare exception and regardless of the 
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reporting committee, each such enactment has provided that the 
transfer pursuant thereto would be subject to reservations of Federal 
right of use during national emergencies and conditioned on auto- 
matic reversion in the event of nonuse for National Guard purposes, 
This proposed legislation as amended specifically provides for similar 
conditions and reservations. 

During the 83d Congress, 6 real property conveyances were legisla- 
tively authorized for National Guard purposes (Public Laws 356, 268, 
327, 711, 712, and 713). During the current session of the 84th 
Congress, the following legislative conveyances for National Guard 
purposes have been enacted: 

H. R. 489, enacted into Public Law 49, 84th Congress 

H. R. 775, enacted into Public Law 50, 84th Congress 

H. R. 5170, enacted into Public Law 52, 84th Congress 
Other bills are pending before the Armed Services Committee. 

Though the States have a combined estimated $500 million in 
National Guard facilities (H. Rept. 425, 83d Cong.), it is a well 
recognized fact, in view of the financial plight of most of the States and 
local governments, that little or no emphasis can be placed on National 
Guard training facilities without encouragement and assistance from 
the Federal Government. In the disposal of surplus Government- 
owned property, very often by donation, the committee feels that it 
will be difficult to imagine a more worthwhile purpose or one in which 
the public interest is so apparent than transfer to the States for 
National Guard purposes. And it appears to the committee, in the 
light of continuing Federal legislation benefiting the National Guard, 
that in the disposal of surplus Government-owned property, transfers 
of such property to the States for National Guard purposes have been 
considered sufficiently in the public interest to warrant favorable 
action by the Congress. 

AGENCY COMMENTS 


Comments were elicited from the following executive agencies: 
Bureau of Budget, General Accounting Office, General Services 
Administration, and the Department of Defense. No objections 
were interposed as to favorable consideration of the bill. Pach 
agency, however, recommended amendments such as have been 
incorporated in this bill as favorably reported. In addition, the 
Department of the Army reporting for the Department of Defense 
suggested that the Congress might desire to include amendatory 
language specifically reducing any possible future Federal contribution 
toward armory construction pursuant to the Federal Defense Facili- 
ties Act of 1950 by the amount of the fair value of the land authorized 
to be transferred by this bill. It has been determined, however, that 
such a legislative stipulation has been included in only one of the 
numerous legislative conveyances for National Guard purposes (Public 
Law 268, 83d Cong., H. Rept. 936), and in that instance for the reason, 
as reported by the counsel of the House Armed Services Committee, 
that that bill (H. R. 1245, 83d Cong.) did not provide for the usual 
reservations (right of emergency use and reverter upon nonuse) to 
the United States. Also it would appear that the Secretary of 
Defense, under provisions of the Federal Defense Facilities Act of 
1950, is statutorily authorized in his discretion not only to determine 
the desirability of Federal participation in a particular armory 
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construction but also to prescribe the conditions of any Federal 
gps and the amounts (statutorily limited to 75 percent) to 

e contributed by the Federal Government. Accordingly, the com- 
mittee does not believe it would be necessary or desirable to include 
— provisions as suggested in conveyance legislation of this 
nature. 


COMMITTEE ACTION 


_ The committee, after hearing testimony in support of the bill, review- 
ing the comments of the interested executive agencies, and considering 
congressional t sony as reflected in recent legislation, determines that 
the bill should be amended as explained above. With these amend- 
ments, the committee approves the bill. 


O 










Po SP ae to te ee eo ek Be le ee ee ee Pk 





847TH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
No. 1039 


Ist Session 








PROVIDING FOR THE CONVEYANCE OF CERTAIN LAND 
IN NECEDAH, WIS., TO THE VILLAGE OF NECEDAH 





Jone 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


(To accompany H. R. 2889} 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 2889) to provide for the conveyance of certain land 
in Necedah, Wis., to the village of Necedah, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill do pass. 

The amendments are as follows: 

1. Page 1, line 6, after “$1”, strike the period and insert: 
and upon such terms and conditions as may in the determination of the Admin- 
istrator of General Services be necessary to safeguard the interests of the United 
States: Provided, however, That said property shall for a period of not less than 20 
years be used for public purposes, and in the event of discontinuance of public use, 
shall, in its then existing condition, at the option of the United States as deter- 
mined by the Secretary of Interior, revert to the United States. 

2. Page 2, line 22, after “1898)” change the semicolon to a period. 
Strike the language beginning “reserving all water rights * * *” 
down through and including “Necedah.” on line 23. 


REASON FOR AMENDMENTS 


The village of Necedah has indicated that it desires the property 
for use as a rest area at the junction of two major highways, and 
particularly desires to preclude the utilization of the site for commercial 
enterprise that might possibly be undesirable. The author of the 
bill, Mr. Withrow, has expressed agreement that the amendment will 
satisfactorily meet the purpose for which the conveyance is desired. 
Compliance authority for park and recreational use conditions is 
customarily delegated to the Secretary of Interior under the Federal 
Property and Lhaidiainetive Services Act. 

55006 
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2 CONVEYANCE OF CERTAIN LAND IN NECEDAH, WIS. 


'2. Reservation of water and overflow rights, instead of reserving 
an interest to the United States as would appear from the language of 
the bill, is actually a reservation to prior grantors which has been 
incorporated in successive deeds of conveyance, and is outstanding in 
previous owner. Inasmuch as it is not applicable, the language would 
appear to be confusingly redundant. 


PURPOSE 


This bill authorizes and directs the Administrator of General 
Services to convey to the village of Necedah, Wis., in consideration 
of payment by said village of $1, all right, title, and interest of the 
United States to approximately four-fifths of an acre of unimproved 
land, surplus to Government needs, located in the village of Necedah. 


STATEMENT 


. The plot of land in question was acquired by the United States in 
1938 in consideration of payment of $1 to the Necedah National 
Bank, the village of Necedah reimbursing the bank the then fair value 
of the property. The plot (37,000 square feet) was first used by the 
Resettlement Administration after which and until its declaration as 
surplus in 1953 it was administered by the Department of the Interior 
as desirable as a rest or roadside picnic area, the purpose for which the 
village desires it. Its present fair market value is estimated at about 
$500. 

This property, being surplus to Government needs, is eligible for 
disposal under authority of section 203 (e) of the Federal Property 
and Administrative Services Act of 1949, as amended, at its fair 
market value. For transfer to a State or a political subdivision for 
park or recreational use Public Law 616, 80th Congress, authorizes a 
public benefit allowance of 50 percent of the fair market value. 

Congressional policy, however, as reflected in recent. legislation 
(Public Law 616, Public Law 784, and Public Law 677, all of the 83d 
Cong.) appears to have been to consider equitably the circumstances 
of acquisition of the property involved, and, upon a finding of acquisi- 
tion by donation or purchase for nominal consideration by the Govern- 
ment, to act favorably on special legislation authorizing reconveyance, 
without remuneration or for nominal consideration, to such grantors, 
particularly when the property in question is desired for use for public 
purposes. 

AGENCY COMMENTS 


Comments were elicited from the following agencies: Bureau of the 
Budget, General Accounting Office, and General Services Adminis- 


tration. No objections were interposed to favorable consideration of 
the bill. 
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COMMITTEE ACTION 


The committee, after hearing the testimony of the author, Mr. 
Withrow, reviewing the comments of the agencies, and considering 
congressional policy as reflected in recent legislation, determined that 
the bill should be amended to (1) restrict the use of the property in 
accordance with the author’s expression of intended use, and (2) 
clarify the language so as to preclude the possibility of liability on 
ae part of the United States by means of the second amendment to the 

lil. 


With these amendments, the committee unanimously approved the 


bill. 
O 
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AMENDING THE FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT OF 1949, AS AMENDED, TO AUTHORIZE THE 
ADMINISTRATOR OF GENERAL SERVICES TO DONATE CERTAIN 
PROPERTY TO THE AMERICAN NATIONAL RED CROSS 





June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government Opera- 
tions, submitted the following 


REPORT 


(To accompany H. R. 3757] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 3757) to amend the Federal Property and Administra- 
tive Services Act of 1949, as amended, to authorize the Administrator 
of General Services to donate certain property to the American 
National Red Cross, having considered the same, reports favorably 
thereon with amendments and recommends that the bill do pass. 

The amendments are as follows: 

Page 1, line 5, after “numbering” delete “subsection” and insert in 
lieu thereof ‘subsections’. Make the same change after “as’’. 

After “(1)” insert a comma and the following after the’ comma 
“(m), and (n)’’. 

After “ ‘(m)’ ” insert a comma and the following after the comma 
“*(n)’, and ‘(0)’, respectively,”. 


PURPOSE 


This bill authorizes a discretionary authority in the Administrator 
of General Services to return by donation to the American National 
Red Cross, for charitable purposes, surplus Government-owned prop- 
erty which was in the first instance processed, produced, or donated to 
the Government by the Red Cross. 
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STATEMENT 


Under authority of section 11 (f) of the Surplus Property Act of 
1944 the Government returned to the Red Cross without remuneration 
therefor varying amounts of surplus property (gamma globulin, 
dried plasma, albumin, antihemophilic globulin, fibrin foam, surgical 
dressings, knitted and sewed garments and recreational equipment and 
supplies including motion picture projectors) which had been processed, 
produced, or donated by the Red Cross. This made it possible to 
return these materials to the public for charitable purposes and with- 
out charge, thus precluding utilization for profit of materials given for 
public and charitable purposes. 

Though it is not possible to estimate the future volume of such prod- 
ucts or materials that might become eligible for donation under this 
legislation, the people through the Red Cross, on a continuing basis, 
donate blood and other materials to the Government, particularly to 
the Department of Defense and Federal Civil Defense Administration. 
[t can be anticipated that varying quantities of these products will 
become outdated or otherwise surplus to Government needs, and can 
be advantageously utilized for charitable purposes. This legislation, 
in effect reenactment of a similar provision of the Surplus Property 
Act of 1944, will again make possible free distribution of these materials 
by the Red Cross through public-health departments and other official 
channels for charitable use, thus serving a worthwhile public interest. 


AGENCY COMMENTS 


The Bureau of the Budget, Department of Defense, General Ac- 
counting Office, and General Services Administration interpose no 
objections to favorable consideration of the bill. Following is a letter 


dated January 5, 1955, from the Administrator of General Services 
to the Speaker of the House of Representatives proposing this legis- 
lation: 


{Executive Communication No. 195. Original filed in executive communication file Re preposed bill: 
Donation to Red Cross of Government surplus property originally derived from the Red Cross.} 


OFFicE oF THE GENERAL SERVICES ADMINISTRATOR, 
Washington, D. C., January 6, 1955. 
Hon. Sam RayYsBurn 
Speaker of the House of Representatives. 


Dear Mr. Speaker: There is enclosed, for referral to the appropriate com- 
mittee of the House of Representatives, the draft of a proposed bill to amend the 
Federal Property and Administrative Services Act of 1949, as amended, to author- 
ize the Administrator of General Services to donate certain property to the Ameri- 
can National Red Cross. 

The proposed bill would authorize the Administrator of General Services to 
return to the American National Red Cross such surplus Government property 4s 
was originally derived from or through the American National Red Cross. 

The proposed legislation has been initiated at the request of the American 
National Red Cross after the adoption of an appropriate resolution by its board 
of governors. Its primary purpose is to make possible the return to the Red 
Cross of surplus Government-owned blood fractions originally derived from blood 
collected and processed by the Red Cross. 

The language as submitted leaves to the Government the decision as to whether 
any such property should, in the best interest of the Government, be returned to 
the Red Cross. The proposed legislation is considered meritorious and just. 

Pte provision was included as section 11 (f) of the Surplus Property Act 
ts) ‘ 
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It is urged that favorable consideration be given this legislative proposal. 
The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this proposed legislation to the Congress. 
Respectfully yours, 
Epmunp F. Mansure, Administrator. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


FrepeRAL PROPERTY AND ADMINISTRATIVE Services Act or 1949 as AMENDED 
(Suc. 203, 63 Stat. 385, as AMENDED; 44 U.S. C. 484 


DISPOSAL OF SURPLUS PROPERTY 


Src. 203. (a) Except as otherwise provided in this section, the Administrator 
shall have supervision and direction over the disposition of surplus property. 
Such property shall be disposed of to such extent, at such time, in such areas, by 
such agencies, at such terms and conditions, and in such manner, as may be pre- 
scribed in or pursuant to this Act. 

(b) The care and handling of surplus property, pending its disposition, and 
the disposal of surplus property, may be performed by the General Services 
Administration or, when so determined by the Administrator, by the executive 
agency in possession thereof or by any other executive agency consenting thereto. 

(ec) Any executive agency designated or authorized by the Administrator to 
dispose of surplus property may do so by sale, exchange, lease, permit, or transfer, 
for cash, credit, or other property, with or without warranty, and upon such other 
terms and conditions as the Administrator deems proper, and it may execute such 
documents for the transfer of title or other interest in property and take such other 
action as it deems necessary or proper to dispose of such property under the pro- 
visions of this title. 

(d) A deed, bill of sale, lease, or other instrument executed by or on behalf of 
any executive agency purporting to transfer title or any other interest in surplus 
property under this title shall be conclusive evidence of compliance with the 
provisions of this title insofar as concerns title or other interest of any bona fide 
grantee or transferee for value and without notice of lack of such compliance. 

(e) Unless the Administrator shall determine that disposal by advertising will 
in a given case better protect the public interest, surplus property disposals ma 
be made without regard to any provision of existing law for advertising until 
12 o’clock noon, eastern standard time, June 30, 1955: Provided, That an explana- 
tory statement shall be prepared and submitted to the appropriate committees of 
Congress and a copy preserved in the file of all cases where negotiated disposal 
occurs. 

(f) Subject to regulations of the Administrator, any executive agency may 
authorize any contractor with such agency or subcontractor thereunder to retain 
or dispose of any contractor inventory. 

(g) The Administrator, in formulating policies with respect to the disposal of 
surplus agricultural commodities, surplus foods processed from agricultural 
commodities, and surplus cotton or woolen goods, shall consult with the Secreta 
of Agriculture. Such policies shall be so formulated as to prevent surplus agri- 
cultural commodities, or surplus food processed from agricultural commodities, 
from being dumped on the market in a disorderly manner and disrupting the 
market prices for agricultural commodities. 

(h) Whenever the Secretary of Agriculture determines such action to be 
required to assist him in carrying out his responsibilities with respect to price 
support or stabilization, the Administrator shall transfer without charge to the 
Department of Agriculture any surplus agricultural commodities, foods, or cotton 
or woolen goods to be disposed of. Receipts resulting from disposal by the 
Department of Agriculture under this subsection shall be deposited pursuant to 
any authority available to the Secretary of Agriculture, except that net proceeds 
of any sale of surplus property so transferred shall be credited pursuant to section 
204 (b), when applicable. Surplus farm commodities so transferred shall not be 
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sold, other than for export, in quantities in excess of, or at prices less than those 
applicable with respect to sales of such commodities by the Commodity Credit 
Corporation. 

(i) The United States Maritime Commission shall dispose of surplus vessels 
of.ane thousand five hundred gross tons or more which the Commission deter- 
mines to be merchant vessels or capable of conversion to merchant use, and such 
vessels shall be disposed of only in accordance with the provisions of the Merchant 
Marine Act, 1936, as amended, and other laws authorizing the sale of such vessels, 
._(j) (1) Under sueh regulations as he may prescribe, the Administrator is 
authorized in his discretion to donate for educational purposes or public health 
purposes, including research, in any State without cost (except for costs of care 
and handling) such equipment, materials, books, or other supplies (whether or 
not capitalized in a working-capital or similar fund) under the control of any 
executive agency as shal! have been determined to be surplus property and which 
shall have been determined under paragraph (2) or paragraph (3) of this subsec- 
tion to be usable and necessary for educational purposes or public health purposes, 
fneluding research. In determining whether or not property is to be donated 
under this subsection, no distinction shall be made between property capitalized 
in a working-capital fund established pursuant to section 405 of the National 
Security Act of 1947, as amended, or any similar fund, and any other property. 

(2) Determination whether such surplus property (except surplus property 
donated in conformity with paragraph (3) of this subsection) is usable and neces- 
sary for educational purposes or public health purposes, including research, shall 
be made by the Secretary of Health, Education, and Welfare, who shall allocate 
such property on the basis of needs and utilization for transfer by the Administra- 
tor of General Services to tax-supported medical institutions, hospitals, clinics, 
health centers, school systems, schools, colleges, and universities, and to other 
non-profit medical institutions, hospitals, clinics, health centers, schools, colleges, 
and universities which have been held exempt from taxation under section 101 
(6) of the Internal Revenue Code, or to State departments of education or health 
for distribution to such tax-supported and non-profit medical institutions, hos- 
pitals, clinics, health centers, school systems, schools, colleges, and universities; 
except that in any State where another agency is designated by State law for such 
purpose such transfer shall be made to said agency for such distribution within 
the State. No property shall be transferred (except surplus property donated in 
conformity with paragraph (3) of this subsection), until the Secretary of Health, 
Education, and Welfare has received from an appropriate State agency or official 
a certification that suck property is usable and needed for educational or public 
health purposes in the State, and no property shall be transferred pursuant to this 
paragraph until the Secretary of Health, Education, and Welfare has determined 
that such agency or official has conformed to minimum standards of operation 
prescribed by the Secretary for the disposal of surplus property. 

(3) In the case of surplus property under the control of the Department of 
Defense, the Secretary of Defense shall determine whether such property is 
usable and necessary for educational activities that are of special interest to the 
armed services, such as maritime academies or military, naval, Air Force, or 
Coast Guard preparatory schools. If such Secretary shall determine that such 
property is usable and necessary for such purposes, he shall allocate it for transfer 
by the Administrator to such educational activities. If he shall determine that 
such property is not usable and necessary for such purposes, it may be disposed 
of in accordance with paragraph 2 of this subsection. 

(4) The Secretary of Health, Education, and Welfare may impose reasonable 
terms, conditions, reservations, and restrictions upon the use of any single item 
of property donated under paragraph (2) of this subsection which has an acquisi- 
tion cost of $2,500 or more. 

(5) The term “State’’, as used in this subsection, includes the District of 
Columbia, the Commonwealth of Puerto Rico, and the Territories and possessions 
of the United States. 

(k) (1) Under such regulations as he may prescribe, the Administrator is 
authorized, in his discretion, to assign to the Secretary of Health, Education, and 
Welfare for disposal such surplus real property, including buildings, fixtures, and 
equipment situated thereon, as is recommended by the Secretary of Health, 
Education, and Welfare as being needed for school, classroom, or other educational 
use, or for use in the protection of public health, including research. 

(A) Subject to the disapproval of the Administrator within thirty days 
after notice to him by the Secretary of Health, Education, and Welfare of a 
proposed transfer of property for school, classroom, or other educational use, 
the Secretary of Health, Education, and Welfare, through such officers or 
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_ those employees of the Department of Health, Education, and Welfare as he may 
Credit designate, may sell or lease such real property, including buildings, fixtures, 
and equipment situated thereon, for educational purposes to the States and 
ressels their political subdivisions and instrumentalities, and tax-supported educa- 
deter- tional institutions, and to other nonprofit educational institutions which 
1 such have been held exempt from taxation under section 101 (6) of the Internal 
rchant Revenue Code. 
essels, (B) Subject to the disapproval of the Administrator within thirty days 
tor is after notice to him by the Secretary of Health, Education, and Welfare of 
health a proposed transfer of property for public-health use, the Secretary of Health, 
f care Education, and Welfare, through such officers or employees of the Department 
her or of Health, Education, and Welfare as he may designate, may sell or lease 
of any such real property for public-health purposes, including research, to the 
which States and their political subdivisions and instrumentalities, and to tax- 
ubsec- supported medical institutions, and to hospitals or other similar institutions 
rposes, not operated for profit which have been held exempt from taxation under 
ynated section 101 (6) of the Internal Revenue Code. 
talized (C) In fixing the sale or lease value of property to be disposed of under 
ational subparagraph (A) and subparagraph (B) of this paragraph, the Secretary of 
rty. Health, Education, and Welfare shall take into consideration any benefit 
operty which has accrued or may accrue to the United States from the use of such 
neces- property by any such State, political subdivision, instrumentality, or 
1, shall institution. 
llocate (D) “States” as used in this subsection includes the District of Columbia, 
nistra- the Commonwealth of Puerto Rico, and the Territories and possessions of 
clinics, the United States. 
; other (2) Subject to the disapproval of the Administrator within thirty days after 
ileges, notice to him of any action to be taken under this subsection— 
on 101 (A) The Secretary of Health, Education, and Welfare, through such 
health officers or employees of the Department of Health, Education, and Welfare 
s, hos- as he may designate, in the case of property transferred pursuant to the 
rsities; Surplus Property Act of 1944, as amended, and pursuant to this Act, to 
or such States, political subdivisions, and instrumentalities thereof, and tax-sup- 
within ported and other non-profit educational institutions for school, classroom, 
ated in or other educational use; 
lealth, (B) The Secretary of Health, Education, and Welfare, through such 
official officers or employees of the Department of Health, Education, and Welfare, 
public as he may designate, in the case of property transferred pursuant to the 
to this Surplus Property Act of 1944, as amended, and pursuant to this Act, to 
rmined States, political subdivisions and instrumentalities thereof, tax-supported 
eration medical institutions, and to hospitals and other similar institutions not 
operated for profit, for use in the protection of public health (including 
rent of research) ; 
erty is (C) the Secretary of the Interior, in the case of property transferred pur- 
to the suant to the Surplus Property Act of 1944, as amended, and pursuant to this 
ree, or Act, to States, political subdivisions, and instrumentalities thereof, and 
at such municipalities for use as a puvlie park, public recreational area, or historic 
ransfer monument for the benefit of the public; or 
ne that (D) the Secretary of Defense, in the case of property transferred pursuant 
isposed to the Surplus Property Act of 1944, as amended, to States, political subdi- 
visions, and tax-supported instrumentalities thereof for use in the training 
sonable and maintenance of civilian components of the armed forces, 
le item is authorized and directed— 
xequisi- (i) to determine and enforce compliance with the terms, conditions, 
reservations, and restrictions contained in any instrument by which 
trict of such transfer was made; 
sessions (ii) to reform, correct, or amend any such instrument by the execu- 
tion of a corrective, reformative, or amendatory instrument where 
ator is necessary to correct such instrument or to conform such transfer to the 
on, and requirements of applicable law; and 
es, and (iii) to (I) grant releases from any of the terms, conditions, reserva- 
Health, tions, and restrictions contained in, and (II) convey, quitclaim, or re- 
‘ational lease to the transferee or other eligible user any right or interest re- 
served to the United States by, anv instrument by which such transfer 
ty days was made, if he determines that the property so transferred no longer 
are of & serves the purpose for which it was transferred, or that such release, con- 
nal use, veyance, or quitclaim deed will not prevent accomplishment of the pur- 
icers OF pose for which such property was so transferred: Provided, That any 
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such release, conveyance, or quitclaim deed may be granted on, or made 
subject to such terms and conditions as he shall deem necessary to pro- 
tect or advance the interests of the United States. 

(D Under such regulations as he may prescribe, the Administrator ts authorized 
in his discretion to y cont to the American National Red Cross, for charitable pur- 
poses, such property, which was processed, produced, or by the American 
National Red Cross, as shall have been determined to be surplus property. 

[£(1)](m) The Administrator is authorized to take possession of abandoned 
and other unclaimed property on premises owned or leased by the Government, 
to determine when title thereto vested in the United States, and to utilize, transfer 
or otherwise dispose of such property. Former owners of such property upon 
co claim filed within three years from the date of vesting of title in the United 

tates shall be paid the proceeds realized from the disposition of such property 
or, if the property is used or transferred, the fair value therefor as of the time 
title was vested in the United States as determined by the Administrator, less 
in either case the costs incident to the care and handling of such property as 
determined by the Administrator. 

[m](n) The Secretary of Health, Education, and Welfare, or the head of any 
Federal agency designated by the Secretary, is authorized to enter into coopera- 
tive agreements with State departments of education or health, and with other 
State agencies, which are responsible for carrying out in the States the program 
for the utilization of surplus property for educational purposes and health pur- 
poses provided for in subsections (j) or (k) of this section. Such cooperative 
agreements may provide for utilization by such Federal agency, without payment 
or reimbursement, of the property, facilities, personnel, and services of the State 
agency in carrying out such program, and for making available to such State 
agency, without payment or reimbursement, property, facilities, personnel, or 
services of such Federal agency in connection with such utilization. 

[(n)] (0) The Secretary of Health, Education, and Welfare shall submit, during 
each calendar quarter, a report to the Senate (or to the Secretary of the Senate if 
the Senate is not in session) and to the House of Representatives (or to the Clerk of 
such House if it is not in session) showing the a cost of all personal 
property donated under subsection (j) and of all real property disposed of under 
subsection (k) during the preceding calendar quarter to, or for distribution to, 
educational or public health institutions in each State, Territory, and possession, 
The first report under this subsection shall be made with respect to property 
donated or disposed of during the first calendar quarter which begins after the 
enactment of this subsection. 

O 





CT 


made 
> pro- 


orized 
> pur- 
erican 


Joned 
ment, 
ansfer 
upon 
Inited 
perty 
: time 
r, less 
ty as 


f any 
»pera- 
other 
gram 
) pur- 
rative 
yment 
State 
State 
el, or 


luring 
rate if 
lerk of 
rsonal 
under 
on to, 
ssion, 
yperty 
er the 


84TH CONGRESS t HOUSE OF REPRESENTATIVES | Report 
1st Session No. 1041 





AUTHORIZING THE TEXAS HILL COUNTRY DEVELOPMENT 
FOUNDATION TO CONVEY CERTAIN LAND TO KERR COUNTY, 
TEX., AND SUCH COUNTY TO CONVEY A PORTION THEREOF TO 
THE STATE OF TEXAS 





June 30, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Dawson of Illinois, from the Committee on Government 
Operations, submitted the following 


REPORT 


{To accompany H. J. Res. 276) 


The Committee on Government Operations, to whom was referred 
the joint resolution (H. J. Res. 276) to authorize the Texas Hill 
Country Development Foundation to convey certain land to Kerr 
County, Tex., and such county to convey a portion thereof to the 
State of Texas, having considered the same, report favorably thereon 
with amendments and recommend that the joint resolution do pass. 

The amendments are as follows: 

1. Amend the title to read: 

To authorize the Texas Hill Country Development Foundation to convey 
certain land to Kerr County. Texas. 

2. Page 2, lines 5 through 8: Delete all of section 2. 

3. Page 2, line 9 change “Suc. 3” to “Src. 2”. 

4. Page 2, line 13, after “thereof” change the comma to a period. 

5. Page 2, line 14: delete all the language beginning “except that 
the land * * *” and continuing through line 18. 


REASONS FOR AMENDMENTS 


The State of Texas, as reported by the author of the resolution, 
Mr. Fisher, has discontinued interest in the site for ae purposes. 


Therefore, he recommended deletion of those parts of the bill author- 
izing Kerr County to further transfer a portion of the property to the 
State of Texas. 
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PURPOSE 


This resolution, as amended, authorizes the Texas Hill Country 
Development Foundation to convey, notwithstanding use restrictions 
contained in said foundation’s deed, to Kerr County, Tex., certain 
real property which was transferred to said foundation by virtue of a 
deed of conveyance authorized by Private Law 480, 83d Congress. 


STATEMENT 


Private Law 480, 83d Congress (H. J. Res. 300) authorized and 
directed the Administrator of General Services to convey to the Texas 
Hill Country Development Foundation, Inc., a nonprofit corporation 
of Kerrville, Tex., in consideration of payment of $16,500 approxi- 
mately 90 acres of land being a part of Kerr County owned by and 
surplus to the needs of the Government. The deed of conveyance, 
dated February 1, 1955, pursuant to the terms of Private Law 480, 
restricts the property for a period of 25 years to use and maintenance 
by the Texas Hill Country Development Foundation in encouragement 
and furtherance of improvements in agriculture. However, for 
reasons of advantageous financing of necessary development for agri- 
cultural promotion purposes, the foundation now desires to convey 
legal title to the property to Kerr County. As reported by the author, 
Mr. Fisher, the foundation, being a nonprofit organization, is limited 
financially to funds raised by public subscription. The county, on 
the other hand, by virtue of a bond issue, has some $200,000 all or 
part of which could be available to develop and maintain the property 
for the use intended except that expenditure of proceeds of the bond 
issue is limited to improvement of county-owned property. The 
county, being also interested in the development and promotion of 
agricultural improvements, has indicated a willingness, except for the 
limitations on expenditures of money raised by bond issue, to assist 
financially with the development of the property in question. By 
arrangement between the county authorities and officials of the 
foundation, the foundation would continue operation and supervision 
of developing and using the land effectively for the purposes for which 
it was transferred by the Government, and any conveyance by them 
to Kerr County would contemplate and incorporate provisions con- 
tinuing in effect all the provisions of Private Law 480, 83d Congress, 
and the implementing deed of conveyance. 

Comments on the House joint resolution were elicited from the 
General Accounting Office and the General Services Administration. 
Neither interposed any objection. The agency views are set forth in 
a letter dated April 29, 1955, from the General Accounting Office. 
The letter follows: 

B-110211 
Hon. Wituiam L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. CuarrmMan: Reference is made to your letter of April 11, 1955, ac- 
knowledged by telephone on April 13, requesting a report on House Joint Resolu- 
tion 276 which would authorize the conveyance of certain land by the Texas 
Hill Country Development Foundation, a nonprofit corporation, to Kerr County, 
Tex., and a reconveyance of a part thereof to the State of Texas. 

Pursuant to Private Law 480, 83d Congress, the land involved was conveyed 
for $16,500 to the foundation for use in the promotion of agriculture through the 
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encouragement of certain designated activities, subject to reversion of the land to 
the United States in the event it should cease to be used for such purposes before 
the expiration of 25 years, 

While 40 United States Code 484 (k) (2) and. 50 United States Code Appendix 
1622 provide for releases from such conditions, reservations, and restrictions on 
real property transferred to certain nonprofit organizations pursuant to the Surplus 
Property Act of 1944 and the Federal Property and Administrative Services Act 
of 1949, no provision of law has been found which authorizes any Government 
official to release the possibility of reverter on land which was transferred by the 
United States pursuant to private law. Hence this resolution would appear to be 
necessary if the possibility of reverter is to be modified as proposed. 

Whether the land is held by Kerr County, Tex., or by the foundation would 
appear to make no essential difference insofar as the Government’s possibility of 
reverter is concerned so long as the land continues to be used for the designated 
purposes. Also, the use of a portion of the land by the State of Texas for military 
purposes appears no less beneficial to the public interest than its use by a nonprofit 
organization for the promotion of agriculture. Accordingly, we have no objection 
to the favorable consideration of the resolution. 

Sincerely yours, 
Frank H. WEIrTzEt1, 
Assistant Comptroller General of the United States. 


COMMITTEE ACTION 


The committee, after hearing testimony of the author, Mr. Fisher, 
and reviewing the comments of the agencies, determined that the 
House joint resolution should be amended, as suggested by the author, 
to delete the provision for further conveyance by Kerr County to the 
State of Texas. With amendment, as explained supra, necessary to 
effect this suggested deletion, the committee approves the House 
joint resolution. 


O 













SS8eerwesere & PWT 2! AUS ee See 





84TH CONGRESS } HOUSE OF REPRESENTATIVES | REportT 
1st Session No. 1042 





WAIVING POINTS OF ORDER AGAINST THE BILL H. R. 7117 





June 30, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. O’Nettt, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 294] 


The Committee on Rules, having had under consideration House 
Resolution 294, report the same to the House with the recommendation 
that the resolution do pass. 
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No. 1043 





DEPARTMENTS OF STATE AND JUSTICE, THE JUDICIARY, 
AND RELATED AGENCIES APPROPRIATION BILL, 1956 





June 30, 1955.—Ordered to be printed 





Mr. Rooney, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 5502} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5502) 
making appropriations for the Departments of State and Justice, the 
Judiciary, and related agencies, for the fiscal year ending June 30, 
1956, and for other purposes, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its amendments numbered 3, 4, 9, 11, 
17, 23, 24, 25, 34, 40, 43, 44, 45, 48, 51, and 52. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 18, 19, 22, 32, 33, 39, and 53, and agree to the 
same. 


Amendment numbered 1: 


That the House recede from its disagreement to the amendment of 
pe Senate numbered 1, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $66, 760,000; 
and the Senate agree to the same. 


Amendment numbered 5: 


That the House recede from its disagreement to the amendment of 
~ Senate numbered 5, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $575,000; and 
the Senate agree to the same. 
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Amendment numbered 6: 


That the House recede from its disagreement to the amendment of 
a Senate numbered 6, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $8,500,000; 
and the Senate agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $7,500,000; 
and the Senate agree to the same. 


Amendment numbered 8: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 8, and agree to the same with an amendment as 
follows: 

In lieu of the sum proposed by said amendment insert $900,000; 
and the Senate agree to the same, 


Amendment numbered 10: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 10, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $28,115,906; 
and the Senate agree to the same. 


Amendment numbered 14: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 14, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $1,300,000; 
and the Senate agree to the same. 


Amendment numbered 15: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 15, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed by said amendment insert fence or 
demarcation; and the Senate agree to the same. 


Amendment numbered 16: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 16, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $285,000; 
and the Senate agree to the same. 


Amendment numbered 20: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 20, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $18,000,000}; 
and the Senate agree to the same, 
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Amendment numbered 21: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 21, and agree to the same with an amendment 
as follows: 

Restore the matter stricken out by said amendment, amended to 
read as follows: : Provided, That not to exceed $3,300,000 may be used 
for administrative expenses during the current fiscal year; and the 
Senate agree to the same. 


Amendment number 26; 


That the House recede from its disagreement to the amendment of 
the Senate numbered 26, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $2,570,000; 
and the Senate agree to the same. 


Amendment numbered 28: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 


In lieu of the sum proposed by said amendment insert $9,300,000; 
and the Senate agree to the same. 


Amendment numbered 29: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $17,240,000; 
and the Senate agree to the same. 


Amendment numbered 31: 


That the House recede from its disagreement to the amendment 
of the Senate numbered 31, and agree to the same with an amendment 
as follows: 

In lieu of the matter stricken out and inserted by said amendment 
insert one hundred and seventy; and the Senate agree to the same. 


Amendment numbered 36: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 36, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $28,800,000; 
and the Senate agree to the same. 


Amendment numbered 38: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 38, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $875,000; 
and the Senate agree to the same, 


Amendment numbered 41: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 41, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $14,000,000; 
and the Senate agree to the same. 
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Amendment numbered 42: 


That the House recede from its disagreement to the amendment of 
pe Senate numbered 42, and agree to the same with an amendment as 
ollows: 

In lieu of the sum proposed by said amendment insert $2,276,750; 
and the Senate agree to the same. 


Amendment numbered 47: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 47, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $85,000,000; 
and the Senate agree to the same. 


Amendment numbered 50: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 50, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $50,000; 
and the Senate agree to the same. 


The committee of conference report in disagreement amendments 
numbered 2, 12, 13, 27, 30, 35, 37, 46, and 49. 
Joun J. ROONEY, 
Prince H. Preston, Jr., 
Rosert L. F. Sixes, 
Don Maenvuson, 
CLARENCE CANNON, 
F. R. Couprrt, Jr., 
Frank T. Bow, 
Curr CLEVENGER, 
JoHN TABER, 
Managers on the Part of the House. 


Hariey M. Kitcore, 
ALLEN J. ELLENDER, 
Joun L. McCLetuan, 
Warren G. Maanvuson, 
Cart Haypen, 
SpessarD L. HoLianp, 
Earze C. CLEMENTS, 
THEODORE FRANCIS GREEN, 
MIKE MANSFIELD, 
Srytes Bripges, 
LEVERETT SALTONSTALL, 

By S. B., 
JosepH McCarruy, 

By 8S. B., 
Karu E. Munprt, 
MarGaAret CuHase SmIra, 
Everett McKiniey Dirksen, 
Bourke B,,HickENLooPEr, 

Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
on the bill (H. R. 5502), making appropriations for the Departments 
of State and Justice, the Judiciary, and related agencies for the fiscal 
year ending June 30, 1956, and for other purposes, submit the follow- 
ing statement in explanation of the effect of the action agreed upon 
and recommended in the ac companying conference report as to 
each of such amendments, namely: 


TITLE I—DEPARTMENT OF STATE 


SALARIES AND EXPENSES 




















Amendment No. 1: Appropriates $66,760,000 instead of $63,760,000 
E as proposed by the House and $68,700,000 as proposed by the Senate. 
The amount recommended includes $1,822,304 above the House 
allowance for the personnel improvement program and $1,177,696 
for staff strengthening and operating expenses. No funds are included 
for the trade commissioners and supporting staff or for expansion of 
the Foreign Servic e economic reporting activities. 
Amendment No. 2 : Reported in disagreement. 


Dr CTR ene Sree ah oe hen Lo OW GEL ROL MEMO 


REPRESENTATION ALLOWANCES 





Amendments Nos. 3 and 4: Restore language as proposed by the 
House. 

Amendment No. 5: Appropriates $575,000 instead of $475,000 as 
proposed by the House and $700,000 as proposed by the Senate. 


Acquisition oF Buitpincs ABROAD 


Amendment No. 6: Appropriates $8,500,000 instead of $7,000,000 
as proposed by the fe and $12,201,000 as proposed by the Senate. 

Amendment No. 7: Provides that $7,500,000 shall be used to pur- 
chase foreign pareueies or credits owed to or owned by the Treasury 
instead of $6,250,000 as proposed by the House and $10,036,257 as 
proposed by the Senate. 

Amendment No. 8: Allocates not to exceed $900,000 for adminis- 
trative expenses instead of $750,000 as proposed by the House and 
$1,000,000 as proposed by the Senate. 


Amendment No. 9: Deletes language proposed by the Senate. 









CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS 







Amendment No. 10: Appropriates $28,115,905 instead of $28,079,- 


977 as proposed by the House and $28,247, 608 as proposed by the 
Senate. 


Amendment No. 11: Deletes language proposed by the Senate. 
5 
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INTERNATIONAL CONTINGENCIES 


Amendment No. 12: Reported in disagreement. 

Amendment No. 13: Reported in disagreement. 

Amendment No. 14: Appropriates $1,300,000 instead of $1,075,000 
as proposed by the House and $1,500,000 as proposed by the Senate. 


INTERNATIONAL BouNDARY AND WaTER Commission, Unitep Srarss 
AND Mexico 


Amendment No. 15: Inserts the words “fence or demarcation” 
instead of language proposed by the House and Senate. 


American Sections, INTERNATIONAL CoMMISSIONS 


Amendment No. 16: Bi Gi aheanes $285,000 instead of $245,000 as 
proposed by the House and $286,000 as proposed by the Senate. 


INTERNATIONAL FIsHERIES COMMISSIONS 


Amendment No. 17: Deletes language proposed by the Senate. 

Amendment No. 18: Appropriates $455,000 as proposed by the 
Senate instead of $425,000 as proposed by the House. 

Amendment No. 19: Inserts language as proposed by the Senate. 


INTERNATIONAL EDUCATIONAL ExcHANGE ACTIVITIES 


Amendment No. 20: Appropriates $18,000,000 instead of $12,000, 
000 as proposed by the House and $22,000,000 as proposed by the 
Senate. 

Amendment No. 21: Restricts administrative expenses to not to 
exceed $3,300,000 instead of $2,400,000 as proposed by the House and 
no restrictions as proposed by the Senate. None of the funds made 
available in this item shall be used to pay the cost of sending foreign 
students from their country to study at a foreign university of another 
foreign country. No funds made available in this item are to be used 
for construction. The conferees are in full agreement as to the mak- 
ing of the study and report as directed in Senate Report No. 378. 


GOVERNMENT IN Occuprep AREAS 


Amendment No. 22: Appropriates $7,750,000 as proposed by the 
Senate instead of $8,000,000 as proposed by the House. 


GENERAL PROVISIONS—DEPARTMENT OF STATE 


‘ Amendments Nos. 23, 24, and 25: Delete language proposed by the 
enate. 
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TITLE II—DEPARTMENT OF JUSTICE 
Leeav Acrivities AND GENERAL ADMINISTRATION 
SALARIES AND EXPENSES, GENERAL ADMINISTRATION 
Amendment No. 26: Appropriates $2,570,000 instead of $2,525,000 


as proposed by the House and $2,615,000 as proposed by the Senate. 
Amendment No. 27: Reported in disagreement. 


SALARIES AND EXPENSES, GENERAL LEGAL ACTIVITIES 


Amendment No. 28: Appropriates $9,300,000 instead of $9,000,000 
as proposed by the House and $9,600,000 as proposed by the Senate. 


SALARIES AND EXPENSES, UNITED STATES ATTORNEYS AND MARSHALS 


Amendment No. 29: Appropriates $17,240,000 instead of $17,000,- 


000 as proposed by the House and $17,480,000 as proposed by the 
Senate. 


SPECIAL TEMPORARY ATTORNEYS AND ASSISTANTS 


Amendment No. 30: Reported in disagreement. 


IMMIGRATION AND NATURALIZATION SERVICE 
SALARIES AND EXPENSES 


Amendment No. 31: Allows purchase of not to exceed 170 passenger 
motor vehicles instead of 150 as proposed by the House and 197 as 
proposed by the Senate. 

Amendment No. 32: Allows purchase of not to exceed 7 aircraft as 
proposed by the Senate instead of 5 as proposed by the House. 

Amendment No. 33: Inserts language as proposed by the Senate. 

Amendment No. 34: Appropriates $44,000,000 as proposed by the 
House instead of $44,500,000 as proposed by the Senate. 

Amendment No. 35: Reported in disagreement. 


FrepEerRAL Prison System 
SALARIES AND EXPENSES, BUREAU OF PRISONS 


Amendment No. 36: Appropriates $28,800,000 instead of $28,600,- 


as proposed by the House and $29,000,000 as proposed by the 
enate. 


Amendment No. 37: Reported in disagreement. 
BUILDINGS AND FACILITIES 


Amendment No. 38: Appropriates $875,000 instead of $750,000 
as proposed by the House and $1,000,000 as proposed by the Senate. 


Orrice oF ALIEN PROPERTY 


SALARIES AND EXPENSES 


Amendment No. 39: Allows $2,800,000 for general administrative- 
expenses as proposed by the Senate instead of $2,500,000 as proposed: 
by the House. 











8 STATE, JUSTICE, JUDICIARY, AND RELATED AGENCIES, 1956 


: GENERAL ProvisioNsS—DEPARTMENT OF JUSTICE 


Amendment No. 40: Deletes language proposed by the Senate. 
TITLE ITI—THE JUDICIARY 


Courts or Appreats, District Courts, anp OTHER 
JUDICIAL SERVICES 


SALARIES OF SUPPORTING PERSONNEL 


Amendment No. 41: Appropriates $14,000,000 instead of $13,593,240 
as proposed by the House and $14,417,800 as proposed by the Senate. 


TRAVEL AND MISCELLANEOUS EXPENSES 


Amendment No. 42: Appropriates $2,276,750 instead of $2,170,250 
as proposed by the House and $2,383,250 as proposed by the Senate. 


TITLE IV—UNITED STATES INFORMATION AGENCY 


SALARIES AND EXPENSES 


= £3 82. Fett £55 


Amendments Nos. 43, 44, and 45: Delete language proposed by the 
Senate. 

Amendment No. 46: Reported in disagreement, 

Amendment No. 47: Appropriates $85,000,000 instead of $80,500,000 
as proposed by the House and $88,350,000 as proposed by the Senate. 
Amendment No. 48: Deletes language proposed by the Senate. 

Amendment No. 49: Reported in disagreement. 

Amendment No. 50: Provides not to exceed $50,000 for representa- 
tion allowances instead of $35,000 as proposed by the House and 
$150,000 as proposed by the Senate. 

Amendment No. 51: Inserts language proposed by the House and 
deletes language proposed by the Senate. 

Amendment No. 52: Deletes language proposed by the Senate. 


TITLE V—FUNDS APPROPRIATED TO THE PRESIDENT 


ReruGeEe RELIEF 


CSE SEWELSESSSA Ew CSE PEE Ee 


Amendment No. 53: Appropriates $15,000,000 as proposed by the 
Senate instead of $16,000,000 as proposed by the House. 
Joun J. Rooney, 
Prince H. Preston, Jr., 
Rosert L. F. Stress, 
Don MaGnuson, 
CLARENCE CANNON, 
F. R. Covpert, Jr., 
Frank T. Bow, 
Curr CLEVENGER, 
Joun Taser, 
Managers on the Part of the House. 
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JuLy 1, 1955. 


Hon. Sam Raysurn, 
House of Representatives, 
Washington, D. C. 
Dear Mr. Speaker: Transmitted herewith is a preliminary report 
of the Subcommittee on Government Procurement, Disposal and Loan 
Activities, of the Select Committee on Small Business. 


Sincerely yours, 
Wricat Parman, 
Chairman, Select Committee on Small Business: 
Inf 
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LETTERS OF TRANSMITTAL 


JuNE 29, 1955. 
Hon. Wricut PatTMan, 


Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

Dear Mr. Parman: Transmitted herewith is the preliminary report 
of the Subcommittee on Government Procurement, Disposal and 
Loan Activities. This subcommittee was appointed by you in 
February 1955 for the purpose of studying the Small Business Admin- 
istration and the problems related to procurement, loans, and disposal. 
The findings and recommendations of your subcommittee are embodied 
in this report, with the additional views of Hon. Joe L. Evins attached 
to the report. 

Sincerely yours, 
ABRAHAM J. MULTER, 
Chairman, Subcommittee on Government Procurement, 
Disposal and Loan Activities. 
v 
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Mr. Patman, from the Select Committee on Small Business, sub- 
mitted the following 


PRELIMINARY REPORT 


[Pursuant to H. Res. 114} 


INTRODUCTION 


House Resolution 114 introduced by the Honorable Wright Patman 
on January 26, 1955, which was considered and agreed to by the 
House on January 27, 1955, created a Select Committee on Small 
Business of the House to study and investigate the problems of all 
types of small business existing, arising or that may arise with particu- 
lar reference to— 


* * * (2) the administration of Federal laws relating specifically to small business 
to determine whether such laws adequately serve the needs of small business; 
(3) whether Government agencies adequately serve and give due consideration 
to the problems of small business * * *. 

The committee was further authorized by this resolution to submit 
to the House from time to time such preliminary reports as it deems 
advisable. 

The chairman of the Select Committee on Small Business, Mr. 
Patman, appointed five subcommittees: 

Subcommittee No. 2 was appointed to deal with Government pro- 
curement, disposal, and loan activities. This subcommittee consists 
of the Honorable Abraham J. Multer, chairman, the Honorable Joe 
L. Evins and the Honorable R. Walter Riehlman as members. 

Subcommittee No. 2, pursuant to House Resolution 114, conducted 
extensive hearings in connection with the Small Business Administra- 
tion, the purpose of which was to examine the operation and policies 
of the Small Business Administration, whether it should be continued 
and under what type of organization and law. The legal authority 
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2 SMALL BUSINESS ADMINISTRATION AND RELATED ACTIVITIES 


for the Small Business Administration expires June 30, 1955, pursuant 
to section 221 (a) of Public Law 163, 83d Congress. 

The hearings were held in Washington, D. C., on March 1, 2, 3, 8, 
9, 10, 11, and 30, 1955. The following Members of Congress testified 
orally or submitted statements: 


Hon. John W. McCormack (Massa- Hon. Charles E. Bennett (Florida) 


chusetts) Hon. M. G. Burnside (West Virginia) 
Hon. Thomas M. Pelly (Washington) Hon. George M. Rhodes (Pennsyl- 
Hon, Stewart L. Udall (Arizona) vania) 
Hon. John Phillips (California) Hon. Louis C. Rabaut (Michigan) 
Hon. A. S. Herlong, Jr. (Florida) Hon. Olin E. Teague (Texas) 
Hon. Walt Horan (Washington) Hon. Robert C. Wilson (California) 
Hon. Joel T. Broyhill (Virginia) Hon. Henry S. Reuss (Wisconsin) 
Hon. Coya Knutson (Minnesota) Hon. Page Belcher (Oklahoma) 
Hon. William C. Cramer (Florida) Hon. Gordon L. McDonough (Cali- 
Hon. Ralph Harvey (Indiana) fornia) 
Hon. Craig Hosmer (California) Hon. Frank C. Osmers, Jr. (New Jer- 
Hon. Richard W. Hoffman (Illinois) sey) 


Hon. Jack Westland (Washington) 


Communications were also received from the Delegate from Alaska, 
Hon. E. L. Bartlett; the Delegate from Hawaii, Hon. Elizabeth R. 
Farrington; and the Resident Commissioner to the United States from 
Puerto Rico, Hon. A. Ferndés-Isern. 

The committee is indebted to them for their interest and assistance. 
Other Government officials who testified or submitted statements 
were: 


Commonwealth of Puerto Rico: 
Mr. Teodoro Moscoso, Administrator, Economic Development Administra- 
tion, Puerto Rico. 
Smal! Business Administration: 
Mr. Wendell B. Barnes, Administrator. 
Mr. Norbert Engles, Deputy Administrator for Financial Assistance. 
Mr. Donald A. Hipkins, Deputy Administrator for Procurement and Tech- 
nical Assistance. 
Atomic Energy Commission: 
Mr. George C. Taylor, Assistant Director for Supplies. 
Mr. John A. Derry, Director of Construction and Supply. 
Mr. Philip G. Read, Small Business Specialist. 
Department of Defense: 
Mr. Thomas P. Pike, Assistant Secretary for Supply and Logistics. 
Mr. John Hamlin, Small Business Advisor to the Assistant Secretary of 
Defense for Supply and Logistics. 
Mr. Leonard C. Etheredge, Procurement Specialist. 
General Services Administration: 
Mr. Edmund F. Mansure, Administrator. 
Mr. Maxwell Elliott, General Counsel. 
Mr. John Thomas, Director, Personal Property Utilization Division. 
Department of Commerce: 
Mr. Lothair Teetor, Assistant Secretary of Commerce for Domestic Affairs. 
Department of the Treasury: 
Mr. Laurence B. Robbins, Assistant Secretary of the Treasury, 
Department of the Interior: 
Mr. Donald E. Lee, National Park Service, Chief of Concessions Branch, 
Trade associations: 
Mr. George J. Burger, National Federation of Independent Business. 
Mr. Henry Bison, National Association of Retail Grocers. 
Members of the public: 
Brainard Industries, Inc., Lindenhurst, Long Island, N. Y. 
Triest Manufacturing Co., Annapolis, Md. 
Dick Brothers, Inc., Reading, Pa. 
The Metal Craft Manufacturing & Sales Corp., Kansas City, Mo. 
Cadillac Canvas Co., El Monte, Calif, 
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SMALL BUSINESS ADMINISTRATION AND RELATED ACTIVITIES 3 


The hearings dealt with, among other things, the Small Business 
Administration and all of its operations, both in the financial assistance 
field and procurement. In view of the termination date, June 30, 
1955, and inasmuch as the House Committee on Banking and Currenc 
is to consider legislation in connection with the agency, this prelimi- 
nary report is being submitted by Subcommittee 2 of the House 
Select Committee To Study and Investigate the Problems of Small 
Business. 

EXTENSION OF SMALL BUSINESS ADMINISTRATION 


The evidence adduced at these hearings has clearly, and without 
any reservation, established the need for the extension of the life of 
the Small Business Administration. The subcommittee therefore 
urges the House Banking and Currency Committee to take the neces- 
sary steps to report appropriate legislation to the floor for action so 
that the agency will be able to operate without interruption. 

It was the unqualified view of almost all of the witnesses before the 
committee that the agency should be extended for at least a 2-year 
period. 

The essence of the American economic system of private enterprise 
is free competition. Only through full and free competition can free 
markets, free entry into business, and opportunities for the expression 
and growth of personal initiative and individual judgment be assured. 
Small business must continue to grow in order to continue the great 
American system of free enterprise. However, small business requires 
Government aid, counsel, assistance, and protection to assure a fair 
proportion of the total purchases and contracts for supplies and 
services for the Government being placed with small-business enter- 


prises in order to aid in maintaining and strengthening the overall 
economy of the Nation. It also needs financial assistance when 
private credit is not available. 

The Department of Defense in its testimony before the committee 
stated: 


It is the view of the Department of Defense that the Small Business Administra- 
tion * * * can be very helpful to the Department of Defense in developing and 
executing sound small-business policy. It is our view that the Small Business 
Administration is presently serving the best interests of the Nation in this way 
and that it can continue to do so. Wee these reasons we recommend the continua- 
tion of the Small Business Administration beyond June 30, 1955. 


The Atomic Energy Commission testified: 

The Small Business Administration has been of substantial assistance to us— 
and recommended that the Small Business Administration be kept in 
existence * * *, The Atomic Energy Commission stated: 


We do need help of people (Small Business Administration) who are particularly 
well qualified and who have the time to spend to find suppliers in the small-business 
area. 


The Department of the Treasury testified that: 
* * * the life of the agency should be extended for a further period of 2 years * * *, 


Although the evidence adduced at the hearings established that the 
Small Business Administration may not have moved as vigorously 
and as expeditiously as might be desired in the two basic fields of 
operation of the agency, to wit: financial assistance and procurement 
aid, it is clear that its continuation is a necessity. 
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4 SMALL BUSINESS ADMINISTRATION AND RELATED ACTIVITIES 


LENDING POLICY AND PROCEDURES 


Loan Policy Board 


Section 204 (d) of the act creates a Loan Policy Board of the Small 
Business Administration, consisting of the Administrator of the Small 
Business Administration as Chairman, and Secretary of the Treasury 
and the Secretary of Commerce, or their designees, as members of such 
Board. The act by its language, created the Board to establish 
general policies which shall govern the granting and denial of applica- 
tions for financial assistance by the Administration. 

Section 204 (a) of the act states: 

In order to carry out the policies of this title there is hereby created an agency 
under the name of Small Business Administration * * * and it shall not be 
affiliated with or be within any other agency or department of the Federal 
Government. 

It is clear from the evidence adduced at the hearings that the Small 
Business Administration, in order to perform the function for which 
it was created, should be charged with the duty and responsibility of 
formulating loan policy. As an independent, unaffiliated agency, the 
Administration should be responsible only to the President and to the 
Congress for its actions. The evidence indicates that the Loan 
Policy Board makes no substantial contribution in carrying out the 
intent of Congress with respect to providing assistance for small 
business. 

The Board has met approximately once a month since its inception 
and, although it has issued a loan policy statement, the record is clear 
that the determinations were always unanimous and the Board merely 
followed the recommendations of the Administrator of the Small 
Business Administration. Mr. Wendell B. Barnes, Administrator of 
the Small Business Administration, testified: 

Sometimes the Loan Policy Board considers something for a month or two 

before we move into it. * * * I have prepared most of the changes in the 
policy myself. * * * There has been uniformity, or at least an agreement, in 
the changes that have taken place. * * * We [Smal! Business Administration] 
felt that a change should be made and they should all be put on the same basis. 
The Loan Policy Board concurred. 
The record is clear that the determinations of the Loan Policy Board 
were based on recommendations of the Administrator and were 
always unanimously passed by the Board. Mr. Robbins, Assistant 
Secretary of the Treasury, testified: 

Mr. Chairman, I think it is fair to say that in my recollection there has never 
been a decision of the Policy Board arrived at in any way except by unanimous 
agreement. There has been no attempt to override the Administrator on the 
part of other members of the Policy Board. He is the Chairman of the Board 
and his recommendations are received sympathetically and almost without 
exception they are adopted. 

Consequently, the procedure of the Loan Policy Board appears to 
delay important decisions and hampers efficient Retrial. rather 


than serving to expedite the important lending functions of the act. In 
view of the foregoing experience, this subcommittee recommends that 
section 204 (d) of the act be repealed. The subcommittee feels that 
the responsibility and jurisdiction for the policies, as well as the oper- 
ations, of the Small Business Administration should lie solely within 
the administration of the agency. It is clearly the intent of the 

be responsible for the activities and 


Congress that the Administrator 
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SMALL BUSINESS ADMINISTRATION AND RELATED ACTIVITIES 5 


functions of the agency and that the agency be wholly independent 
and unaffiliated as provided in section 204 (a) of the act. 


National park concessionaires 


The committee heard testimony from several Congressmen and from 
representatives of the National Park Service in regard to the policy 
adopted by the SBA Loan Policy Board relative to granting loans to 
concessionaires operating small business establishments in the national 
parks. This policy apparently is discriminatory with respect to a 
segment of small business which should have consideration under the 
Small Business Act. 

The subcommittee feels that the granting of loans to operators of 
business facilities in the national parks is within the scope of the 
authority vested in the Small Business Administration and that such 
loans are in no way contrary to the public interest. The subcommittee 
strongly recommends that this policy be reconsidered and that loan 
applications of national park concessionaires be granted whenever 
and wherever such loans meet the criteria established in granting loans 
to other small business applicants. 

Facilities such as restaurants, lodgings, service stations, general 
stores, and other installations are a necessary adjunct to the full 
utilization of national parks and monuments. Therefore, it is the 
subcommittee’s opinion that it is sounder and more economical to assist 
in providing necessary financing through the medium of SBA loans 
than for the Federal Government to undertake to build and operate 
such business establishments contrary to our free enterprise system. 


Financial assistance program 


A study of the history of the legislation which established the Small 
Business Administration clearly indicates that one of the most im- 
portant functions of the Administration is in the field of financial 
assistance. The Members of Congress felt that legitimate credit 
needs of small business could not be met by private financial sources. 
The Congress accordingly authorized the Small Business Administra- 
tion to make direct loans and, more particularly, wherever possible to 
participate with the banks in the applicant’s community in the 
granting of financial assistance to small-business institutions. 

Section 202 of the act which sets forth the policy of the Congress in 
connection with the Small Business Administration states: 

It is the declared policy of the Congress that the Government shall aid, counsel, 
assist, and protect, insofar as possible, the interest of small business. 

Unless the legitimate credit needs of small-business institutions 
are met from some source, small business cannot long endure or con- 
tinue to aid in the strengthening of our free competitive enterprise 
system. The Congress established the Small Business Administra- 
tion to aid and assist small business and it necessarily follows that in 
accordance with the act when small business is unable to secure 
financial aid from private sources, the Administration is required to 
take appropriate action in an effort to supply the need. 

Congress appropriated $80 million as a revolving fund for the 
Small Business Administration’s lending program. Of this total as 
of April 30, 1955, $73,818,000 was approved for business loans. As 
of that date there has been committed for disbursal $40,499,000. 








< £63 82. Fes ess 


ee resweiseesce ew 6 OSE Eee 





6 SMALL BUSINESS ADMINISTRATION AND RELATED ACTIVITIES 


A study of the evidence as submitted to the committee established 
that this important phase (financial assistance) of the program of 
Small Business Administration was not being adequately administered. 
The evidence indicates that the method of operation in processing 
loan applications requires considerable revision. 

The processing of loan applications by the Administration neces- 
sarily involves a matter of judgment. It is not the desire of Congress 
to replace the judgment of an executive agency in its administrative 
function. However, it is the duty of such an executive agency in its 
administration of the act to follow the clear intent of Congress. It 
is the intent of Congress to help small business with a financial assist- 
ance program and to fill the gap wherever legitimate credit was not 
available to small business. The Small Business Administration in 
processing loan applications has been overcautious. We have re- 
ceived indications that good loans were rejected in some instances 
and in others unduly restrictive conditions were imposed. A study 
of the reports issued by the Small Business Administration and the 
evidence before us indicate that there is too large a gap between the 
number of loans approved and the number of loans actually disbursed. 

The records of the Small Business Administration indicate that 
business loan applications were received, authorized, and disbursed 
from August 1, 1953, to April 30, 1955, as follows: 

















Number of | Number o. Number of 
Region applica- applica- | Amountau-| applica- | Amount dis- 
g tions re- tions au- thorized tions dis- bursed 
ceived thorized bursed 

fy ERR PT Eee Se Peg ee one ee 208 50 $2, 779, 000 31 $1, 679, 000 
ONE OS BR eae 399 7 5, 227, 000 50 3, 386, 000 
Philadelphia 3... 326 69 3, 193, 000 46 2, 125, 000 
Richmond 4.._.. 265 70 3, 616, 000 42 2, 177,000 
Atlanta 5........ 620 164 7, 441, 000 105 4, 303, 000 
eS RTS Rr 527 147 7, 668, 000 89 4, 583, 000 
ee ERE a Lem 297 114 6, 220, 000 70 3, 328, 000 
FREER ET BLE 206 89 3, 203, 000 51 1, 495, 000 
pg CIS Se i ae 409 136 7, 639, 000 67 3, 325, 000 
Co ARRAS re he. 684 176 10, 118, 000 “4 5, 442, 000 
o_o: ESRI SPREE ES SES CM 148 49 2, 281, 000 29 1, 135, 000 
San Francisco 12- 95 19 1, 331, 000 11 880, 000 
Seattle 13__........ dai 409 134 6, 948, 000 75 3, 512, 000 
ee ) LSS een 492 133 6, 154, 000 70 3, 129, 000 
Total na 5, 085 1, 424 73, 818, 000 830 1 40, 499, 000 























1 Amount listed as disbursed includes moneys committed. 
Source: Small Business Administration. 


Procedures require revisions which cause approval of loans that 
are never disbursed in as great a number as indicated. Either the 
loans should have never been approved in the first place or once 
approved should have been promptly disbursed after execution of 
necessary documents. The failure to disburse approved loans was 
due in the main either to the imposition of restrictive contract condi- 
tions or passage of time making the loan unnecessary or improvident. 
Either cause means bad lending procedure. 

Interest rates 

The Small Business Administration has established a uniform inter- 
est rate in its financial assistance program. Such uniform interest 
rate is used throughout the country without regard to local custom 
in the lending field by private financial institutions. The rate estab- 
lished by the Small Business Administration on a direct loan is 4 
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maximum of 6 percent and on a bank participation loan a minimum 
rate of 5 percent. Despite the rate of interest charged by private 
financial institutions in the local community where the loan is dis- 
bursed, the Small Business Administration will not permit any par- 
ticipation loan under a minimum rate of 5 percent. This is done 
regardless of the fact that the rate of interest charged by such private 
institution might be less than 5 percent. In the direct loan program, 
the rate of interest is 6 percent, without regard to local custom, where 
the interest rate on bank loans many times is a different rate. 

The House Select Committee on Small Business of the 83d Congress, 
after exhaustive hearings and investigations, reviewed the problem of 
uniform interest rates, as established by the Small Business Adminis- 
tration. It was the committee’s recommendation at that time that the 
Administration discontinue its uniform interest rate program. It was 
the committee’s understanding that the Administration had agreed to 
issue a new regulation to correct this practice. However, it appears 
from the evidence adduced at the hearings that the Administrator 
failed to do so. It is therefore the subcommittee’s recommendation 
that the Administration immediately institute a study as to the 
advisability of establishing the practice of setting the interest rate in 
conformity with local custom. Upon completion of such study, the 
Administration should file the report with the President of the Senate 
and the Speaker of the House of Representatives and in any event 
within the next 6 months. 


DEFINING SMALL BUSINESS 


The question of a proposed definition of small business has been 
a recurring one over the years. It has been recognized by this com- 
mittee that no single definition may be expected to meet all require- 
ments. It was in recognition of the varying situations which moti- 
vated this committee to depart from rigid standards and leave the 
definition of small business to administrative determination. The 
Small Business Act of 1953 placed this responsibility wholly within 
the Small Business Administration. Witnesses at the recent hearings 
held by Subcommittee No. 2 testified to the difficulty in setting up 
standards to guide administrative action in defining small business 
in the various fields of governmental operations. It was demon- 
strated that an acceptable definition covering lending activities must 
be flexible in its application to the several segments of production 
and distribution in each industry. It was testified at the hearings 
that a workable definition had been established by the Small Business 
Administration in its financial assistance program. Likewise, the 
same flexibility and adaptability must be obtained in the consideration 
of contract awards to small business by the Government. The 
arbitrary 500 rule used in procurement by the Small Business Admin- 
istration and the Department of Defense created a double standard 
in treating small business in one fashion for financial assistance and 
in another fashion for procurement. The Small Business Adminis- 
tration has adopted one set of criteria for its financial assistance pro- 
gram and a different set of criteria for procurement purposes. It 
therefore becomes apparent that further legislation is required to 
bring about the necessary result of a single standard for all small 
business activities within the Government. 
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The standard of 500 or less employees originated in World War IT 
with several variations. For the want of a better definition, the 500 
rule generally gained acceptance in the Government, although in 
many instances there was considerable reluctance by many Govern- 
ment officials and Members of Congress to accept such a rigid formula. 
The Selective Service Act of 1948 (Public Law 759, 80th Cong.) 
provided that: 

* * * a business enterprise shall be determined “small business” if (1) its 
position in the trade or industry of which it is a part is not dominant, (2) the 
number of its employees does not exceed 500, and (3) it is independently owned and 
operated. 

The Department of Defense, for a short period after passage of the 
above act, utilized the 500 rule but made no attempt to determine the 
dominance or the independence of a particular Government contractor 
or supplier. Consequently, many concerns employing thousands of 
persons were erroneously included in statistical compilations. These 
errors came about because a branch office, or a branch plant, or sub- 
sidiary, or affiliate having fewer than 500 employees, would be classi- 
fied as small business. Studies by this committee revealed the dis- 
crepancies, whereupon the Department of Defense adopted a rule 
which declared that a concern is “small business” if it “with its 
affiliates employs fewer than 500 persons.’”?” The Armed Services Pro- 
curement Act of 1947 (Public Law 413, 80th Cong.) and the Federal 
Property and Administrative Services Act of 1949 (Public Law 152, 
8ist Cong.) did not include a specific definition of small business. 
These acts did reaffirm, however, that: 

It is the declared policy of the Congress that a fair proportion of the total 
purchases and contracts for supplies and services for the Government shall be 
placed with small business concerns. 

The Small Business Act of 1953 (Public Law 163, 83d Cong.), 
section 212 (c), empowers the Administration— 
to determine within any industry the concerns, firms, persons, corporations, 
partnerships, cooperatives, or other business enterprises which are to be desig- 


nated — business concerns” for the purpose of effectuating the provisions of 
this title. 


Using the criteria established in section 203 which is as follows: 


For the purposes of this title, a small business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. In addition to the foregoing criteria, the Administration, in 
making a detailed definition, may use these criteria, among others: Number of 
employees and dollar volume of business. 

The subcommittee recognizes the difficulties attendant on the prob- 
lem which the Congress has placed in the hands of the Small Business 
Administration for practical solution. The principal concern of the 
subcommittee at this time is that the Administration has not acted 
as expeditiously on a revised definition applicable to Government 
procurement as is desirable. This is particularly true when viewed 
in the light of the continuing enormous expenditures by the Depart- 
ment of Defense for our National Defense. 

In any definition applicable to Government procurement, the sub- 
committee is fully aware of the importance of the word “affiliate.” In 
the subcommittee’s opinion “affiliate” should also imply any type of 
control by a person or @ concern who approaches the Government 
under the cloak of ‘‘small business.” Control need not necessarily be 
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or mean financial control, but any form of affiliation through which 
control is actually exercised. 

As indicated, the Department of Defense still maintains the 500 
rule in the award of contracts to small business and to a degree the 
independence test through the use of the phrase “with its affiliates.” 

The Administrator of the Small Business Administration testified: 

We have, as you know, retained the same definition that has been used by the 
Department of Defense; that is, 500 employees or less being the definition for 


procurement. We have never been satisfied with that definition and are not at 
present. 


Witnesses for the Department of Defense stated that: 


The definition of small business that is used by the Defense Department is 
contained in the Defense Department Directive 4100.10, section III A, dated 
December 16, 1954. The directive states that: 

‘A small-business concern is one which, including its affiliates, employs in the 
aggregate fewer than 500 persons. This definition shall be in effect for all procure- 
ment matters and those directly related to procurement, subject to modifications 
by the Small Business Administration.” 

In addition Defense officials testified that: 


* * * We would change our definition if we were directed to do so by the Small 
Business Administration. It is intended to recognize the fundamental authority 
of the Small Business Administration in the field of setting the definition. 


Witnesses for the General Services Administration testified: 

We will be perfectly frank, we are not satisfied with it, but we do use in the 
first instance the definition of 500 or more emplovees, then if a question arises 
within that, we go to the other criteria of dominance in the field of operation * * * 
we do use the cutoff of 500. If a question arises, then we do make an individual 
determination on the other criteria. 

Witnesses for the Atomic Energy Commission stated in effect that 
they had solved the doubtful cases involving the definition of small 
business by requesting the Small Business Administration to make 
the determination. 

There is no doubt of the authority of the Small Business Adminis- 
tration with respect to defining small business. Therefore, this 
subcommittee recommends that whenever any Government official 
or any Government department or agency is in doubt as to whether 
a particular firm is or is not small business or whenever it is questioned 
whether a firm is small business, the Government agency should be 
required to request a determination by the Small Business Adminis- 
tration. The Administration, thereupon, should make the determina- 
tion and certify its conclusions to the applicant official, department, 
or agency which would be binding until or unless subsequent investi- 
gation discloses a change in status or in fact. 

The subcommittee recommends, therefore, that the Small Business 
Act be amended by the insertion of an additional proviso in section 212 
of Public Law 163, 83d Congress, “the Small Business Act of 1953,” 
which shall read: 

To certify to any department or agency of the Government or any officer thereof, 
as to whether the firm is or is not a small-business concern under the authority 
granted in section 212 (c) in accordance with the criteria established by section 
203 of the act. 

In order to remove all remaining doubt as to the jurisdiction and 
responsibility of the Small Business Administration with regard to the 
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definition of “small-business concerns”, the subcommittee recommends 
the adoption of an amendment as follows: 

The last sentence of section 18 (a) of the Selective Service Act (Public Law 759, 
80th Cong.) which reads: 

“For the purposes of this section, a business enterprise shall be determined to 
be ‘small business’ if (1) its position in the trade or industry of which it is a part 
is not dominant, (2) the number of its om ce Nery does not exceed 500, and (3) 
it is independently owned and operated, is hereby repealed.” 


DELEGATION OF AUTHORITY 


Nationwide hearings conducted by the committee during the 83d 
Congress also demonstrated the need for decentralizing loan processing 
and the delegation of lending authority to the regional offices. It 
was the determination of the committee that unless there was de- 
centralization which would avail small business an opportunity to 
receive financial assistance from offices located in close proximity to 
their own sphere of activity the program would fail. 

The committee, therefore, recommended to the Small Business 
Administration that it decentralize as much as possible its lending 
authority to the regional offices and the Administrator agreed that its 
financial assistance program would be so changed. The subcom- 
mittee now finds that the delegation of authority to the regional 
directors is not as broad as had been anticipated. 

A new policy was established by which the regional directors were 
granted authority by the Administration to approve loans up to 
$50,000 in which local banks were participating at least to the extent 
of 25 percent of the amount of the loan. The delegation of authority 
further provided that such participation by the bank shall represent 
not less than 50 percent of new money, 

That delegation of authority was not in accord with our committee’s 
suggestions. Even in this limited field we find that, in at least one 
instance, the Washington office inexcusably and without warrant over- 
ruled the regional office after it had approved a loan pursuant to its 
delegated authority. 

It is the recommendation of the subcommittee that the delegation of 
authority of loans up to $50,000 as now in effect, remain. However, 
the subcommittee recommends that the Administrator consider 
delegating authority to the regional directors to make all types of 
loans without limitation where the amount does not exceed $25,000 
and report back to this committee within 60 days his proposals with 
reference thereto. 

PROCUREMENT ACTIVITIES 


The second main program and responsibility assigned to the Small 
Business Administration is in the field of procurement. The Small 
Business Act has delegated effective powers to the agency to accom- 
plish this purpose. ‘The evidence at the hearings established that the 
Small Business Administration although assisting small business in the 
field of procurement is not fulfilling its purpose or mission. For 
several years we have had statutes which declare our public policy to be 
that small business shall have an equitable share of Government 
procurement contracts and that small firms shall be given equitable 
a to buy whatever surplus property the Government desires to 
sell. 
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An examination of the testimony before the committee established 
that small business is not receiving a known fair share or a known 
proportionate share of Government procurement. The Small Business 
Administration should put forth a greater effort and assign more 
personnel in its attempt to aid small business in obtaining more prime 
contracts and in receiving a greater proportion of subcontracts. 

Section 212 (b) of the act states the following: 

* * * to take action to encourage letting of subcontracts by prime contractors to 
small business * * * 

Unless small business receives a fair share of this business the intent of 
Congress will not be fulfilled. Small business is not being permitted 
to compete with big business in special items, thereby defeating the 
intent of Congress. 

It is, therefore, recommended by the subcommittee that the Small 
Business Administration be urged to increase its efforts and personnel 
in this field. The joint determination program of the Small Business 
Administration, though operating much more efficiently than hereto- 
fore, is still not fulfilling the needs of small business. As a further 
solution to this problem, the Small Business Administration should 
work more closely with the procurement agencies in an effort to 
allocate a greater proportion of prime contracts under the joint 
determination program. It is further recommended that every effort 
se exerted to see that a greater percentage of subcontracts go to small 

usiness. 

In order that the Small Business Administration carry out the 
policies of the act, it is further recommended by the subcommittee 
that section 211 of the act be made a subdivision of section 212 and 
that it should read as follows: 


It shall be the duty of the Administration to consult and cooperate with govern- 
mental departments and agencies in the issuance of all orders or in the formulation 
of policy or policies in any way affecting small business concerns. All such govern- 
mental departments or agencies are required, before issuing such orders or an- 
nouncing such policy or policies, to consult and cooperate with the Administration 
in order that the interest of small-business enterprises may be recognized, pro- 
tected, and preserved. 

The effect of the foregoing amendment is to place in the hands of 
the Administrator the power which will assure full cooperation by all 
departments and agencies of the Government. Under section 212 
the Administrator has this power in many of the Government’s coop- 
erative efforts to aid small business. The President will retain the 
general direction and supervision of the Small Business Administration 
and the Small Business Administrator would be relieved of the 
necessity of securing Presidential clearance every time he needs to 
consult and cooperate with other departments and agencies in the 
issuance of orders or the formulation of policy which affects small 
business. The amendment would also assist the Administration in 
assuring that a fair proportion of the total purchases and contracts 
for supplies and services would be placed with small-business enter- 
prises. As a matter of efficient administration details relating to 
cooperation by the Small Business Administration should be within 
the discretion of the Administrator. 

The subcommittee still finds that the Air Force continues to give 
maximum cooperation to the small-business effort. We urge the 
other services of the Department of Defense to emulate that example. 
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REGIONAL OFFICES 


A comprehensive study and analysis of the records of the Smal} 
Business Administration has indicated to the subcommittee that the 
following three areas, the Territories of Alaska, Hawaii, and the 
Commonwealth of Puerto Rico are not being served by the Small 
Business Administration. There has been submitted to the com- 
mittee evidence in connection with Alaska and Hawaii which estab- 
lishes that there is a great deficiency of venture capital in those 
Territories. The Alaska and Hawaii banks although growing steadily 
in respect to assets, are understandably unable to meet capital needs 
for the establishment of new businesses and new industries or to aid 
existing ones. 

The Delegate from Alaska, the Honorable E. L. Bartlett, stated 
in a communication to the committee that— 


The Small Business Administration has not participated very actively in the 
Alaska scene. 

He further stated: 

There is a very real need for its more active assistance to Alaska business and 
industry. It is my conviction that it will virtually be impossible to fill this need 
until and unless an office is established within the Territory. That would bring 
about an impetus and an interest now lacking. Alaska’s natural resources are 
there to be developed. Labor can be had. All that is lacking is capital and e en 
if it is to be in small measure the Small Business Administration could with the 
functioning of a local office play an important part in the making of loans available 
for sound purposes. 

In connection with the Commonwealth of Puerto Rico, the Honor- 
able Teodoro Moscoso, Administrator of the Economie Development 
Administration of the Commonwealth of Puerto Rico, in a statement 
to the committee, said: 

In addition to bringing investment opportunities to the attention of mainland 
capital, we have also tried to assist local businessmen in improving their technical 
proficiency and their sales potential. 


He stated further: 


At various times, however, our staff has looked longingly at the efforts of the 
Small Business Administration to help small-business men throughout the rest 
of the country. The natural question that arises is, Why can’t the small-business 
men of Puerto Rico receive the same assistance which the Congress provided? 
The answer seems to lie in the distance barrier between our small-business men 
and the offices of the Small Business Administration. 

Investigation by this committee clearly establishes that the Small 
Business Administration’s regional office in Atlanta, Ga., and the 
branch office of the region in Miami, Fla., cannot and do not serve 
the needs of the small-business men in Puerto Rico. This is evident 
by the failure to give any financial assistance to any firm in Puerto Rico 
and by the lack of inquiries at the Small Business Administration’s 
office at Miami. This is not only caused by the distance barrier but 
also by the language difficulties. 

Mr. Moscoso stated further in his statement to the committee: 


A regional office of the Small Business Administration located in Puerto Rico 
is necessary if SBA is to provide effective assistance to our small-business men. 
Such an office could make it possible for local financial institutions to participate 
in meeting the special credit needs of small-business men, and an SBA office could 
also become the means by which our small-business men learn about current 
Government procurement opportunities in time to submit their bids, are helped 
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to get on bidders’ invitation lists, find avenues for subcontracting opportunities, 
and benefit from the technical and management advice which would supplement 
that now provided by the Economic Development Administration to local 


entrepreneurs. 

The investigation by the staff of this committee established that 
although the Commonwealth of Puerto Rico had requested that the 
Small Business Administration open a regional office in Puerto Rico 
they were advised by the Administration that for budgetary reasons 
it did not appear advisable to do this. In this connection Mr. 
Moscoso says: 


The Commonwealth government will be glad to help offset some of the cost of 
a regional SBA office in Puerto Rico by providing the physical office space and 
secretarial assistance, if SBA will provide the necessary professional manpower 
for such a regional office. 

All but one of the Representatives to this Congress from the State 
of Florida urged the Small Business Administration to open a branch 
office in Orlando or Jacksonville in order to best serve the needs of 
that State which is served by the regional office set up in Atlanta, Ga. 
In the 83d Congress this committee endorsed that proposal. After 
the branch office was opened in Miami, Fla., we were told that it was 
so located in order to be able to serve Puerto Rico more than 900 
miles away. Not a single piece of business from Puerto Rico has 
cleared through that branch office. It should be moved to Orlando or 
Jacksonville. 

Based upon the information received by the committee establishing 
the great need for aid and assistance, both in the financial and the 
procurement field in the Territories of Alaska, Hawaii, and the Com- 
monwealth of Puerto Rico, it is the recommendation of the subcom- 


mittee that the Small Business Administration be directed by Congress, 
by an amendment to the act, to maintain regional offices in these areas 
in order that small business survive and thrive. 

It is therefore recommended by the subcommittee that the act 
be amended in the following manner: 


The Administrator shall establish regional offices of the Administration in the 
Territories of Alaska, Hawaii, and in the Commonwealth of Puerto Rico. 


RECOMMENDATIONS 


The subcommittee recommends that— 

I. The termination date of the act to be amended to read June 30, 
1957. 

Il. The Small Business Administration be made a truly independent 
and unaffiiliated agency as expressed in section 204 (a) of the act, and 
to accomplish that, section 204 (d) of the act should be repealed, thus 
eliminating the Loan Policy Board. 

Il]. Section 212 of the act be amended by inserting an additional 
subsection to require the Small Business Administration to issue 
appropriate certificates with respect to whether a firm is or is not @ 
small business. Such a certificate shall be issued by the Adminis- 
trator under the authority granted in section 212 (c) of the act in 
accordance with the criteria as expressed in section 203 of the act. 
That the definition of :mall business shall be the definition for all 
purposes and be the standard for all Government agencies. 

IV. The Small Business Administration be requested to institute 
a study of the uniform interest rate charged by the Administration 
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and to report to the Cungmen the feasibility of establishing the 
practice of setting the rate of interest in conformity with local custom. 

V. The act be amended directing the Administrator to establish 
regional offices in the Territories of Alaska, Hawaii, and in the Com- 
monwealth of Puerto Rico. 

VI. Section 211 of the act be repealed and a new proviso substituted 
requiring the Administration to consult and cooperate with other 
agencies. 

VII. The Small Business Administration be directed to delegate 
authority of loans to regional directors in all types of loans without 
limitation where the amount does not exceed $25,000. 

VIII. The definition of “small business” be so worded that the 
big business which dominates an operation in another or allied field 
under any cloak whatsoever shall not be considered small business. 








ADDITIONAL VIEWS OF HON, JOE L. EVINS ON SBA LOAN 
POLICY AND PROCUREMENT ACTIVITIES 


I agree with much of what my colleagues have said in their 
report, and any dissent which I may have is based on the view that 
certain matters have not been touched upon and certain things have 
not been said which, I strongly feel, should be said. 

My colleagues place too much hope in their proposals for making 
SBA an “independent” agency ‘responsible only to the President and 
to Congress.”” SBA is not an independent agency. Such independent 
Federal agencies as exist are conceived by law to be independent of 
the President, the Congress, and the judiciary, except of course the 
laws under which they operate are subject to review by Congress, as 
their actions are subject to review by the courts. SBA was not so 
conceived. It is responsible to the President, and its policies are made 
by the President—or by those to whom the President delegates his 
authority. Changing the law to remove the Secretaries of Commerce 
and the Treasury from SBA’s Loan Policy Board will not transform 
SBA into an effective agency for making business credit available to 
small firms; nor will changing the law to direct other executive agencies 
and departments to “cooperate and consult” with SBA obtain for 
small business a fair share of Government purchases and contracts. 
These things will be achieved only when the policymakers of the 
executive branch of the Government determine that these things shall 
be achieved. 

I agree, however, with my colleagues’ recommendations for remov- 
ing the Secretaries of Commerce and the Treasury from the SBA Loan 
Policy Board. 

As for the Secretary of Commerce, Congress considered the question 
of making SBA a part of the Department of Commerce at the time its 
basic law was passed. And Congress considered this question earlier 
when the Small Defense Plants Administration, SBA’s predecessor 
agency, was created. On both occasions Congress rejected this idea, 
and for reasons which are perhaps sounder today than they were on 
those occasions. It was decided to make the small-business agency 
separate from the Department of Commerce for the reason that it 
was widely believed that the Department of Commerce is essentially 
a big business agency, formulating policies for the benefit of big busi- 
ness. The commercial interests of big business are not always in 
harmony with the commercial interests of small business. If it is 
sound policy to have a separate agency for small business, then I 
question the propriety of having the Secretary of Commerce making 
policy for the small-business agency. The Secretary of Commerce 
sae f be removed from SBA’s Loan Policy Board. 

If the amount of SBA’s lending were large enough to have any 
appreciable effect upon the Nation’s money supply, or upon the na- 
tional debt, then there might be an argument for having the Secretary 
of the Treasury on the SBA’s Loan Policy Board. At least I would 
agree that money and debt management should be coordinated. But 
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the amount of SBA’s prospective lending is too small to be a significant 
factor insuch coordination. The Secretary of the Treasury should also 
be removed from SBA’s Loan Policy Board. 

As I have indicated, these recommended changes will not make 
SBA an independent agency; but they should at least give SBA a 
more independent voice, and they should tend to fix responsibility 
upon the SBA Administrator. It is my opinion that responsibility 
for SBA’s conduct is too widely diffused. 


FAILURE OF SBA LENDING PROGRAM 


Present SBA officials have not advocated sufficient appropriations 
to promote a genuine small-business loan program. I would like to 
point out, at the same time, that appropriations have not been the 
limiting factor in SBA’s lending. SBA has loaned or authorized to 
be loaned far less than the amount of funds which Congress has made 
available. Further, SBA has actually disbursed much less than it 
has authorized to be loaned. 

On the basis of SBA’s records submitted to this committee, it is 
estimated that SBA has received inquiries concerning loans at the 
rate of about 11,000 per month. In 21 months of SBA operations, 
only 5,085 of these inquiries successfully passed SBA’s screening 
operations and eventuated in formal applications. SBA has author- 
ized a net of 1,141 of these loan applications. Of some 395 direct 
loans authorized—committing $17.5 million of SBA funds—disburse- 
ments had been made on only 276—a total disbursal of only $11.9 
million. SBA’s total disbursements on all business loans in 21 months 
was $19.1 million, of which $2.5 million of principal had been repaid. 

Counting both direct loans and bank participation loans, I do not 
believe it can be said what total funds have been made available to 
small business as a result of SBA’s activities. If we may assume, as 
does SBA, that all of the loans which have been agreed to by the 
banks have actually been disbursed, then no more than a total of 
$40.5 million has been disbursed. 

Compared to the rate at which total business debt increases from 
year to year, and to the financing requirements of small firms, SBA’s 
lending has been less than significant. Compared with growth of in- 
dustry, 1953 and 1954, SBA’s loans over the past 2 years, amounts to 
about $1 out of every $1,700 of business investment in new plant and 
equipment, and also amounted to less than one-half of 1 percent of the 
expansion in business debt during these years. 

To be taken into consideration along with the 1,141 loans authorized 
by SBA, there are at least 4 million firms in the country which are 
within the category of small business. By the definitions of “small 
business” under which SBA has operated its loan program there are 
at least 3% million business firms, accounting for somewhere between 
one-third and one-half of ali the nonagricultural business done in the 
Nation. 

The type of capital which small firms find most difficult to acquire 
is long-term capital for continuing business operations and for ex- 
panding fixed assets—not short-term capital for meeting seasonal or 
temporary emergencies. The fact that existing financial institutions 
have been unable to provide an adequate flow of such capital to small 
business is undisputed. This matter has been a serious point of discuss 
sion and congressional attention for a decade. (In this connection I 
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commend for reading the final report of the Small Business Committee 
in the 83d Cong.) 

The failure, therefore, of the SBA to provide a significant agency for 
increasing the flow of long-term capital to small business raises grave 
questions concerning the future of the competitive enterprise system. 

The Administrator of SBA has said that he believes that the best 
help SBA can give small firms is to assist them in developing a private 
line of credit with the local banks. I agree that one of the most press- 
ing needs of our time is to find the solution for strengthening local 
financial institutions in such ways as to create effective channels of 
capital funds for both small business and other needs. Until such 
time as a means is found for adequate private financing services for 
smaller business firms, concern for the foundations of our national 
economy would, it seems to me, dictate that use be made of the type 
of Government lending which has been demonstrated to be successful 
and which is established for proper use. 

In view of the fact that the present administration has announced 
business expansion as & primary aim of its economic policy, it appears 
to me mysterious that this expansion should be fostered under cir- 
cumstances which overwhelmingly favor the giant corporations at the 
expense of the welfare of small business. 

My colleagues propose to increase SBA’s loan authorization to $250 
million. Such authorization would continue to keep the agency’s 
activities below the need. I believe a minimum $500 million a year of 
new credit is needed to make any significant effect upon small business. 

My colleagues propose to increase the ceiling on a single loan from 
$150,000 to $250,000. Such amount is insufficient. The compelling 
need in our economy today is for assistance in creating new capacity 
and new competitors in such raw materials industries, as aluminum 
and cement, where chronic shortages occur. A firm in such industries 
may require several million dollars of capital. 

My colleagues propose to have SBA study the matter of interest 
rates. I hold that the sitwation has been studied sufficiently and 
that the law should be amended to place a ceiling of 5 percent on 
small-business loans, and on disaster loans a rate of interest not to 
exceed 3 percent. 

The maximum term of a loan permitted under Public Law 163 is 
10 years, which may be called an intermediate term. In practice, 
SBA makes small short-term loans, as well as larger equipment loans, 
a few running for the full permissible term of 10 years, although the 
average term of SBA loans, weighed by the amount of loan involved, 
runs approximately 6 years. In view of the fact that large firms 
characteristically issue bonds and notes running for 25 years, 50 
years, and not infrequently 75 vears, it would seem that an adequate 
ending authority for small business would provide for terms up to 
20 vears. 

In this connection, it should be noted that SBA has charged its 
loan fund with $4.1 million for administrative expenses in connection 
with its loan activities over the fiscal vears 1954 and 1955. I assume 
that these hich costs are attributable, not to the small volume of loans 
authorized, but to the large volume of small-business people seeking 
loans who have been turn: d away. 

It is evident that the misconception that SBA is operating a loan 
program for small business is causing small-business men much mnnec- 
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essary expense. For this reason I am inclined to believe that this 
pretense of a real loan program should be stopped and SBA’s loan 
function abolished. But if my colleagues’ recommendations for im- 
— and strengthening SBA’s lending authority are adopted—or, 
etter still, if the further strengthenings which I have suggested are 
adopted—I would favor the continuation of SBA for another 2 years, 
If by that time there is still no evidence of a decision to provide a 
significant lending program for small business, the program should be 
abolished and genuine small-business loan program substituted. 


FAILURE OF SBA PROCUREMENT ACTIVITIES 


With reference to SBA’s statutory obligation to assist small business 
in obtaining a fair share of Government purchase and production 
— again, I feel more needs to be said than my colleagues have 
said. 

Congress has declared in several laws that it is the “policy of 
Congress” that small business shall be given a “fair proportion” of 
Government purchases (title II, sec. 203, Public Law 163, 83d Cong., 
Ist sess. ; sec. 302 (b) of Public Law 152, 81st Cong., sac. 2 (b) of Public 
Law 413, 80th Cong.). 

There has long been recognition of the fact that the military services 
tend to distribute contracts by methods in which competition plays 
little or no part. Congress has also long recognized that these methods, 
and the other circumstances under which contracts are placed, result in 
considerable overconcentration of business in a few big firms, and the 
failure to bring in smaller firms. 

As one means of accomplishing the declared “policy of Congress,” 
section 214 of Public Law 163 provides that small business be given 
any award or contract which SBA and the procurement agency in 
question jointly determine “to be in the interest of mobilizing the 
Nation’s full productive capacity” or “to be in the interest of war or 
national-defense programs.” 

Under similar authority in the Defense Production Act of 1950, the 
Small Defense Plants Administration, SBA’s predecessor agency, 
assigned representatives to several military procurement offices to 
“‘screen”’ proposed contracts and recommend which should be reserved 
for small business. SBA has continued this “joint determination” 
program—excluding big business from certain contracts “reserved for 
competition’ among firms with less than 500 employees. 

From August 1953 through March 1955, the contracts earmarked 
by the joint determination program amounted to 1 percent of the 
total value of the military contracts awarded in that period, and such 
earmarked contracts actually awarded to firms with less than 500 
employees amounted to less than three-fourths of 1 percent of the 
value of all contracts awarded. In the same period the contracts 
awarded to firms with less than 500 employees, whether or not ear- 
marked, amounted to 15 percent of all the contracts awarded. In 
other words, the earmarked awards amounted to less than 6 percent 
of the amount that firms with less than 500 employees received. 
It is well to point out in emphasizing the importance of these figures, 
that manufacturing firms having less than 500 employees account for 
some 42 percent of all manufacturing in the United States. In other 
words, by the definition and reporting methods in use in the Depart 
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ment of Defense, 42 percent of the value of the contracts would be a 
fair proportion for small business—but, as indicated, small business 
has received only 15 percent in the period from August 1953 through 
March 1955. Certainly, this does not suggest that the joint deter- 
mination program can show any substantial accomplishment. 

Despite the fact that Congress has repeatedly passed laws declaring 
its “policy” that small firms shall obtain a fair proportion of Govern- 
ment business and that small firms shall receive equitable treatment 
in the administration of other ate gpr affecting competitive relation- 
ships, in administration of the laws, this policy has not been sufficiently 
implemented. It was hoped that SBA would be able to bring about 
the needed implementation. In Public Law 163 it was given certain 
authorities and certain directives for this purpose. These have been 
largely ignored. 

ublic Law 163 empowers and directs SBA “to determine within 
any industry the concerns * * * which are to be designated ‘small- 
business concerns”’ for the purpose of effectuating the mandate that 
small-business concerns receive a ‘fair proportion’ of Government 
contracts. Although nearly 2 years have passed, SBA has not ful- 
filled this mandate. 

Public Law 163 also empowers and directs SBA to obtain from 
Government procurement agencies whatever reports are necessary to 
assure that the “fair proportion” mandate is being carried out. SBA 
has failed in this direction. 

Public Law 163 empowers and directs SBA to “consult and coop- 
erate” with Government offices having procurement powers—this in 
order to utilize the potential productive capacity of small business. 
SBA appears not to have obtained any substantial accomplishment 
in this regard insofar as the Department of Defense is concerned. 

If the Department of Defense’s lack of equitable spending between 

the big and small business firms involved only a question of the failure 
of small business to obtain a fair share of contracts, the matter would 
ior involve only a narrow question of private interests. This, 
1owever, is not the question. The matter involves a question of 
broad public interest. The question is whether the huge contracting 
by the military services will exert an adverse influence on our free 
enterprise system—and, to an extent, encourage monopoly. The 
military services currently are awarding between $15 and $20 billion 
a year in contracts with private firms, and indications are that spend- 
ing of perhaps this magnitude may continue in the years ahead. 
Prevailing international tensions, at best, cannot be eased short of a 
generation of demonstrated good will. The road ahead, however 
smooth, will demand continued vigilance and preparedness. Untold 
damage to small business and to our basic economic structure there- 
fore can result in these years ahead if the place of small business in 
the military procurement picture is lightly regarded. 

The seriousness of the uncertainties facing small business in rela- 
tion to the Military Establishment is apparent not only in procure- 
ment, but in the field of research, a field where our concern can be 
strongly directed. The military services have handed out billions of 
dollars for research and development and are currently awarding 
between $1 billion and $1.5 billion a year in research and development 
contracts. Private firms are using these funds for developing new 
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products and production processes, and the usual condition of the 
contract is that the private firm so engaged may receive patents on 
the products and processes invented. Such firms obviously may thus 
forge ahead in the technological race, and the distribution of these 
funds has, therefore, a vital effect upon competitive relationships. 
Most of the research and development contracts have gone and are 
going to the big firms of the Nation. 

There is no need to review here the pattern of action and the attitude 
of the military toward this problem of small business. These are well 
known. But it is well to reassert an essential point, which is that in 
addition to the seeming natural affinity between the military and big 
business, there appears to be an attitude within the Military Estab- 
lishment of nonconcern for the importance of small business in our 
national economy. This attitude is wholly indefensible and dangerous. 

In addition, the size and complexity of the military services ad- 
mittedly serves to create inherent barriers to doing business with 
smaller firms, and vice versa. The Assistant Secretary of Defense 
(for Supply and Logistics) has recently said: 

Of course, basically, it is a difficult thing for the small-business man to know 
how to do business with the Department of Defense (hearings before the Subcom- 
mittee on Appropriations, House of Representatives, 84th Cong., Ist sess., Feb. 
21, 1955, p. 474). 

The implications of this bring us face to face with the fact that the 
military can do business with small firms only through agents or 
experts. The only reasonable basis on which the average small firm 
could engage the services of an agent or expert in the fields of military 
procurement would be ona fee basis, and this method is illegal in the 
case of contracts awarded on a negotiated basis (Public Law 413, 
80th Cong., sec. 4a, Armed Services Procurement Act). More than 
85 percent of the value of all contracts are awarded on a negotiated 
basis. (Department of Defense: Military Prime Contracts With 
Small Business, January-March 1955, p. 3.) 

It has been hoped that SBA would provide the needed spur toward 
greater participation in Government contracts for small business. It 
has been hoped that SBA would “consult and cooperate” with the 
Department of Defense and make recommendations for improvement 
of its procurement procedures and regulations. Consultation and 
cooperation has not taken place—except most recently—and with 
doubtful practical results. The fact is that a new liaison between 
SBA and the Department of Defense was instituted about the first 
of this year. Prior to this time, top level coordination between SBA 
and the Department of Defense was missing, if, indeed, officials of 
the Department of Defense and SBA were in any degree of contact. 

Since December 1954, the Department of Defense has issued three 
new directives affecting small business.. One of these, issued Decem- 
ber 16, 1954, was Secretary Wilson’s Directive No. 4100.10 which 
sets forth a “revised Department of Defense small business policy.” 
A second directive, No. 4100.20, issued by Assistant Secretary of 
Defense Pike, sets out a Department of Defense “small business sub- 
contracting policy.” A third was Secretary Wilson’s widely pub- 
licized directive of December 7, 1954, announcing that he was return- 
ing the Department’s procurement policy to that of maintaining 4 
“broad production base.” As yet, no practical results of these new 
policies are visible, nor does it seem likely that any practical results 
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will become visible. These directives contain high-sounding state- 
ments of policy, not firm instructions; and the Department of Defense 
studiously avoids requiring its procurement officers to make any 
systematic reports which would reveal the extent, if any, to which 
these policies are being carried out. 

When Department of Defense officials appeared before this com- 
mittee, one was asked whether he thought that on the basis of the 
Department’s reports to Congress anyone could determine whether 


or not small business is receiving a fair proportion of the military 
contracts. He said: 


* * * when we taik about “fair proportion” we do not know what goal we are 
striving toward. We do not know what to measure it by.! 


Another of these officials was asked: 


Do you have any other method for keeping score on this question other than 
the automatic answer that whatever small business wins is a fair proportion? 
Do you have any other criteria whereby you could appraise your past performance 
on that fair proportion directive? 

The answer was: 


We are working with the SBA toward the development of a procedure which 
will give us information on that area, but the reporting system which we have 
used in the past does not give us any statistics. The only information that we 
have with.respect to the past would be cases that would be brought to our atten- 
tion, in which it would appear that we had been unsuccessful in giving the fair 


competitive opportunity in a specific case? 

Similarly, in his appearance before the House Committee on Appro- 
priations, Assistant Secretary Pike was asked if he had had any 
oceasion to feel that a “followup” on some of his policy directives 
might be necessary. His reply was: 


It is our plan this vear to get out into the field, which is the only way that I 
or any of my directors or the members of my staff can know whether in fact some 
of our new policies are actually being carried out and followed out (hearings 
before the Subcommittee of the House Appropriations Committee on the Depart- 
ment of Defense Appropriations for 1956, 84th Cong., Ist sess., p. 466). 

The Department’s reports, both for its own information and for the 
enlightenment of Members of Congress, make an attempt to conceal 
the disorderly manner in which the military services are carrying out 
their obligation under the fair proportion mandate. Even a casual 
acquaintance with the Department’s operations leaves the inescapable 
impression that the Department expends yearly millions of dollars on 
statistical reports generally. Yet it is still uninformed on the subject 
of how it distributes its procurement contracts among different classes 
of business firms. Such failure to inform itself can only indicate an 
appalling lack of genuine interest in the subject. 

My criticisms of the Department of Defense and SBA in these 
procurement matters is that redtape continues and genuine results are 
not noticeable. Past failures of SBA to make strong recommenda- 
tions to the Department of Defense, and to report these recommen- 
dations to the Congress, unquestionably have to be chalked up as 
discreditable performances. 


' Statement of Mr. Leonard C. Etheredge, procurement specialist, hearings before Subcommittee No. 2, 
Select Committee on Small Business, House of Representatives, 84th Cong., Ist sess., March 2, 1955, p. 152. 

* Statement of Mr. John Hamlin, small business advisor to the Assistant Secretary of Defense for Supply 
and Logistics, in hearings before Subcommittee No. 2, Select Committee on Small Business, House of 
Representatives, 84th Cong., Ist sess., March 2, 1955, p. 151. 
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On the other hand, the realities of the matter leave the distinct 
impression that SBA may have felt its position too tenuous to permit 
of any boat rocking. The National Chamber of Commerce, among 
others, has urged its elimination. The American Bankers Association 
has come out against its lending activities. These are formidable 
opponents for any agency of the Government. 

The time has come to make needed changes in the laws governing 
Federal procurement practices. In this connection, repeal of sub- 
sections 2 (c) (1) and (2) of the Armed Services Procurement Act 
of 1947 (Public Law 413, 80th Cong.) is strongly indicated. These 
subsections of the law provide exemptions to the general requirement 
that Government contracts be awarded on the basis of advertised 
competitive bids, whenever the head of one of the military agencies 
determines that: (1) in the period of a national emergency, negotiated 
contracts are “necessary in the public interest”; or (2) “the public 
exigency will not admit of the delay incident to advertising.” These 
provisions were enacted into law during a time of national emergency 
when it was thought that the military services should have extraor- 
dinary freedom in placing contracts. Awarding contracts under these 
emergency provisions has, however, become the rule rather than the 
exception. 

Emergency conditions have too long been used as an excuse for 
denying an adequate share of Government contracts to small business. 
Emergency limitations affecting other segments of our economy have 
been lifted. Small business could and should now be given the green 
or amber light in Department of Defense procurement policies, 
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Mr. Priest, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany H. R. 4744] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 4744) to amend the Railroad Retirement 
Act of 1937, as amended, and the Railroad Unemployment Insurance 
Act, having considered the same, report favorably thereon with an 
amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 3, line 1, strike out “(4)” and insert “4”, 


PROVISIONS OF THE BILL 


1, Increase in maximum spouse’s annuity 


Section 1 of the reported bill would increase the maximum spouse’s 
annuity payable under the Railroad Retirement Act from the present 
$40 a month to the highest amount which could be paid to anyone as 
a wife’s insurance benefit under the provisions of the Social Security 
Act, as amended from time to time. In effect, this amendment would 
establish, in lieu of the present $40 monthly maximum, a new maxi- 
mum of $51.80 a month during 1955, and $54.30 beginning with Jan- 
uary 1956. Further increases in the maximum would automatically 
take place if and when the Social Security Act is amended in the 
future to provide for higher benefits. 

There are presently 106,000 spouses on the annuity rolls of the 
Railroad Retirement Board.! 

Approximately 82,000 wives, or 80 percent of the total spouses 
now on the annuity rolls, are receiving the maximum of $40 a month 


‘ Of this number only 25 are dependent husbands who have qualified for, and receive, a spouse’s benefit. 
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permissible under the present Railroad Retirement Act. Under the 
provisions of section 1 of this bill, these 82,000 wives would become 
eligible for an immediate increase in benefits, averaging approximately 
$10.50 per month during the remainder of 1955. ‘Beginning with 
January 1956, these wives will be eligible for an additional increase 
averaging between $1.50 and $2 a month. A distribution of the 
er of spouses by the several intervals of increases is shown in 
table I. 


TaBLe I.—Number of spouses eligible for annuity increases under the provisions of 
H. R. 4744, by amount of increase 














; Numbe p 
Amount of monthly increase po mag age of 

RAE LOOT RED. oniccnbarcdoncncnnpeendkenviieundgdastonanidctsdennigiieanakee 3, 500 4.3 
See 80 OE Wai cnc cic cic ntighte nndhontndnerindaniety tse eteieetinigelen a 3, 500 4.3 
Oe Oi iia ect cents sth cncawedp pascitankhbetadondantbebamiontkeataned: 4,30 5.2 
Te ON Ge icninsntinechiéemacennts adeaksesdedenidbibeobeinhibadinmmbammeen 4,30 5.2 
Ger OS Gh Anh bidiatde thteeenatnscccaseiscomsaiaubatencnbawalunhaaaataon 4, 200 5.1 
FER. ni. kp euanennshanb onsen anunnsccssnhnaignieimnitin eaethleatitind aan ae 62,20 75.9 
DOD irtcipiactitn ini Eada cnninaiehinntiaammtaeinsniiinamiian tai 82, 000 100.0 








Approximately 2,500 wives are now receiving a spouse’s annuity 
of less than $40 a month, or no annuity at all, because they are 
receiving old-age insurance benefits payable under the Social Security 
Act. These insurance benefits must be deducted from the spouse’s 
annuity under the provisions of section 2 (e) of the Railroad Retire- 
ment Act, thereby reducing the amount of such annuity. However, 
when the $40 maximum wife’s annuity is raised, under the provisions 
of this bill, to equal the maximum amount which could be payable 
as a wife’s insurance benefit under the Social Security Act, namely, 
$51.80 a month during 1955, and $54.30 beginning in 1956, nearly 
all these wives will become eligible for an increase in their spouse’s 
benefit payable under the Railroad Retirement Act. 

A number of aged widows’ annuities awarded in the future will 
also be affected by the provisions of this bill because of the guaranty 
in the Railroad Retirement Act that the widow’s annuity shall be no 
less than the wife’s annuity the same individual was receiving. With 
a higher maximum for the wife’s annuity, this guaranty would oper- 
ate in a large number of cases. The Board estimates that about 
1,500 new awards of widows’ annuities a year may be so affected. 

In a relatively small number of cases, where the benefit provisions 
are computed under the social-security minimum guaranty provisions 
of the Railroad Retirement Act (sec. 3 (e)), the increases in wives’ 
annuities provided by this bill will result in decreasing, by the same 
amounts, their retired husbands’ annuities. However, the combined 
total of the two annuities to the retired employee and his wife would 
in no case be decreased as a result of this amendment. 

Approximately 21,500 spouses, or 20 percent of the total now on 
the retirement rolls, will receive no increase in spouses’ benefits under 
the provisions of this bill. This category of spouses consists of those 
wives whose husbands are receiving less than $80 a month in annuity 
or pension. Consequently these wives are receiving less than $40 a 
month and the raising of the $40 monthly ceiling would not operate 
to increase their benefits, 
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The estimated cost of the additional benefits provided under sec- 
tion 1 of the reported bill has been stated by the Railroad Retirement 
Board to be 0.22 percent of payroll, or approximately $12 million a 
year, on a level cost basis. 


2. Repeal of dual benefit restriction on widow's annuity 


Section 2 of the bill proposes to strike out the second sentence of 
section 5 (g) (2) of the Railroad Retirement Act of 1937, as amended. 
The striking of this sentence would repeal the present restriction on 
the amount of a survivor annuity that is payable under this act to a 
widow, dependent widower, child, or parent of a deceased railroad 
employee. At present, such annuity is reduced by the amount of any 
social-security benefit to which the annuitant is, or on application 
would be, entitled under the Social Security Act. 

Section 2 of the bill would eliminate this reduction so that the 
annuitant would receive both the full survivor annuity under the 
Railroad Retirement Act, and the social-security benefit payable under 
the provisions of the Social Security Act. This amendment would 
affect in the main, widows who are, or on application would be, en- 
titled to a primary old-age insurance benefit under the Social Security 
Act. 

At present there are approximately 5,500 widows and about 300 
children and parents who receive reduced survivor benefits under the 
Railroad Retirement Act because of the restrictive provision of the 
second sentence of section 5 (g) (2) of the act. For these individuals, 
the average increase in the survivor annuity would be approximately 
$20 a month. The Railroad Retirement Board has advised your 
committee that the effect of the elimination of this restriction on dual 
benefits will be very much greater in the future because relatively 
more women are expected to qualify for a social security benefit in 
their own right. 

The estimated cost of the repeal of the dual benefit restriction on 
widows’, widowers’, parents’ and children’s annuities has been stated 
by the Railroad Retirement Board to be 0.25 percent of payroll, or 
approximately $14 million a year, on a level cost basis. 


8. Railroad Retirement Board personnel 


Sections 5 and 6 of the reported bill would amend section 10 (b) 4 
of the Railroad Retirement Act of 1937 and section 12 (1) of the Rail- 
road Unemployment Insurance Act, respectively, by providing that 
all of those positions to which individuals are appointed by the Rail- 
road Retirement Board under authority of either of the above- 
specified sections of such acts shall be in and under the classified 
[competitive] civil service and shall not be removed or excepted 
therefrom. 

4. Other provisions 

Section 3 of the reported bill proposes a technical and clarifying 
amendment to section 5 (1) (9) of the Railroad Retirement Act which 
would not affect any benefits payable under the Railroad Retirement 
Act, and consequently would involve no additional cost to the retire- 
ment system. The Railroad Retirement Board has stated that, with- 
out this section of the reported bill, it would interpret the present 
section 5 (1) (9) of the act exactly in the same manner as is specified 
in section 3 of the reported bill. 
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Section 4 of the reported bill merely reasserts the congressional 
policy, established with the enactment of the Railroad Retirement Act 
and the Railroad Unemployment Insurance Act, that benefits payable 
under these acts shall not be assignable, or be subject to any Federal 
or State tax, or to garnishment, attachment, or other legal process 
under any circumstances whatsoever. 


5. Cost of benefits provided for in reported bill 


The cost of the benefits provided for in the reported bill is, according 
to the Railroad Retirement Board, 0.22 percent of payroll, or $12 
million a year for the increases in the maximum spouses’ benefits, and 
0.25 percent of payroll, or $14 million a year for the repeal of the dual 
benefit restriction on the widows’ benefits. The total cost is,therefore, 
0.47 percent of payroll, or approximately $26 million a year, on a 
level cost basis. 

SPONSORS OF LEGISLATION 


Eleven Members of Congress have introduced bills identical to H. R. 
4744, which was introduced by the chairman of your committee, Mr. 
Priest. These bills are H. R. 4828, by Mr. Wolverton, of New Jersey; 
H. R. 4879, by Mr. Beamer, of Indiana; H. R. 4906, by Mr. Miller, of 
California; H. R. 4950, by Mr. Withrow, of Wisconsin; H. R. 5039, 
by Mr. Roosevelt, of California; H. R. 5104, by Mr. Springer, of 
Illinois; H. R. 5148, by Mrs. Buchanan, of Pennsylvania; H. R. 5149, 
by Mr. Dollinger, of New York; H. R. 5173, by Mr. Klein, of New 
York; H. R. 5182, by Mrs. Sullivan, of Missouri; and H. R. 5303, by 
Mr. Mack, of Illinois. 

These bills are being supported by all the standard railway labor 
organizations, including the 3 train and engine service brotherhoods 
and all the 19 organizations affiliated with the Railway Labor 
Executives’ Association. 

The three train and engine service brotherhoods are the Brotherhood 
of Locomotive Engineers, the Order of Railway Conductors and 
Brakemen, and the Brotherhood of Railroad Trainmen. 

The organizations affiliated with the Railway Labor Executives’ 
Association are the following: 


Switchmen’s Union of North America 

The Order of Railroad Telegraphers 

American Train Dispatchers’ Association | 

Railway Employees’ Department, American Federation of Labor 

International Association of Machinists 

International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, 
Forgers and Helpers 

Sheet Metal Workers’ International Association 

International Brotherhood of Electrical Workers 

Brotherhood Railway Carmen of America 

International Brotherhood of Firemen and Oilers 

Brotherhood of Railroad Signalmen of America 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express 
and Station Employees 

Brotherhood of Maintenance of Way Employees 

Internationa! Organization Masters, Mates & Pilots’ of America 

National Marine Engineers’ Beneficial Association 

Hotel and Restaurant Employees and Bartenders International Union 

Railroad Yardmasters of America 

Brotherhood of Sleeping Car Porters 

Brotherhood of Locomotive Firemen and Enginemen 
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The 22 organizations listed above represent virtually all the railroad 
workers in the United States. They are often referred to as the 
standard railway labor organizations, and represent approximately 
1,250,000 railroad employees. 

The Association of American Railroads, which represents the rail- 
road companies, did not appear before the committee and submitted 
no statement either for or against this legislation. 

In addition to the bills enumerated above there are four bills —— 
before the committee which provide solely for the repeal of the dua 
benefit restriction on the payment of widows’ annuities, namely, H. R. 
857, by Mr. Van Zandt, of Pennsylvania; H. R. 2591, by Mr. Gray, 
of Illinois; H. R. 3743, by Mr. Beamer, of Indiana; and H. R. 3796, 
by Mr. Poff, of Virginia. The provisions of these bills are covered by 
the language of section 2 of the reported bill. 

There are several other bills pending before the committee, such as 
H. R. 738, by Mr. Williams, of Mississippi; H. R. 757, by Mr. Cun- 
ningham, of Iowa; and other similar bills, containing, in part, pro- 
visions similar to one item in H. R. 4744; that is, the repeal of the dual-. 
benefit restrictions on widows’ annuities. 

Altogether approximately 50 bills to amend the Railroad Retirement 
Act have been referred to your committee during the present session 
of the Congress. 

NEED FOR LEGISLATION 


Your committee has received a large number of letters protesting 
the inadequacy of spouses’ benefits payable under the Railro 
Retirement Act as compared to spouses’ benefits payable under the 
Social Security Act. Also, a large number of protests have been 
received from widows who find their widows’ annuities payable under 
the Railroad Retirement Act reduced because they had found social 
security employment and qualified for an old-age benefit under that 
system. Last year, the Congress passed H. R. 7840, 83d Congress, 
which repealed a similar restriction on railroad survivor annuities 
when the survivor was entitled to railroad retirement benefits in his 
or her own right. Retention of such a restriction in the case where 
the eligible survivor is entitled to social security benefits can no 
longer be justified. These inequities will be corrected by enactment 
of the committee bill. 

Further evidence of the need for the legislation is indicated by the 
fact that 11 Members of the House of Representatives introduced 
bills identical to the committee bill, H. R. 4744. In addition, there 
are a number of bills which provide, in part, for the repeal of the dual 
benefit restriction on widows’ annuities. 

The need for these and other provisions of the reported bill is 
discussed below. 


1. Increase in maximum spouse’s annuity 


Prior to 1951, the Railroad Retirement Act made no provision for 
the payment of any benefit to the spouse of a retired railroad em- 
ployee. However, the Social Security Act, since 1940, did provide 
for the payment of a spouse’s annuity at age 65, consisting of one- 
half of the old-age insurance benefit payable to the retired employee 
under that act. 
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Owing to the rapid increase in the cost of living which had occurred 
since 1948, the date of the last previous increase in railroad retirement 
benefits, railroad employees and their spouses, along with other fixed- 
income groups, found it difficult to subsist on the amount of retire- 
ment annuities that were payable under the Railroad Retirement Act 
at that time. The impact was particularly severe for those retired 
employees who had aged, unemployed spouses. 

Accordingly, the Congress passed, in 1951, the Crosser amendments 
to the Railroad Retirement Act (H. R. 3669, 82d Cong., Public Law 
No. 234, 82d Cong.) which provided for general increases in retire- 
ment and survivor benefits. Among the benefits newly provided by 
that bill was a spouse’s benefit, patterned after the social-security 
formula; namely, the eligible spouse was entitled to receive one-ha 
of the retired employee’s annuity. Since the maximum old-age 
insurance benefit payable under the Social Security Act at that time 
was $80, the maximum spouse’s benefit payable under that act was 
$40. Accordingly, the Crosser amendments provided for a spouse’s 
benefit consisting of one-half of the retired railroad employee’s an- 
nuity up to a maximum of $40 per month. 

Since 1951, the Social Security Act has been amended twice, in 
1952 and 1954. Each amendment resulted in an increase, among 
other things, in the maximum spouse’s benefits. During the present 
year, a spouse’s benefit up to a maximum of $51.80 is possible under 
the Social Security Act, and in 1956 the maximum spouse’s benefit 
will be $54.30. 

Section 1 of the committee bill proposes to increase the maximum 
spouse’s annuity payable under the Railroad Retirement Act from 
the present $40 a month to the highest amount which could be paid 
to anyone as a wife’s insurance benefit under the provisions of the 
Social Security Act, as amended from time to time. Under the bill, 
therefore, the eligible spouse of a retired railroad employee will re- 
ceive up to a maximum of $51.80 a month during 1955, and up to a 
maximum of $54.30 in 1956. Consequently, section 1 of the bill 
reestablishes the principle adopted by the Congress in 1951, namely, 
that the maximum spouse’s annuity payable under the Railroad 
Retirement Act should be in an amount equal to the maximum 
amount which could be payable as a wife’s insurance benefit under 
section 202 (b) of the Social Security Act, as amended from time 
to time. 

As previously stated, some 82,000 wives now on the railroad retire- 
ment rolls would become eligible for an immediate increase in their 
spouse’s benefits, averaging approximately $10.50 per month during 

the remainder of 1955 and for a further increase averaging between 
$1.50 and $2 a month beginning with January 1956. 


2. Repeal of dual-benefit restriction on widow’s annuity 

Section 2 of the committee bill provides for the elimination of any 
reduction in a widow’s, widower’s, parent’s, or child’s survivor benefit 
paid under the Railroad Retirement Act by reason of the fact that 
such survivor is receiving, or on application would be entitled to 
receive, an insurance benefit payable under the Social Security Act. 
Under this provision of the bill, the survivor would receive the full 
amount of his survivor annuity under the Railroad Retirement Act 
without reduction by reason of his eligibility for a social-security 
benefit under the Social Security Act. 
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Last year the Congress passed Public Law 398, 83d Congress, which 
amended the Railroad Retirement Act so as to repeal the dual benefit 
restriction with respect to the payment of an annuity to the retired 
railroad employee proper. As a consequence, retired railroad em- 
ployees now receive the full amount of their annuities payable under 
the Railroad Retirement Act and their old-age social security benefits 
payable under the Social Security Act. This same principle was 
mecorporated in another amendment to the Railroad Retirement Act, 
namely, section 10 of Public Law 746, 83d Congress, which provided 
that a widow of a railroad employee shall receive both her widow’s 
annuity and her own railroad retirement annuity based on her em- 
ployment in the railroad industry without any reduction. 

Section 2 of the reported bill extends the policy, established by the 
Congress in the last session, to widows, widowers, parents, and 
children of deceased railroad employees. These individuals would 
be treated, with respect to their survivor benefits payable under the 
Railroad Retirement Act, in the same manner as the retired railroad 
employees themselves; that is, a railroad employee’s widow and other 
dependent survivors will receive their benefits under the Railroad 
Retirement Act without reduction by reason of eligibility for social 
security benefits. 


8. Exemptions from taxation, attachment, etc., of retirement and unem- 
ployment insurance benefits 

The amendments made by section 4 of the reported bill to section 12 
of the Railroad Retirement Act and section 2 (e) of the Railroad 
Unemployment Insurance Act would preclude the attachment of the 
benefits payable under these two acts for Federal taxes. The retro- 
active effective date of the amendments made by section 4 of the 
reported bill shows continuity of the congressional policy, from the 
time of the original enactment of these two sections to date, against 
making such benefits assignable or subject to any tax or to garnish- 
ment, attachment, or other legal process under any circumstance 
whatsoever, and against the anticipation of the payment of such 
benefits; 
4. Railroad Retirement Board Personnel 


Sections 5 and 6 of the reported bill would amend section 10 (b) 4 
of the Railroad Retirement Act of 1937 and section 12 (1) of the 
Railroad Unemployment Insurance Act, respectively, by providing 
that all of those positions to which individuals are appointed by the 
Railroad Retirement Board under authority of either of the above- 
specified sections of such acts shall be in and under the classified 
(competitive) civil service and shall not be removed or excepted 
therefrom. Noone could be appointed to such a position except under 
the competitive civil service and no such position could be excepted 
therefrom. Thus, no such position could be transferred to schedules 
A, B, or C by virtue of Executive Order 10440, dated March 31, 1953, 
or any similar order.” 

It is contemplated that persons not holding classified (competitive) 
positions in the Railroad Retirement Board on the date of enactment 
of this legislation shall not be separated from their positions by reason 
of the amendments made by sections 5 and 6 of the reported bill. It 


a 

* It shou!d be noted that the existing schedule C is contained in civil service rule VI which wa. amended by 
Execut ive Order No. 10577, dated November 22, 1°54 Executive Order No 10577 revoked Executive Order 
No. 10440 referred to in text. 
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is the intent of the committee that such individuals shall be afforded a 
reasonable opportunity to acquire a classified (competitive) civil- 
service status through suitable noncompetitive examinations. 

It should be noted that the following positions will not be affected 
by the enactment of the bill: Positions of members of the Actuarial 
Advisory Committee, who are appointed under the provisions of section 
15 (c) of the Railroad Retirement Act; positions of national reporting 
officers who are selected by the standard railway labor organizations to 
serve without remuneration, and who are paid only their expenses 
under sections 12 (h) of the Railroad Unemployment Insurance Act 
and 10 (b) 4 of the Railroad Retirement Act; and positions of special 
claims agents who are appointed under the provisions of section 12 (1) 
of the Railroad Unemployment Insurance Act. The provisions in the 
present law under which these persons serve are not amended by the 
reported bill. 

Your committee is cognizant of the fact that, following the enact- 
ment of the reported bill, civil-service examinations would be required 
for candidates to fill vacancies for attorneys for the Board. At the 
present time, attorneys’ positions are excepted from the competitive 
civil service and are included in schedule A. The committee is con- 
fident that suitable arrangements can, and will, be made by the 
United States Civil Service Commission and the Railroad Retirement 
Board for methods of examining and selecting candidates to fill 
attorney positions in the Board. The Congress may make specific 
appropriations to the Commission for this purpose. If necessary, the 
Board may pay for the expenses of conducting such examinations out 
of its administrative funds. 

In order to understand fully the urgent need for sections 5 and 6 of 
the committee bill, it is necessary to review briefly the events leading 
up to the inclusion of these provisions in H. R. 4744. 

On March 31, 1953, the President issued Executive Order 10440 
which authorized the United States Civil Service Commission, upon 
recommendation of the agencies concerned, to except certain positions 
from competitive civil service. One of the classes of excepted posi- 
tions established by this order is schedule C, in which are placed 
positions of a confidential or policy-determining character. 

On October 27, 1953, the Railroad Retirement Board voted unani- 
mously to recommend the placement of the position of administrative 
officer in the Chairman’s office from the competitive service into the 
excepted schedule C classification. The Civil Service Commission 
approved this action. 

On September 9, 1954, the Board voted (Mr. Harper, labor member, 
dissenting) to request the United States Civil Service Commission to 
approve the placement of 10 key positions in the Board in the new 
schedule C classification. The Board’s letter to the Civil Service 
Commission, dated September 17, 1954, recommended that the 
following positions be placed in schedule C: 

GS-16, chief executive officer 

GS-15, chief executive assistant 

GS-15, general counsel 

GS-15, associate general counsel 

GS-13, general auditor 

3S-13, administrative officer to Board member 
GS-13, administrative officer to Board member 
GS-12, labor-relations officer to Board member 


GS-13, secretary of the Board 
GS-11, liaison representative (Washington, D. C.) 
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None of these incumbents has had less than 15 years of service with 
the Board. 

As a result of this action by the Railroad Retirement Board, a storm 
of protest arose from all parts of the United States. Several hundred 
letters were received by your committee, objecting to the Board’s 
recommendation, and urging the Congress to nullify the reeommenda- 
tion of the Board. Virtually all Members of the House and the Senate 
received similar communications in large volume. Spokesmen for all 
the standard railway labor organizations, representing practically all 
the active railroad workers in the United States, approximately 


1,250,000 employees, protested this move in the strongest possible 
terms. 

As a consequence of these protests, a large number of Members of the 
House and Senate wrote letters of protest to the Civil Service Com- 
mission, urging that the recommendations of the Railroad Retirement 
Board be denied. Illustrative of the many communications that were 
sent to the Commission are the following letters from chairman and 
former chairmen of certain committees of the House. Comparable 
letters were sent by a large number of Congressmen and Senators. 


t Nasuv: LE, TENN., October 14, 1984. 
Mr. Puitie Youna, 


Chairman, Civil Service Commission, 
Washington 25, D. C. 


Dear Mr. Cuarrman: I have recently received a copy of a resolution adopted 
by the American Federation of Labor voicing the strong opposition of the 
A. F. of L. to a recommendation previously made by the Railroad Retirement 
Board with reference to the removal of 10 administrative positions from the 
competitive service and placing them in schedule C. 

As a member of the Committee on Interstate and Foreign Commerce for a 
number of years, I have kept in rather close touch with procedures and the 
administration of the Railroad Retirement Board, and it is my opinion that 
any change in policy that would tend to inject partisanship into this Board 
would be a great mistake. I believe further that such a proposal is in effect in 
violation of certain statutory provisions of the Railroad Retirement Act, and 
I feel certain that the proposal is contrary to what I believe to be the expressed 
intention of Congress to maintain the personnel of the Board under the civil 
service system. 

As I understand it, this was not the unanimous action of the Board since 
Mr. Horace W. Harper opposed the recommendation. I believe his position is 
well founded and I hope very much, in the interest of sound administration of 
the Railroad Retirement Act, that no such action will be taken. 

Certainly I believe that before any such proposal is put into effect the matter 
should be taken up with the Congress. 

Sincerely yours, 
J. Percy Priest. 


ConGress oF THE UNitTED STaTEs, 
House or REPRESENTATIVES, 


Washington. D. C., September 27, 1954. 
Hon. Putte Youna, 


Chairman, United States Civil Service Commission, 
Washington 25, D. C. 

Dear Mr. Youne: As chairman of the Interstate and Foreign Commerce 
Committee of the House of Representatives I have received a copy of the resolu- 
tion adopted by the American Federation of Labor at its recent convention 
Strongly opposing a recommendation made by the Railroad Retirement Board 
requesting that 10 key administrative positions be removed from the competitive 
service and placed in schedule C. 

I am advised that this action of the Board was taken over the opposition of 
Board Member Horace W. Harper, representative of railway employees. I am 
further advised that Mr. Harper’s opposition is rested on the basic ground that 














Fda 


Se PSO WRLSS]SEE Ee Ce wh Seseeeecernes 1 228 Se N se es 





10 AMEND RAILROAD RETIREMENT ACT OF 1937, ETC. 


such provision proposed exemptions from the competitive service are in violation 
of the statutory provisions of the Railroad Retirement Act and in conflict with the 
express intent of Congress to place and maintain the personnel of Board under 
the civil service system. 

I have no desire to interfere in the functioning of the Commission or to trespass 
upon its jurisdiction. However, because of my long and intimate association with 
the legislation creating the Board and governing its operations I feel that it is 
wholly desirable that I express my views on this subject to you. 

When the present Railroad Retirement Act was first presented in the Congress 
in 1937 I was then a member of the Interstate and Foreign Committee of the 
House. This legislation resulted from a voluntary agreement concluded between 
railway management and labor. It was drafted by their respective attorneys and 
was presented to us jointly by representatives of railway management and labor 
who urged its adoption. Most, if not all, of the provisions proposed by them were 
acceptable to us. However, I have the vivid recollection of our justified criticism 
and eventual rejection of the suggestion advanced by both management and labor 
that the Board be exempted from the civil service system. This subject was 
thoroughly reviewed and discussed in our committee and it was the considered 
opinion of the members of the committee that such a proposal would invite in- 
competent administration and would lead to other evils which would be destrue- 
tive of good government, Consequently, it was at the insistence of the Congress 
itself that the present provisions of the Railroad Retirement Act were adopted 
making the application of civil service to all Board personnel mandatory. It has 
been my thought that any departures therefrom would have to be justified before 
the Congress since it was the Congress which laid down the present requirements, 

It is my view, therefore, that the position of Mr. Harper is well taken indeed. 
I am further constrained to state that I am surprised by the action of the Board 
in making this request of the Commission. In my opinion it represents poor ad- 
ministrative judgment, does not serve the best interests of the United States, and 
violates the trust and confidence reposed in the Board by railway employees 
throughout the country. 

Very truly yours, 
Cuartes A. WoLvertoy. 


House or REPRESENTATIVES, 
Washington, D. C., October 18, 1954. 
Hon. Raymonp J. Ke tty, 
Chairman, Railroad Retirement Board, 
844 Rush Street, Chicago, Ill. 

Dear Mr. Ke ty: This letter is in reference to the request of the Railroad 
Retirement Board to have 10 positions placed in schedule C, 

While I can understand the desire of an administrator and his feeling of nee 
for placing key positions under him in a category whereby he can have freedom 
of selection and appointments, it seems to me that there are factors involved in 
the Railroad Retirement Board operation which do not exist in any other Govern- 
ment agency. 

In the first place, the money to operate the Railroad Retirement Board, includ- 
ing the salaries of the Board members, is paid by the railroad employees and 
railroad management. Policy of the Railroad Retirement Board is pretty much 
established by Congress itself. 

Under these circumstances it would seem to me that the request to exempt 
the 10 positions from the classified civil service should not have been made 
without some concurrence or agreement on the part of the railroad employees and 
rsilroad management who finance the Railroad Retirement Board. 

In view of these facts, I believe it would be best if you would withdraw your 
request to place these 10 positions outside the classified civil service. 

With best wishes, I am, 

Sincerely yours, 
Epwarp H. Ress, Chairman. 


As a result of these protests, the Railroad Retirement Board recon- 
sidered its letter of September 17, 1954, to the Chairman of the Civil 
Service Commission, and voted, on October 27, 1954, to withdraw its 
request to place the 10 positions in schedule C. This withdrawal 
took place before the Commission had an opportunity to act on the 
Board’s request. 
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At a hearing in February 1955 before a subcommittee of the House 
Committee on Appropriations, the Railroad Retirement Board was 
questioned about its previous recommendations with regard to sched- 
ule C positions. In its report to accompany H. R. 5046, 84th Con- 
gress, the bill providing for appropriations to the Railroad Retire- 
ment Board and other agencies and departments, the Committee on 
Appropriations made the following observations: 


RaiLRoAD RETIREMENT Boarp 
* . . * * * * 

While there appears to be increased mechanical efficiency, the hearing con- 
ducted on February 23, raised serious doubts as to the proper administration of 
these trust funds, none of which are derived from the Federal Treasury. For 
example, it was found that an abortive attempt was made by the Board Chair- 
man to introduce so-called schedule C classification in all top administrative posts 
despite the universally admitted fact that the Board was designed to function as 
an independent agency free from partisan considerations. * * * (84th Cong., Ist 
sess., H. Rept. No. 228, to accompany H_ R. 5046, p. 18.) 

Your Committee on Interstate and Foreign Commerce is strongly of 
the opinion that the action of the majority members of the Railroad 
Retirement Board, in recommending the removal of positions from 
the competitive civil service was ill advised and contrary to the polic 
of the Congress when it created the Railroad Retirement Board, 
Sections 5 and 6 of the reported bill are intended to prevent any 
possible repetition of such action. The committee’s position merely 
reaffirms the policy adopted by the Congress when the Railroad Retire- 
ment Board was first created, namely, that Board personnel shall be 
governed by the merit system as embodied in the civil-service laws and 
rules. 

Both the Railroad Retirement Act and the Railroad Unemployment 
Insurance Act have provided, since their original enactment, that 
personnel of the Railroad Retirement Board shall be employed 
“under the civil-service laws.’’ A review of the hearings conducted 
before the House and Senate committees leading up to the passage 
of the Railroad Retirement Act of 1937 clearly shows that the Congress 
intended that Board personnel should be wholly and completely within 
the protection of the merit system of civil service. 

The bill, as introduced in the House by Mr. Crosser, of Ohio, 
(H. R. 6956, 75th Cong., 1st sess.), provided in substance that the 
Board shall have the power to employ, without regard to the provi- 
sions of the civil service laws, such employees, attorneys, and experts 
as may be necessary for the proper discharge of its duties. This 
provision aroused strong opposition among the members of your 
Committee on Interstate and Foreign Commerce. During the hear- 
ings on this bill, Mr. Carl Mapes, of Michigan, stated that he was 
“amazed” at the provision exempting the Board personnel from the 
merit system of civil service and referred to this provision as an 
“endorsement of the spoils system in toto’’.® Similar views were 
expressed by other members of the committee. Members of the 
Senate committee, likewise, were gravely concerned about the dangers 
that would result from permitting the Board to operate outside of 
the civil service system. As a result of these objections by the 
House and Senate committees, Mr. Crosser introduced a new bill 
(H. R. 7519, 75th Cong., 1st sess.), which provided that all employees 


? Hearings before the Committee on Interstate and Foreign Commerce, House of Representatives, 75th 
Cong., Ist sess., on H. R. 6956, pp. 53, 54. 
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of the Railroad Retirement Board shall be “under the civil service 
laws and rules.’”’ This bill passed and became Public Law 126, 75th 
Congress. In 1938, the Congress passed the Railroad Unemploy- 
ment Insurance Act, which again provided that the personnel of the 
Railroad Retirement Board, with certain exceptions, shall be em- 
ployed ‘‘in accordance with the civil-service laws.” 

A major consideration in the establishment of the congressional 
policy that positions in the Railroad Retirement Board shall be under 
the competitive civil service, was the unique nature of the Board’s 
functions as a Federal agency. The Board was created for the purpose 
of administering a retirement system for railroad employees and their 
dependents, and an unemployment insurance system for such em- 
ployees. The activities of the Board are concerned solely with these 
administrative functions. Its duty is to carry out the policies estab- 
lished by the Congress in the Railroad Retirement Act and the 
Railroad Unemployment Insurance Act. The administrative expenses 
of the Board are obtained from equal contributions levied on the 
employees and employers as to the retirement system, and from con- 
tributions levied on the employers as to the unemployment insurance 
system. One member of the Board is required by asi to be appointed 
without regard to political affiliation, from recommendations sub- 
mitted by representatives of the employees and one member must be 
appointed, without regard to political affiliation, from recommenda- 
tions made by representatives of the railroads. The Chairman of 
the Board is appointed without regard to recommendation by either 
carriers or representatives of employees. The method of appoint- 
ment of the Board members, the staggering of appointments so as to 
overlap the 4-year Presidential term, together with the legislative 
history of section 10 (b) 4 of the Railroad Retirement Act, and the 
special and limited nature of the two acts administered by the Board, 
demonstrate clearly that it was the intent of the Congress not to 
permit anything but the strictest nonpolitical and nonpartisan 
administration of these two programs. 

Sections 5 and 6 of the committee bill, therefore, reassert the intent 
of the Congress, when the railroad retirement and unemployment 
systems were established, that the Board’s personnel shall be ap- 
pointed under the competitive civil service laws and rules. The 
provisions of these sections of the reported bill will restrain any 
future action to remove any such positions from the competitive 
civil service. Your committee strongly believes that considerations 
other than merit and competency have no place in the selection or 
retention of the employees of the Railroad Retirement Board. 


COST OF BENEFIT PROVISIONS OF COMMITTEE BILL 


The Railroad Retirement Board has estimated that the enactment 
of section 1 of the reported bill, providing for increases in the maximum 
spouses’ annuities, would cost 0.22 percent of payroll, or approxi- 
mately $12 million a year, on a level cost basis. The enactment of 
section 2 of the reported bill, providing for the repeal of the dual 
benefit restriction on survivor annuities, would cost 0.25 percent of 
payroll, or $14 million a year on a level cost basis. The cumulative 
cost of these additional benefits would, therefore, be 0.47 percent of 
payroll, or $26 million a year on a level cost basis, 
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The present cost of benefits payable under the Railroad Retirement 
Act is 13.43 percent of payroll, on a level cost basis. Enactment of 
H. R. 4744 as reported by the committee would increase this cost to 
13.90 percent of payroll. Since the total tax for the maintenance of 
the railroad retirement system is only 12.5 percent of payroll (6% 
percent paid by the employees and 6% percent paid by the employers) 
up to $350 a month, the indicated deficit under present law is 0.93 

ercent of payroll, on a level cost basis, and enactment of the reported 
Pill would increase this indicated deficit to 1.4 percent of payroll, on 
a level cost basis. Dollarwise, the deficit would be increased from 
the present estimate of $51 million to approximately $76 million a 
year, on a level cost basis. 

In the consideration of all bills to amend the Railroad Retirement 
Act, your committee has placed great emphasis on the effect of the 
proposed amendments on the financial soundness of the railroad re- 
tirement account. The committee is unanimously of the opinion 
that, regardless of the desirability of certain proposals for the liberal- 
ization of benefits under the act, no amendments to the law should be 
made which would jeopardize the financial soundness of the railroad 
retirement system. This principle is accepted by all the standard 
railway labor organizations as well as railroad management. 

Your committee has every desire to be helpful to retired railroad 
workers and their dependents. We are also mindful of our grave 
responsibility toward the currently active railroad workers and future 
railroad workers, who will retire many years hence. We must make 
certain that when they retire from railroad employment, the financial 
status of the the railroad retirement system will be adequate to pay the 
benefits accruing to them, their dependents and survivors. 

It should be remembered, however, that the actuarial costs cited 
are subject to change as economic conditions change. Historically, 
it can be shown that the actuarial costs have been somewhat on the 
conservative side. For example, the cost estimates of the benefits 
provided by the Railroad Retirement Act, as amended in 1951, were 
stated at 14.43 percent of payroll, indicating a deficit of 1.93 percent 
of payroll at that time. The fifth actuarial valuation of the assets 
and liabilities of the railroad retirement account published in 1953 
showed that the estimated deficit of 1.93 was reduced, for various 
reasons, to 0.91 percent of payroll. In the light of similar experiences 
in the past, it may well be that the sixth actuarial valuation, which is 
due this coming fall or early next year, will likewise show a reduction 
in the estimated cost of 13.90 percent of payroll for benefits payable 
under the act as it would be amended by the reported bill. 

H. R. 4744 has the unanimous approval of all the standard railway 
labor organizations. It is not opposed by the railroads. In the 
opinion of the committee, this fact weighs heavily in favor of this 
legislation, since the entire cost of administering the Railroad Retire- 
ment Act is paid for by the railway employees and the carriers. 

Your committee believes that the cost of H. R. 4744 as reported 
will not jeopardize the financial soundness of the railroad retirement 
account, 
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REPORTS FROM EXECUTIVE DEPARTMENTS AND AGENCIES 


Reports on H. R. 4744, as introduced, were received from the 
Railroad Retirement Board, the United States Civil Service Com- 
mission, and the Bureau of the Budget. The Chairman and carrier 
member of the Railroad Retirement Board are opposed to the enact- 
ment of the reported bill. The labor member of the Board favors 
enactment of the bill. The Civil Service Commission and the Bureau 
of the Budget are opposed to certain provisions of the bill. 

These reports are shown in the appendix to this report. 


SECTION-BY-SECTION EXPLANATION OF THE COMMITTEE BILL 


Section 1. Increasing the maximum amount of a spouse’s annuity 
payable for a month 

Section 1 of the reported bill would amend section 2 2 (e) of the Rail- 
road Retirement Act, which provides a spouse’s annuity for the wife 
or dependent husband of a railroad employee who has attained age 
65 and been awarded an annuity or pension under the Railroad 
Retirement Act, to increase, for annuities accruing in any month 
following enactment of the reported bill, the maximum spouse’s 
annuity from $40 to the maximum payable to anyone under the Social 
Security Act as a wife’s benefit for the same month. 


Section 2. Eliminating certain dual benefit restrictions in survivor 
annuity cases 

Section 2 of the reported bill would amend section 5 (g) (2) of the 
Railroad Retirement Act by eliminating, as to annuities accruing in 
months following the month of enactment of the bill, the require- 
ment to reduce a survivor’s insurance annuity for any month by the 
amount of any benefit to which the survivor of an employee is, or on 
application would be, entitled for that month under the Social Security 
Act, and which derives from the employment of some person other 
than the deceased employee. 
Section 3. Changing the method of calculating the “average monthly 

remuneration” to permit inelusion of ‘“wages’’ in certain cases 

Section 3 of the reported bill would amend section 5 (1) (9) of the 
Railroad Retirement Act, which sets forth the method for computing 
an employee’s “average monthly remuneration” from which the 
amount of a survivor’s annuity, or a lump-sum benefit, under section 
5 of the Railroad Retirement Act, is determined. The amendment 
would permit, in the computation in any case in which this average 
is less than $350, the inclusion of “wages” (and “self-employment 
income’), earned by the employee in social security employ ment, of 
up to $4,200 for any year after 1954 in which the employee did not 
have “compensation”’ for railroad employment of as much as $4,200, 
and up to $3,600 for any year before 1955 in which the employee did 
not have such “compensation” of as much as $3,600. The amend- 
ment would conform completely the computation of the “average 
monthly remuneration” to the changes effected by the 1954 Amend- 
ments to the Railroad Retirement Act and the Social Security Act, 
increasing, respectively, the maximum amounts of creditable earnings 
from $300 to $350 a month and from $3,600 to $4,200 a year, and 
would be effective as of January 1, 1955, the date such increases 
became effective. 
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Section 4. Restoring and clarifying the exemptions from taxation, attach- 
ment, or other legal process of railroad retirement and railroad 
unemployment insurance benefits 

Section 4 of the reported bill would amend section 12 of the Railroad 

Retirement Act and section 2 (e) of the Railroad Unemployment 

Insurance Act to restore in full the exemption, with respect to the 

Federal laws, from taxation, attachment, or other legal process of 

benefits payable under the respective acts, and to make clear that such 

exemption is effective, as well, contrary to the views of some State 
authorities, in respect of the laws of several States, the District of 

Columbia, and the Territories. The amendments made by this sec- 

tion of the bill, being enacted subsequent to the enactment in 1954 of 

general provisions of the Internal Revenue Code (secs. 6321, 6322, 

6331-6334) indirectly removing, with respect to such benefits, the 

exemption against attachment or other legal process for purposes of 

tax collection, will again preclude the attachment of benefits under 
the two sections of the acts above for purposes of collecting Federal 
taxes. The specification of a retroactive effective date for this section 
shows continuity of the congressional policy, from the time of the 
original enactment of these two sections to date, against making such 
benefits under said two sections assignable, or subject to any tax, 
garnishment, attachment, or other legal process under any circum- 
stances whatever, and against the anticipation of such benefits. 


Sections 5 and 6. Providing, in the Railroad Retirement Act and the 
Railroad Unemployment Insurance Act, for employees of the Rail- 
road Retirement Board to be in and under the competitive civil service 

Sections 5 and 6 of the reported bill would amend section 10 (b) 4 
of the Railroad Retirement Act of 1937 and section 12 (1) of the 
Railroad Unemployment Insurance Act, respectively, by providing 
that all of those positions to which individuals are appointed by the 
Railroad Retirement Board under authority of either of the above- 
specified sections of such acts shall be in and under the classified 
(competitive) civil service and, further, prohibit the removal or the 
exception therefrom of any such position, such as by transfer to the 
schedule A, B, or C category. The amendments would go into effect 
immediately upon enactment of this legislation, and would require 
that all employment by the Board be wholly under the classified 
(competitive) civil-service system. 

It is contemplated that persons not holding classified (competitive) 
positions in the Railroad Retirement Board on the date of enactment 
of this legislation shall not be separated from their respective positions 
by reason of the amendments made by sections 5 and 6 of the reported 
bill. It is the intent of the committee that such individuals shall be 
afforded a reasonable opportunity to acquire a classified (competitive) 
civil-service status through suitable noncompetitive examinations. 

The amendments made by these two sections of the bill would 
have no effect on the specific direction given, and authority granted, 
to the Board and to the Secretary of the Treasury in section 15 (c) 
of the Railroad Retirement Act to select and provide for the compen- 
sation of members Of an actuarial advisory committee. Nor would 
these amendments have any effect on the continuance of the provisions 
of section 12 (1) of the Railroad Unemployment Insurance Act 
authorizing the Board expressly to appoint persons, without regard 
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to the civil-service laws, to accept unemployment insurance registra- 
tions and to perform incidental services in certain special areas where 
registration facilities are not otherwise available, and to provide for 
their compensation on a piece-rate basis. Similarly, the amendments 
would in no way deprive the Board of its present authority under 
section 10 (b) 4 of the Railroad Retirement Act and section 12 (h) of 
the Railroad Unemployment Insurance Act to engage or employ 
officers of railway labor organizations to perform certain functions for 
the Board, and to pay the additional expenses incurred in such per- 
formance, although otherwise without remuneration. In all other 
respects, however, the civil-service laws would be applicable to em- 
ployees of the Board as indicated, and in the employment of employees 
for such positions as attorneys for which the Civil Service Commission 
might not otherwise provide competitive examinations, the Com- 
mission would have authority to provide such examinations. 


CHANGES IN EXISTING LAW 


Tn compliance with clause 3 of Rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as in- 
troduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


RAILROAD RETIREMENT ACT OF 1937, AS AMENDED 


ANNUITIES 
Src. 2. (a) * * * 
* * * + * © e 
(e) Spouse’s Annuity.—The spouse of an individual, if— 
(i) such individual has been awarded an annuity under subsection (a) or 
@ pension under section 6 and has attained the age of 65, and 
(ii) such spouse has attained the age of 65 or in the case of a wife, has in 
her care (individually or jointly with her husband) a child who, if her husband 
were then to die, would be entitled to a child’s annuity under subsection (c) 
of section 5 of this Act, 
shall be entitled to a spouse’s annuity equal to one-half of such individual's 
annuity or pension, but not more [than $40], with respect to any month, than an 
amount equal to the marimum amount which could be paid to anyone, with respect 
to such month, as a wife’s insurance benefit under section 202 (b) of the Social Security 
Act as amended from time to time: Provided, however, That if the annuity of the 
individual is awarded under paragraph 3 of subsection (a), the spouse’s annuity 
shall be computed or recomputed as though such individual had been awarded 
the annuity to which he would have been enttiled under paragraph 1 of said sub- 
section: Provided further, That, if the annuity of the individual is awarded pursu- 
ant to a joint and survivor election, the spouse’s annuity shall be computed or 
recomputed as though such individual had not made a joint and survivor election: 
And provided further, That any spouse’s annuity shall be reduced by the amount of 
any annuity and the amountof any monthly insurance benefit, other than a wife's 
or husband’s insurance benefit, to which such spouse is entitled, or on proper 
application would be entitled, under subsection (a) of this section or subsection (d) 
of section 5 of this Act or section 202 of the Social Security Act; except that if 
such spouse is disentitled to a wife’s or husband’s insurance benefit, or has had 
such benefit reduced, by reason of subsection (k) of section 202 of the Social 
Security Act, the reduction pursuant to this third proviso shall be only in the 
amount by which such spouse’s monthly insurance benefit under said Act exceeds 
the wife’s or husband’s insurance benefit to which such spouse would have beet 
entitled under that Act but for said subsection (k). 
* « * * 








: 
a) or 


1a3 in 
band 
yn. (¢) 


Jual’s 
an an 
es pect 
curily 
of the 
inuity 
rarded 
d gub- 
ursl- 
ted or 
section: 
unt of 
wife's 
proper 
ion (d) 
that if 
as had 
Social 
in the 
»xceeds 
e been 


AMEND RAILROAD RETIREMENT ACT OF 1937, ETC. 17 


ANNUITIES AND LUMP SUMS FOR SURVIVORS 


Sec. 5. (a) * * * 
* * * * * * « 

(zg) Correlation of Payments.—(1) An individual, entitled on applying therefor 
to receive for a month before January 1, 1947, an insurance benefit under the 
Social Security Act on the basis of an employee’s wages, which benefit is greater 
in amount than would be an annuity for such individual under this section with 
respect to the death of such employee, shall not be entitled to such annuity. An 
individual, entitled on applying therefor to any annuity or lump sum under this 
section with respect to the death of an employee, shall not be entitled to a lump- 
sum death payment or, for a month beginning on or after Januarv 1, 1947, to any 
insurance benefits under the Social Security Act on the basis of the wages of the 
same employee. 

(2) If an individual is entitled to more than one annuity for a month under 
this section, such individual shall be entitled only to that one of such annuities 
for a month which is equal to or exceeds any other such annuity. [If an indi- 
vidual is entitled to an annuity for a month under this section and is entitled, 
or would be so entitled on proper application therefor, for such month to an insur- 
ance benefit under section 202 of the Social Security Act, the annuity of such 
individual for such month under this section shall be only in the amount by which 
it exceeds such insurance benefit. ] 

(3) In the case of any individual receiving or entitled to receive an annuity 
under this section on the day prior to the date of enactment of the provisions of 
this paragraph, the application of paragraph (2) of this subsection to such indi- 
vidual shall not operate to reduce the sum of (A) the annuity under this section 
of such individual, (B) the retirement annuity, if any, of such individual, and (C) 
the benefits under the Social Security Act which such individual receives or is 
entitled to receive, to an amount less than such sum was before the enactment of 
the provisions of this paragraph. 

* * s * * * * 


(1) Definitions.—For the purposes of this section the term “employee” includes 
an individual who will have been an “employee”, and— 
(1) ** * 
x * “ * * * ~ 


(9) An employee’s “average monthly remuneration” shall mean the quotient 
obtained by dividing (A) the sum of (i) the compensation paid to him after 1936 
and before the quarter in which he will have died, eliminating any excess over $300 
for any calendar month before July 1, 1954, and any excess over $350 for any 
calendar month after June 30, 1954, and (ii) [if such compensation for any calen- 
dar year is less than $3,600 and the average monthly remuneration computed on 
compensation alone is less than $350 and the employee has earned in such calendar 
year “wages’’ as defined in paragraph (6) hereof, such wages, in an amount not to 
exceed the difference between the compensation for such year and $4,200, by] 
if such compensation for any calendar year before 19565 is less than $3,600 or for any 
calendar year after 1954 is less than $4,200 and the average monthly remuneration 
computed on compensation alone is less than $350 and the employee has earned in 
such calendar year ‘wages’ as defined in paragraph (6) hereof, such wages, in an 
amount not to exceed the difference between the compensation for such year and $3,600 
for years before 1955 and $4,200 for years after 1954, by (B) three times the number 
of quarters elapsing after 1936 and before the quarter in which he will have died: 
Provided, That for the period prior to and including the calendar year in which he 
will have attained the age of twenty-two there shall be included in the divisor not 
more than three times the number of quarters of coverage in such period: Prorided, 
further, That there shall be excluded ye the divisor any calendar quarter which 
is not a quarter of coverage and during any part of which a retirement annuity will 
have been payable to him: And provided further, That if the exclusion from the 
divisor of all quarters beginning with the first quarter in which the employee was 
completely insured and had attained the age of sixty-five and the exclusion from 
the dividend of all compensation and wages with respect to such quarters would 
result in a higher average monthly remuneration, such quarters, compensation 
and wages shall be so excluded. 

With respect to an employee who will have been awarded a retirement annuity, 
the term “compensation” shall, for the purposes of this paragraph, mean the com- 
pensation on which such annuity will have been based; 

. * * * * * * 
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RETIREMENT BOARD 


Personnel 
Sec. 10. (a) * * * 
Duties 
(b) 1. * * * 
~ * * *~ * * ” 


[4.] (4) The Board shall establish and promulgate rules and regulations to 
provide for the adjustment of all controversial matters arising in the administra- 
tion of such Acts, with power as a Board or through any member or designated 
subordinate thereof, to require and compel the attendance of witnesses, administer 
oaths, take testimony, and make all necessary investigations in any matter involy- 
ing annuities or other payments and shall maintain such offices, provide such 
equipment, furnishings, supplies, services, and facilities, and employ such indi- 
viduals and provide for their compensation and expenses as may be necessary for 
the proper discharge of its functions. All positions to which such individuals are 
appointed shal! be in and under the competitive civil-service and shall not be removed 
or excepted therefrom. In the employment of such individuals under the civil- 
service laws and rules the Board shall give preference over all others to individuals 
who have had experience in railroad service, if, in the judgment of the Board 
they possess the qualifications necessary for the proper discharge of the duties of 
the positions to which they are to be appointed. All rules, regulations, or decisions 
of the Board shall require the approval of at least two members, except as provided 
in subdivision 5 of this subsection and they shall be entered upon the records of 
the Board, which shall be a publie record. Notice of a decision of the Board, or 
of an employee thereof, shall be communicated to the applicant in writing within 
thirty days after such decision shall have been made. 

The Board shall gather, keep, compile, and publish in convenient form such 
records and data as may be necessary to assure proper administration of such 
Acts. The Board shall have power to require all employers and employees and 
any officer, board, commission, or other agency of the United States to furnish 
such information and records as shall be necessary for the udministration of such 
Acts. The several district courts of the United States and the District Court of 
the United States for the District of Columbia shall have jurisdiction upon suit 
by the Board to compel obedience to any order of the Board issued pursuant to 
this section. The orders, writs, and processes of the District Court of the United 
States for the District of Columbia in such suits may run and be served anywhere 
in the United States. The Board shall make an annual report to the President of 
the United States to be submitted to Congress. Witnesses summoned before the 
Board shall be paid the same fees and mileage that are paid witnesses in the 
courts of the United States. 

* + * * * « * 


EXEMPTION 


Sec. 12. ENo] Notwithstanding any other law of the United States, or of any 
State, Territory, or the District of Columbia, no annuity or pension payment shall 
be assignable or be subject to any tax or to garnishment, attachment, or other 
legal process under any circumstances whatsoever, nor shall the payment thereof 
be anticipated. 


RAILROAD UNEMPLOYMENT INSURANCE ACT 


BENEFITS 

Szc. 2..(a) * * * 

~ * * * * 7 * 

(e) [No] Notwithstanding any other law of the United States, or of any Slate, 
Territory, or the District of Columbia, no benefits shall be assignable or be subject 
to any tax or to garnishment, attachment, or other legal process under any circum- 
stances whatsoever, nor shal! the payment thereof be anticipated. 

* * * ok * ~ * 


DUTIES AND POWERS OF THE BOARD 


Sec. 12. (a) * * * 
* . ~ * a. + * 
(1) In addition. to the powers and duties expressly provided, the Board shall 
have and exercise all the powers and duties necessary to administer or incidental 
to_administering this Act, and in connection therewith shall have such of the 
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powers, duties, and remedies provided in section 10 (b) (4) of the Railroad Retire- 
ment Act of 1937, with respect to the administration of said Act, as are not in- 
consistent with the express provisions of this Act. A person in the employ of 
the Board under section 205 of the Act of Congress approved June 24, 1937 (50 
Stat. 307), shall acquire a competitive classifie civil-service status if, after 
recommendation by the Board to the Civil Service Commission, he shall pass 
such noneompetitive tests of fitness as the Civil Service Commission may pre- 
scribe. A person in the employ of the Board on June 30, 1939, and on June 30, 
1940, and who has had experience in railroad service, shall acquire a competitive 
classified civil-service status if, after recommendation by the Board to the Civil 
Service Commission, he shall pass such noncompetitive tests of fitness for the 
position for which the Board recommends him as the Civil Service Commission 
mav prescribe. 

The Board may employ such persons and provide for their remuneration and 
expenses, as may be necessary for the proper administration of this Act. Such 
persons shall be employed and their remuneration prescribed in accordance with 
the civil-service laws and the Classification Act of 1923, except that the Board 
may fix the salary of a Direetor of Unemployment Insurance at $10,000 per 
annum: Provided, That all positions to which such persons are appointed shall be 
in and under the competitive civil service and shall not be removed or excepted there- 
from: Provided, That in the employment of such persons the Board: shall give 
preference, as between applicants attaining the same grades, to persons who have 
had exnerience in railroad services, and notwithstanding any other provisions of 
law, rules, or regulations, no other preferences shall be given or recognized: And 
provided further, That certification by the Civil Service Commission of persons for 
appointment to any positions at minimum salaries of $4,600 per annum, or less, 
shall, if the Board so requests, be upon the basis of competitive examinations, 
written, oral or both, as the Board may request: And provided further, That, for 
the purpose of registering unemployed employees who reside in areas in which no 
emplover facilities are located, or in which no employer will make facilities avail- 
able for the registration of such employees, the Board may, without regard to 
civil-service laws and the Classification Act of 1923, appoint persons to accept, 
in such areas, registration of such employees and perform services incidental 
thereto and may compensate such persons on a piece-rate basis to be determined 
by the Board. Notwithstanding the provisions of the Act of June 22, 1906 (34 
Stat. 449), or any other provision of law, the Board may detail employees from 
stations outside the District of Columbia to other stations outside the District 
of Columbia or to service in the District of Columbia, and may detail employees 
in the District of Columbia to service outside the District of Columbia: Provided, 
That all details hereunder shall be made by specific order and in no ease for a 
period of time exceeding one hundred and twenty days. Details so made may, 
on expiration, be renewed from time to time by order of the Board, in each partic 
ular case, for periods not exceeding one hundred and twenty days. 


APPENDIX 


Unrrep Srates or AMERICA, 
RarLRoaD RetTiREMENT Boarp, 


Chicago 11, Ill., June 10, 1956. 
The Honorable J. Percy Priest, 


Chairman, Commitiee on Interstate and Foreign Commerce, 
House Office Building, Washington 25, D. C. 
Dear Mr. Priest: This is a report on H. R. 4744 which you introduced in the 
House of Representatives on March 8, 1955, and on which you requested this 
Board to report in your letter of March 15, 1955. 


Section 1. Increased mazimum for spouse’s annvity 
Section 1 of the bill would increase the maximum spouse’s! annuity under the 
Railroad Retirement Act from the present $40 a month to the highest amount 
Which could be paid to anyone as a wife’s insurance benefit under the provisions 
of the Social Security Act, as amended from time to time. In effect, this amend- 
i The term “spouse,” as defined in the Railroad Retirement Act, includes dependent husbends. Among 


the more than 100,000 spouse annuitants on the Board’s rolls, only about 25 are husbands, For this reason, 
the word ‘‘wife” or ‘‘wives” is used in this report instead of “spouse” or “spouses.” 


74009°—57 H. Rept., 84-1, vol. 3106 
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ment would establish in lieu of the present $40 a new maximum of $51.80 a month 


for the remainder of 1955, and $54.30 beginning with January 1956. Further: 


increases in the maximum would automatically take place if and when the Social 
Security Act is amended in the future to provide for higher benefits. 

Section 1 would immediately affect the following: 

1. An estimated 82,000 wives on the rolls now receiving the maximum of $40 
would become eligible for immediate increases. The Board estimates that the 
average increase for them would be about $10.50 a month during the remainder 
of 1955 and that a further increase averaging between $1.50 to $2 a month would 
be given to them in January 1956. 

2. About 2,500 wives are now receiving less than $40 a month (or no annuity 
at all) solely because their old-age social-security benefit reduces their wife's 
annuity under the Railroad Retirement Act. However, when the maximum 
wife’s annuity is raised, these wives will become eligible for increases in their 
benefits payable under the Railroad Retirement Act. 

3. A number of aged widows’ annuities awarded in the future will also be 
affected because of the guaranty in the Railroad Retirement Act that the widow’s 
annuity shall be no less than the wife’s annuity the same individual was receiving, 
With a higher maximum for the wife’s annuity, this guaranty would operate in a 
larger number of cases. The Board estimates that about 1,500 new awards of 
widows’ annuities a year may be so affected. 

4. Currently, some 15,000 newly awarded wives’ annuities a year would be 
increased by the amendment. The average increase for them would be about the 
same as for wives’ annuities now on the rolls, that is, $10.50 a month during the 
remainder of 1955 with the further increase which would become effective in 
January 1956. 

5. In a relatively small number of cases the increases in wives’ annuities will 
result in decreasing by the same amounts employee annuities which are com- 
puted under the social-security minimum guaranty provisions. However, the 
combined total of the two annuities to the employee and his wife would in no 
case be decreased as a result of this amendment. 

Contrary to what has been alleged it is not inequitable for the benefit of a wife 
under the railroad retirement system to be less than under the social-security 
system. 

"The railroad retirement system had no provision at all for wives’ benefits from 
the time when the system was first established (in 1937) until November 1951, 
and during most of that period there was no great demand for such benefits. 
Now the objection is that many wives get less than they would under social 
security. It should be noted, however, that late figures show the average wife's 
benefit under the Railroad Retirement Act is $37.20, and under the Social Security 
Act only $31.70. These benefits were added, presumably, to fill the gap resulting 
from the general exclusion of railroad employment from social-security coverage. 
This purpose is fulfilled so long as no less favorable treatment than under social 
security is guaranteed on a family basis, and such a guaranty has already been 
provided. Tee the benefits are distributed in the family is a matter of the 
internal workings of the railroad retirement system; that is, the question of 
equity is not measured by the benefits to any particular individual but by the 
total to the individual’s family. Moreover, wives’ benefits are not provided at 
all by the civil-service retirement system or the great proportion of pension plans. 

It should be considered, also, that when the wives’ benefits were added to the 
railroad retirement system by the 1951 amendments to the Railroad Retirement 
Act, the Congress limited the maximum wife’s benefit to $40 in order to effect 
savings to the railroad retirement fund so as to permit higher benefits to other 
groups. At the time these other benefits were provided, such savings, which 
the present amendments would discard, were counted on and are still required in 
order to keep the railroad retirement system anywhere near sound, Their 
elimination would pea mean further liberality to a special group at added 
expense to younger employees who will not retire for many years. The latter 
will not only fully pay their own way but along with employers will be required 
to contribute enough in taxes to make up this deficit during all of their years of 
railroad employment. 


Seclion 2. Elimination of the present restriction on survivor benefits because of simul- 
taneous entitlement to socral-security benefits 

Section 2 of the bill, by proposing to strike out the second sentence of section 

5 (g) (2) of the Railroad Retirement Act, would eliminate the present restriction 

on the amount of a survivor annuity payable under the act to a widow, widower, 

child or parent of a railroad employee. At present, such annuity is reduced by 


SHR Cnn es cpt NG EK AL Ty LI pS 


a pit ee eer tc? 


Joe: 


th pengpeninct 





~s @- & 


rns 


ee ee ae a Oe | 





ionth 


rther: 


social 


f $40 
t the 
inder 
vould 


nuity 
wife’s 
mum 

their 


30 be 
dow’s 
iving. 
ina 
ds of 


Id be 
it the 
g the 
ve in 


3 will 
com- 
, the 
in no 


1 wife 
urity 


from 
1951, 
efits. 
social 
wife’s 
urity 
ilting 
rage. 
social 
been 
f the 
on of 
y the 
ed at 
ylans, 
o the 
ment 
effect 
other 
which 
ed in 
Their 
\dded 
latter 
uired 
ars of 


imul- 


ction 
iction 
ower, 
ad by 


AMEND RAILROAD RETIREMENT ACT OF 1937, ETC. 21 


the amount of any social-security benefit to which the annuitant is (or on applica- 
tion would be) entitled, but the bill would eliminate this reduction so that the 
annuitant would receive both the full survivor annuity under the Railroad Retire- 
ment Act and social-security benefit under the Social Security Act. This amend- 
ment would affect, in the main, widows who are age 65 and over who are (or on 
application would be) entitled to a primary old-age benefit under the Social 
Security Act. 

At present, there are some 5,500 widows and about 300 children and parents 
whose railroad retirement benefits are reduced because of the second sentence of 
section 5 (g) (2). For these individuals, the average increase in the survivor 
annuity would be about $20 a month. In the future, the effect of the elimination 
of the restriction on dual beefits will be very much greater, because relatively 
more women are expected to have a social-security benefit in their own right. 
For this reason, the long-range cost of this amendment will be much greater than 
the immediate effect. 

It is not inequitable for the benefit of a widow under the railroad-retirement 
system to be reduced by the amount of her social-security benefit. 

As in the case of the wives’ benefits, the purpose of providing such other auxil- 
iary benefits as the widows’ benefits under the Railroad Retirement Act, was, 
presumably, to fill the gap resulting from the general exclusion of railroad employ- 
ment from social-security coverage; and as explained above this purpose is already 
fulfilled by the guaranty in the present Railroad Retirement Act against any loss 
in benefits from such exclusion. 

In this connection it may be noted that a year ago this Board was unanimously 
opposed to H. R. 356, when that bill, which became Public Law 398, was before 
the Senate committee to repeal the restriction on dual benefits to retired employees. 
The present restriction on dual benefits to widows, which section 2 of this bill 
would repeal, is more justifiable than was that on retired employees. 

Further, this restriction against dual benefits, which section 2 would eliminate, 
was enacted, among other reasons, as in the case of the maximum for wives’ bene- 
fits, for the purpose of effecting savings to the retirement fund to permit higher 
benefits to other groups, so that section 2, like section 1, would operate to eliminate 
savings needed to keep the railroad-retirement system on as sound a basis as 
possible, and would merely result in further liberality to widows at the expense of 
the younger workers. 

It may be noted also that the great proportion of pension plans do not provide 
for survivor benefits and, when they do, such benefits are limited and require in 
some cases a reduction in the employee's pension. 

Some of the complaints as to its being inequitable not to pay dual benefits to 
widows are based on the feeling that ordinarily commercial insurance companies 
pay whatever benefits are specified in their policies regardless of how many other 
companies may have issued policies to the insured. Social insurance is an entirely 
different matter. Under commercial insurance, each age group or class has to 
pay in premiums enough to meet the cost of benefits that are eventually paid by 
the insurance company. Under railroad retirement and social security an average 
tax rate is applied to all age groups and classes, with the result that, even con- 
sidering both employer and employee taxes, nearly all beneficiaries so far awarded 
benefits—and that will be true for a number of years to come—have by no means 
paid their way. 

Estimated cost.—The Board’s estimate on the basis of the fifth actuarial valua- 
tion assumptions is that the additional cost resulting from the amendments 
specified in sections 1 and 2 of the bill would come to about .47 percent of payroll, 
or $26 million a year on a level basis. 


Section 3 


Section 3 of the bill is merely a technical and clarifying amendment which 
would involve no additional costs and would not affect any benefits payable 
under the Railroad Retirement Act. Without it, the Board would interpret the 
present section 5 (1) (9) exactly in the same manner as is specified in the bill. 


Section 4 


Section 4 raises a question of Federal policy. Benefits payable under the 
Railroad Retirement and Unemployment Insurance Acts are not subject to 
attachment except by the Internal Revenue Service under a provision of the 
Internal Revenue Code of 1954. This is true also of benefits payable under the 
Social Security Act, and of other payments due from the Federal Government 
such as pay checks to Government employees. 
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Benefits payable under the Railroad Retirement and Railroad Unemployment 
Insurance Acts were not at any time subject to attachment until the above 
mentioned provision was included in the Internal Revenue Code of 1954. The 
bill under this section would abolish this new right of attachment by the Internal 
Revenue Service as to benefits payable under the two railroad systems, 
Obviously, this is a question of Federal tees 4 broader than the administration 
of the two Acts under the jurisdiction of the Railroad Retirement Board. 

Incidentally, this section would also elarify in favor of beneficiaries under the 
railroad systems the question occasionally raised by some States that benefits 
payable under the two railroad systems are subject to State taxes. 


Sections 5 and 6 


Sections 5 and 6 are presumably intended to make inapplicable to this agency 
the President’s Executive Order No. 10440 dated March 31, 1953, that provided 
for schedule C positions and under which practically all Government agencies 
have acted. But sections 5,and 6 would apparently also preclude the continued 
use of schedule A excepted positions and would require that such positions be 
filled competitively in the future. In schedule A are included all attorney posi- 
tions, national reporting officers, special elaims agents, and members of the 
actuarial advisory committee. 

There is one schedule C position in the Board organization, namely, the position 
of administrative (confidential) assistant to the Chairman. In order to permit 
the Chairman to obtain an assistant of his own choice, this position was placed in 
schedule C by the unanimous action of the Board on October 27, 19538, under the 
authority of Presidential Executive Order No. 10440, and this classification of 
this position in accordance with requirements was submitted to and received the 
approval of the Civil Service Commission. 

The effect of sections 5 and 6 on present incumbents in excepted positions now 
in Schedules A and C who happen not to possess “competitive status” is not clear, 
but the bill certainly would prevent any future Chairman or other member of the 
Board from free selection of an assistant, if his choice happened to be someone not 
possessing “‘competitive status.” 

It is understood that the Civil Service Commission is precluded by law from 
holding any examinations for attorney positions and, therefore, the Board would 
apparently not be able to fil! any future attorney vacancy within the competitive 
service. Neither would the Board be able to fill the position outside of the com- 
petitive service by reason of sections 5 and 6 of this bill. 

National reporting officers are officials of national railway labor organizations 
who are nominally employees of the Board for the purpose of collecting and 
reporting information on wages and serviees of labor-organization employees. 
They receive no Government salary but are paid for their expenses when attending 
training meetings, and also have the privilege of using the Government frank for 
Board business. Their positions are obviously not suitable to opening for com- 
petition under the competitive eivil service. 

Special claims agents are appointed in isolated areas (particularly, Indian 
reservations) to take unemployment claims where railroad claims-taking facilities 
are unavailable. The appointments are of men engaged locally in other business 
and are made on the basis of literacy, reliability, and good repute. Compensation 
is on a piece-rate basis. It would be entirely impracticable to conduct examina- 
tions for these positions for inclusion im the competitive civil service. 

The three members of the actuarial advisory committee established by a specific 
provision of the Railroad Retirement. Act. examine and pass upon actuarial esti- 
mates and reports made by the Board’s actuary every 3 years. Compensation 
of two of the members is paid on a per diem basis. Under the law 2 members are 
appointed by the Board, 1 upon recommendation by the railroads, 1 upon recom- 
mendation by the labor organizations, and a third member is named by the 
Secretary of the Treasury from his Department. It would be impracticable to 
have the two Board appointments under competitive civil service. 

The Board is, of course, only one of'many agencies in the executive branch of the 
Federal Government operating under existing rules and regulations of the Civil 
Service Commission and the President’s Executiye order, and having some schedule 
A and schedule C positions. Under such rules and regulations, all agencies have 
the right to employ persons in excepted positions regardless of whether they have 
competitive status. It should be noted that the Board does not now possess and 
has never possessed the power to classify any position as ““Excepted” without 
approval by the Civil Service Commission. Tavotving as sections 5 and 6 do, 


Civil Service matters and even a general presitlential Executive order, common to 
all agencies, it seems there are presented questions of Federal policy much broader 
in application than merely to the Railroad Retirement Board. 
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CONCLUSION © 


The changes in the benefit provisions would become effective the first of the 
month following the month of enactment of the bill, and the Board would be re- 
quired to recertify without application all annuities which would be affected by any 
of the changes proposed in the bill. 

The combined employer-employee taxes for the support of the railroad retire- 
ment system amount to 12.5 percent of taxable payroll with a limit of $350 a 
month in earnings per employee. The latest actuarial estimates made in connec- 
tion with the 1954 amendments to the Railroad Retirement Act show that the 
level cost of benefits under the act is 13.43 peréent of taxable payroll, indicating a 
present deficiency of .93 percent of payroll, or approximately $51 million a year. 

The Board’s estimates of the additional cost of the amendments proposed in 
H. R. 4744 would come to about .47 percent of payroll, or $26 million a year on a 
level basis. This amount, when considered in addition to the present deficiency 
of .93 percent or $51 million a year, would result in a total deficiency in the 
neighborhood of 1.4 percent of payroll, or $77 million a year. All of these esti- 
mates are based on the assumptions of the fifth actuarial valuation. 

The Board recommends that no favorable consideration be given to the bill. 
One member of the Board dissents from this report and his dissenting views are 
set forth below. 

This report has been cleared with the Bureau of the Budget, which informs us 
that there is no objection to its submission. 

Sincerely yours, 
Raymonp J. Keuiuy, Chairman. 
F. C. Squire, Member. 


Minority Report on H. R. 4744 or Horace W. Harper, MEMBER 


I am in favor of the bill H. R, 4744 for the following reasons: 

1, The maximum benefit payable to the wife of a railroad man should not 
be less than that payable to any other man’s wife. 

2. An employee’s annuity is not redueed by any social security benefit. 
His widow should be aecorded the same treatment. 

3. The removal of inequities from the railroad retirement system is a 
policy which the Congress adopted last year in the belief that tle elimination 
of inequities justified the additional cost. 

4. Unlike other Government agencies, the Railroad Retirement Board 
administers a retirement and unemployment insurance system for a single 
industry. Board employees should not be required to identify themselves 
with a partisan political point of view and thus to stake the future of their 
careers on the future of any political party. No good substitute for the 
merit system has yet been devised. 


1. The maximum benefit payable to the wife of a railroad man should not be less than 
that payable to any other man’s wife 

Section 1 of the bill H. R. 4744 merely ¢arries out the congressional policy 
established in 1951 by enactment of Public Law 234, 82d Congress. The Rail- 
road Retirement Act was then amended to provide an annuity for the wife or 
husband of a railroad employee, patterned after a similar provision in the Social 
Security Act. In order to make certain that the spouse’s annuity would be no 
less ‘than a spouse’s benefit under the Social Seeurity Act, the amendment pro- 
vided that the spouse’s annuity be computed in exactly the same way as a spouse’s 
benefit is computed under the Social Security Act; that is, in each case the spouse’s 
monthly benefit would be one-half of the retired employee’s monthly benefit, 
subject to a maximum of $40 a month, the same as that which the social security 
formula then produced. 

The maximum for the spouse’s benefit under the Social Security Act, however, 
has been raised by the 1952 and 1954 amendments to that act. In order to carry 
out the original congressional intent and, at the same time, avoid similar problems 
in the future, section 1 of the bill is so worded as to make certain that at no time 
in the future will a spouse’s annuity under the Railroad Retirement Act be reduced 
by the maximum provision below the maximum spouse’s benefit that could be 
paid to anyone at the same time under the Social Security Act. For example, 
assume @ case in which the employee’s annuity is $150. The spouse’s annuity 
would be one-half of that, or $75, but for the maximum provision limiting the 
annuity, under the present law, to $40, which was the maximum under the Social 
Security Act in 1951. Under the bill, however, the spouse’s annuity would not be 
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limited to $40 but to $51.80, which is now the maximum spouse’s benefit under 
the Social Security Act; and whenever such maximum could be higher than 
$51.80, the same spouse’s annuity would then be increased to the higher amount 
(up to one-half her husband’s annuity), but not retroactively. 


2. An employee’s annuity is not reduced by any social security benefit. His widow 
should be accorded the same treatment 

As in the case of section 1, section 2 of the bill would also be in full accord with 
established congressional policy. Prior to the enactment in 1954 of Public Law 
398, 83d Congress, an annuity of a railroad employee was reduced if he was also 
entitled to an old-age benefit under the Social Security Act. This provision was 
vigorously protested so that no less than 18 bills to repeal it were introduced in 
the 83d Congress. The result was that the tate was repealed on June 16, 
1954, with the consequence that railroad employees now receive both their retire- 
ment annuities and their old-age social-security benefits without reduction. The 
same principle was incorporated to a limited extent by Congress in another amend- 
ment to the Railroad Retirement Act—Public Law 746, 83d Congress, which 
provided that a widow of a railroad employee may receive both her widow’s 
annuity and her railroad retirement annuity in her own right. Section 2 of the 
bill would lift the restriction completely, as in the case of the railroad employees 
themselves, for widows, widowers, parents and children of employees. I can sce 
no justification for distinguishing between a widow of a railroad employee on the 
one hand and the railroad employee himself on the other. Section 2 of the bill 
would therefore treat widows, widowers, parents and children of railroad employees 
in respect of this kind of eligibility the same as the railroad employees themselves; 
that is, these widows and other dependent survivors would be allowed to receive 
their benefits under the Railroad Retirement Act without reduction by reason of 
eligibility for benefits under the Social Security Act, 


3. The removal of inequities from the railroad retirement system is a policy which 
the Congress adopted last year in the belief that the elimination of inequities 
justified the additional cost 


It is estimated that the enactment of the provisions in section 1 would cost 0.22 
percent of payroll, and those of section 2 would cost 0.25 percent, or a total of 
0.47 percent thus increasing the cost of benefits under the Railroad Retirement 
Act from the present 13.43 to 13.90 percent of payroll. Since the total tax for 
the maintenance of the railroad retirement system is only 12% percent 6% on 
railroad employers and 614 on railroad employees) up to $350 a month, the result 
of the enactment would be a deficit, in the long run, of 1.40 percent of payroll 
In this connection I call attention to the fact that the Congress enacted the 195! 
amendments to the Railroad Retirement Act in spite of the fact that the total 
cost of benefits, as the result of such enactment, was increased to 14.43 percent of 
payroll, showing a deficit of 1.93 percent, which is in excess of the 1.40 percent 
deficit estimated to be the result of the enactment of this bill. The fifth actuarial 
valuation, published by the Board early in 1953, showed that the 1.93 estimated 
deficit resulting from the 1951 amendments to the Railroad Retirement Act was 
for various reasons reduced to 0.91 percent of payroll. In the light of similar 
experiences in the past, it is quite possible that the sixth actuarial valuation, to be 
published late this year or early next year, will likewise show a reduction in the 
estimated cost. In any event, it is certain, even on the present estimate, that 
the enactment of this bill would leave the financial status of the railroad retirement 
fund sounder by 0.53 percent of payroll than did the enactment of the 1951 
amendments to the Railroad Retirement Act. 

The congressional policy of avoiding inequities with regard to eligibility under 
the railroad retirement system was established in 1954 when the dual benefit 
restriction against employee annuities was repealed in spite of the added cost 
(Public Law 398, 83d Cong., 2d sess.). At that time the cost of benefits was 13.41 
percent of payroll, showing a deficit of 0.91 percent of payroll. Nevertheless, 
in order to remove what was believed to be an inequity, the Congress repealed the 
dual benefit restriction, which repeal added to the cost 0.15 percent of payroll, 
bringing the deficit to 1.06 percent. The same policy was reaffirmed by Congress 
in 1954 when it enacted Public Law 746, 83d Congress, 2d session, providing that 
a widow of a railroad employee may receive her widow’s annuity without reduction 
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therefrom of her railroad annuity in her own right. The tion of Congress in 
poth instances was that the railroad retirement system should not permit inequities 
and that the elimination of inequities justified the additional cost. The principle 
involved here is exactly the same. 

Sections 3 and 4 of the bill are of a technical and clarifying nature.? 


4. Unlike other Government agencies, the Railroad Retirement Board administers a 
retirement and unemployment insurance system for a single industry. Board 
employees should not be required to identify themselves with a partisan political 
point of view and thus to stake the future of their careers on the future of any 
political party. No good substitute for the merit system has yet been devised 

Sections 5 and 6 of the bill would amend the respective sections of the Railroad 

Retirement Act and the Railroad Unemployment Insurance Act, which give the 

Railroad Retirement Board the authority to hire and employ such persons as it 

finds necessary for the proper discharge of the Board’s functions. All persons in 

the employ of the Board on the date of the enactment of these amendments, 
regardless of position or manner of appointment, will have the protection of the 
competitive civil service. These amendments would not permit the appoint- 
ment, or transfer, of anyone in the Board to any excepted position, and would 
thus assure that the employment, or transfer, of persons to positions such as 

“Schedule C,” and the placing of positions in such schedule, have no place in the 

Railroad Retirement Board which, in accordance with legislative history of the 

Railroad Retirement Act, has been established to administer the railroad retire- 

ment and railroad unemployment insurance programs on a completely nonpartisan 

and nonpolitical basis. The amendments would only make more explicit what is 
now implicit in the present legislation, providing as it does for employment of 

Board personnel under the “civil-service laws and rules,” and setting forth clearly 

a policy een eee without regard to political considerations. 

Thus, of the 3 ard members, 2, a majority of the Board, must come 

from railroad labor and management, respectively, on the basis of selection by 

those interests, and the terms of all 3 members are for 5 years each with not more 
than 1 term beginning in any particular year. The method of selection, length 
of tenure, and the staggering of appointments so as to overlap the 4-year 

Presidential term, together with, and even apart from, the special and limited 


nature of the two programs, demonstrate a clear legislative intent not to permit 
anything other than the strictest nonpolitical and nonpartisan administration of 
these two special programs. 


Horace W. Harper, Member. 


Unitep States Civit Service Commission, 
Washington, D. C., May 2, 1955. 
Hon. J. Percy Priest, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives. 

Dear Mr. Priest: This letter is in reply to your request for the Commission’s 
views on H. R. 4828 and H. R. 4744, bills to amend the Railroad Retirement 
Act of 1937, as amended, and the Railroad Unemployment Insurance Act. 

The Commission does not believe that it is necessary to enact this bill in order 
to protect the merit system within the Railroad Retirement Board. 

he purpose of this bill is to prohibit the Civil Service Commission from 
removing or excepting positions in the Railroad Retirement Board from the 
requirements of the competitive civil service. The bill prohibits removing or 
excepting any positions except member of the Board positions from the competi- 
tive civil service. It would also require the Commission to restore to the com- 
etitive civil service all positions which are now excepted. At present, the 

ilroad Retirement Board is authorized to fill (1) 1 position in schedule C—the 


? Sec. 3 would effect a needed technical correction in the method provided in sec. 5(1) (9) of the Railroad 
Retirement Act for figuring the average ner | remuneration which determines the amount of survivor 
benefits, It would provide in all survivor benefit cases for the computation of this average on the basis of as 
much as $4,200 a year when both railroad and social security credits are involved, just as in the case when 
the computation is made solely on credits from one system alone. Sec. 4 would clarify for the tax collecting 
authorities of certain States who have attempted to tax the receipt of annuities and pensions under the 
Railroad Retirement Act and of unemployment and sickness benefits under the Railroad Unemployment 
Insurance Act despite the prohibition in secs. 12 and 2 (e) of the respective laws. Further, the Internal 
Revenne Code of 1954 placed a restriction on the effect of such sections, without direct amendment, by mak- 
ing benefits payable under these acts subject to attachment. Sec. 4 would restore or make fully effective 
the long-established congressional policy of exempting benefits under the Railroad Retirement Act and the 


rhe ~ Nera Insurance Act from all taxation and attachment, State or Federal, leaving no room 
or 
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administrative (confidential) assistant to the Chairman of the Board; (2) 2 posi- 
tions in schedule A—members of the actuary advisory committee selected by 
the Board, 1 from recommendations made by the representative of the employees 
and 1 from recommendations made by the carriers; (3) an unlimited number of 
special claim agents in schedule A under certain specified conditions; and (4) 
attorney positions in schedule A. The Commission believes that these positions 
have been properly placed in the excepted schedules. ’ 

The Commission believes that the merit system in the Railroad Retirement 
Board can be satisfactorily protected under existing legislation. The existing 
legislation provides that employment shall be under the civil service rules and 
regulations. The civil service rules provide flexible methods of appointment. to 
meet special needs. These needs are recognized in schedules A, B, and C. The 
Commission believes that this flexibility is essential to the effective administration 
of the civil service system. For example, the Commission believes that it is 
quite proper that the railroad employees and railroad management should have 
a voice in selecting the members of the actuary advisory board. It would 
obviously be inconsistent to require that these persons qualify through regular 
competitive civil service procedures, The changing nature of Government 
organization, assignments, duties, and responsibilities together with changes 
affecting the conditions of appointment often require movement of positions from 
the competitive to the excepted service or from the excepted to the competitive 
service. Both types of movements have taken place in the Railroad Retirement 
Board on several occasions in the past. 

The placement of attorney positions in the competitive civil service is contrary 
to present congressional policy. The Commission is specifically prohibited in its 
appropriations act from expending funds for the examining of attorneys. 

The Commission believes that the use of schedules A, B, and C is an essential 
part of the operation of the merit system. The Commission carefully examines 
each request that positions be placed in these schedules, in order to assure itself 
that the positions meet the criteria prescribed by Executive order. The Commis- 
sion does not believe that competitive civil service procedures can satisfactorily 
be applied to every single position in an organization. The Commission cannot, 
therefore, recommend enactment of this legislation. 

We are advised that the Bureau of the Budget has no objection to the submission 
of this report. 

By direction of the Commission: 

Sincerely yours, 
Puitie Youna, Chairman, 





EXEcUuTIVE OFFICE OF THE PRESIDENT, 
Bureau OF THE BupeGst, 
Washington, D. C., June 14, 1956. 
Hon. J. Percy Priest, 
Chairman, Commitiee on Interstate and Foreign Commerce, 
House of Representatives, Washington 25, D. C. 

My Drar Mr. CuairMan: This will acknowledge and reply to your requests 
for the views of the Bureau of the Budget on various bills which would amend 
the Railroad Retirement Act and the Railroad Unemployment Act, specifically 
H. R. 4744 and 11 other identical bills (H. R. 4828, 4879, 4906, 4950, 5039, 5104, 
5148, 5149, 5173, 5182, and 5305). 

These bills would raise the maximum wife’s annuity to the present maximum 
under the old-age and survivors insurance system; permit widows and other 
dependents of railroad workers to obtain dual benefits in certain cases; make 
certain necessary technical amendments and authorize or direct certain adminis- 
trative and procedural changes which do not affect benefits or eligibility for benefits, 

With respect to the first change, the present maximum annuity for a wife under 
the railroad retirement system is $40, as compared with a present maximum under 
OASI of $54.30. The effect of the bill would be to equate the maximum annuity 
under the railroad retirement program with the maximum, now or hereafter, 
available under the OASI program. The OASI maximum benefit has been in- 
creased substantially since 1951 when the present railroad retirement maximum 
was established. It is our understanding that the amendment would affect some 
82,000 railroad wives now on the rolls. In the future an additional 15,000 wives 
coming on the rolls each year will benefit similarly. Because of special circum- 
stances, some 4,000 other wives and widows would also receive small increases. 

The Bureau of the Budget favors the correction of any inequities that may 
exist in wives’ benefits as between the two programs. However, the amount of 8 
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wife’s annuity under railroad retirement cannot be divorced from certain other 
considerations which are of basic importance in the railroad retirement system. 
Most important is the fact that the railroad retirement system stresses family 
benefits as opposed merely to the benefit for a wife or widow. Under the cir- 
cumstances which now prevail, the annuities of employees under railroad retire- 
ment are considerably higher than the average of primary benefits available under 
OASI. It follows that railroad family benefits are higher than the family benefits 
under OASI. Furthermore, by reason of credit of prior service to older workers, 
the burden of cost of the proposed measure would fall on the younger workers. 
These factors, when considered in the light of the additional fact that the bill 
makes no provision for increasing the revenues of the system, leads us to recom- 
mend that the committee consider most carefully whether the proposed increase 
in the wife’s annuity is justifiable. 

Section 2 of the bill would permit widows of railroad workers and other de- 
pendents to obtain dual benefits in certain cases. While probably less than 
6,000 individuals would be affected by this provision, we are concerned that it 
would authorize the third in a series of departures from the 1951 action toward 
coordination of the railroad retirement system and the old-age and survivors 
insurance system. It was one of the purposes of the 1951 statute to recognize 
and compensate for the fact that both the OASI and railroad retirement programs 
provide benefits which are weighted to favor workers with limited wage credits. 
As a result, if persons were permitted to qualify under both programs, they would 
receive excessively high aggregate benefits. Accordingly, the 1951 amendments 
to the Railroad Retirement Act provided a series of offsets. However, in 1952 
railroad retirement annuitants were permitted to obtain benefits from both systems 
without any offset. In 1954 the act was again revised, and a railroad widow who 
herself had worked as a railroad employee and earned a right to an annuity was 
authorized to receive both her annuity and her widow’s benefit without any 
reduction in either. 

If the 1951 principle of coordination, which the Bureau of the Budget supports, 
is to be abandoned, then it would seem to the Bureau that the entire question of 
weighting of benefits where dual benefits are involved needs to be reconsidered. 
It is our belief that more rather than less coordination should be the ultimate goal. 
Such further coordination should accept and maintain as the central consideration 
the principle that the railroad retirement system is primarily a staff pension plan 
for long-time railroad workers who qualify for its benefits over and above basic 
benefits which should directly parallel or be equivalent to the basic benefits under 
the OASI system for persons with 10 vears in covered employment. Thus. it 
seems to us that the amendment which would be made by section 2 moves in the 
wrong direction. We would recommend against its favorable consideration. 

The technical amendments contained in section 3 of the bill are without objec- 
tion. 

With respect to section 4, which would place railroad retirement and railroad 
unemployment insurance payments beyond attachment by the Internal Revenue 
Service, the Bureau wishes to point out that this would effect a partial repeal of 
recent amendments to the Internal Revenue Code which brought railroad retire- 
ment and other like benefits within the purview of attachment for income tax 
purposes. If this provision of law is to be changed, we believe it should be changed 
across the board on a generalized basis and not on a piecemeal basis. In view of 
the fact that the authority to levy upon such benefits, among cthers, has only 
recently been granted by the Congress, and since repeal of this authority with 
respect to railroad retirement benefits may have serious implications with respect 
to other forms of income, the Treasury believes that any change in the present 
rules should be made only after the most careful and deliberate consideration. 
We, accordingly, recommend against favorable consideration of this section. 

The Bureau also opposes and recommends against favorable consideration of 
the amendments proposed by section 5 and section 6. The Railroad Retirement 
Board, in our judgment, should be subject to and bound by the same rules respec- 
ting appointment, employment tenure, and pay and privileges as apply to other 
Federal agencies within the civil-service system. Mandatory exclusion by statute 
seems to us to be unsound. 

Sincerely yours, 
Donatp R. Beucuer, Assistant Director. 
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MODIFYING THE PROJECT FOR THE DENISON RESERVOIR ON RED 
RIVER IN TEXAS AND OKLAHOMA IN ORDER TO PROVIDE FOR A 
HIGHWAY BRIDGE ACROSS LAKE TEXOMA 





Joy 1, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Buarntx, from the Committee on Public Works, submitted the 
following 


REPORT 
[To accompany H. R. 66411 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6641) to modify the project for the Denison Reservoir on Red 


River in Texas and Oklahoma in order to provide for a highway 
bridge across Lake Texoma, having considered the same, report 


yong thereon without amendment and recommend that the bill 
© pass. 


PURPOSE OF THE BILL 


The purpose of the bill and the facts which recommend its enactment 
are set forth below in the language which is quoted from Senate Report 
No. 391, filed by the Committee on Public Works in the Senate recom- 
mending enactment of identical legislation, S. 1318: 


The bill, as reported, modifies Public Law 761, 75th Congress, 3d session, which 
authorized the construction of the Denison Dam and Reservoir on Red River 
Tex. and Okla. The act has the effect of authorizing the construction of a fixed 
bridge at the Willis site, Denison Reservoir, Tex. and Okla., and provides that the 
States of Texas and Oklahoma shall each contribute the sum of $606,000 toward 
the cost of the work contemplated under this act. 


EXPLANATION OF THE BILL 


The committee finds that at the time construction was initiated on Denison 
Reservoir in 1941, contracts were executed between the United States and the 
States of Texas and Oklahoma, which provide, in part, that in consideration of the 
sum of $606,000 to be paid to each State, the United States would be granted a 
perpetual flowage easement over such highways as would be inundated by the 
construction, maintenance, and operation of Denison Reservoir. 

Che basis for the payments was the estimated cost of constructing a new bridge 
across Lake Texoma at the Willis site although the contracts did not require the 
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construction of a bridge. In 1941 the estimate was predicated on costs which wore 
to apply to conditions prior to impoundment of water in the reservoir. | 

In compliance with the understanding and terms of those contracts, parts of 
Texas State Highway No. 91 and Oklahoma State Highway No. 99 within the 
Lake Texoma limits and the then connecting bridge across Red River were 
abandoned. Planning was then initiated by the two States with a view to con- 
structing a new bridge which would cross at the Willis site with the expectation 
that construction would be completed prior to inundation caused by closure of 
the dam outlets during the time that the bridge could be constructed on dry 
land. 

The two States attempted to obtain clearance from the War Production Board 
for the acquisition of critical materials to construct a — at the new crossing, 
but such clearance was denied by the War Production Board. The Corps of 
Engineers also exerted considerable effort to aid the two States in securing critical 
materials by utilizing priorities granted to them for the construction of the dam 
which was considered as essential as a defense measure; however, the War Pro- 
duction Board likewise denied this application. Thus, construction of the new 
highway crossing was not possible until about 1946, at which time the Willis site 
was permanently inundated and construction costs had increased substantially 
over those prevailing in 1941. 

The Committee on Public Works of the Senate and the Committee on Public 
Works, House of Representatives, adopted on August 18, 1949, and April 21, 
1950, respectively, resolutions requesting the Corps of Engineers to restudy the 
Denison Reservoir project, with a view to determining modifications of the recom: 
mendations contained therein, particularly with reference to the crossing over 
Lake Texoma at the Willis site. 

The report of the Chief of Engineers is contained in House Document No. 496, 
83d Congress, 2d session. In House Document 496 the Chief of Engineers recom- 
mended that additional payment be made by the United States to the States of 
Texas and Oklahoma, toward defraying the increased cost of construction of a 
bridge at the Willis site, providing, however, that each State contributed the sum 
of $606,000 previously allowed them by the United States toward the constructio! 
of the bridge, which was the estimated cost of constructing the facility at that 
time. However, the Bureau of the Budget did not concur in the findings of th: 
Chief of Engineers and, accordingly, he withdrew his recommendations of January 
23, 1953, as contained in his report to the Congress. 

On the basis of the testimony before the committee, there can be no question 
but that the States of Oklahoma and Texas diligently sought to obtain the neces- 
sary materials to construct the bridge, in accordance with the contract for reloca- 
tion between the Corps of Engineers and these States, but that they were prevented 

rom performing the construction by the denial of the War Production Board 
for the necessary materials which were not available to them until 1946. 

By 1946 the cost of materials had increased and, in addition thereto, by an 
act of the Government, the Willis Bridge site was inundated to a depth of approxi- 
mately 80 feet, thus causing a great increase in the cost of construction over that 
which would have prevailed had the bridge been constructed on dry lands in 1941. 

The committee has requested the Corps of Engineers and the State highway 
departments of Texas and Oklahoma to submit estimates of the costs for the 
previous periods and the present costs of constructing a bridge at the Willis site. 
These estimates are as follows: 


(1) Estimated cost 1941 (dry conditions) 
(2) Estimated cost 1941 (after flooding) 1, 912, 000 
a), aM PRUIR OORT NE oa hares wilnneinimidl ss eh ataserebeinh miei Enastetes thie 2, 619, 000 
(4) Hegmmived 0086 1955... 5. cde anaisddocsivind Guu biewieecsust 6, 000, 000 


$1, 212, 000 


ee 


ee eee ee mm we meee meee 


The estimated cost of $6 million may be more or less, depending on the con- 
ditions prevailing at the time of construction. 

Testimony before the committee has brought out the fact that the communities 
on both sides of Lake Texoma have been adversely affected, to a great degree, 
by a crossing over the reservoir at the Willis site. Furthermore, other highways, 
forced to serve as a substitute for the Willis crossing, have been greatly over- 
burdened. Recreational development has been retarded, marketing costs for 
agricultural production have been increased, and many other economic losses 
have resulted to both States. 
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PROVIDE FOR A HIGHWAY BRIDGE ACROSS LAKE TEXOMA 


The report of the Bureau of the Budget stated that— 


such payment might be construed as admitting liability for damazes caused by 
the materials priority system established during the time of emergency and could 
thus establish a precedent, the far-reaching effects of which could not be evaluated 


at this time. 

The committee considered the matter and a clean bill, H. R. 6641, 
was introduced by the sponsor whereby the act authorizing the con- 
struction of the Denison Reservoir was modified to include the com- 
pletion of the highway relocation which the committee feels was 
intended and was the basis of the original settlement with the States 
of Texas and Oklahoma. The committee considers the construction 
of the bridge at the Willis site a part of the Denison Reservoir project 
which should be borne by the Federal Government as a part of the 
relocation of transportation facilities. 
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—— 





AMENDING THE PUBLIC BUILDINGS PURCHASE 
CONTRACT ACT OF 1949 





Juny 1, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Jones of Alabama, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 6472] 


The Committee on Public Works, to whom was referred the bill 

(H. R. 6472) to amend further the Public Buildings Act of 1949 to 
romote the redevelopment of the southwestern portion of the 

District of Columbia, having considered the same, reports favorably 

thereon with amendment and recommends that the bill do pass. 

The amendment is as follows: 

Amend the title so as to read: 


A bill to amend the Public Buildings Purchase Contract Act of 1954. 


H. R. 6472 would amend Public Law 519, 83d Congress, the Public 
Buildings Purchase Contract Act of 1954. Title I of Public Law 519 
added a new section to the Public Buildings Act of 1949 to provide for 
the construction of publie buildings by the Administrator of General 
Services through purchase-contract agreements. The bill reported by 
the committee is a supplement to the Public Buildings Purchase 
Contract Act applicable to the construction of buildings on a so-called 
lease-purchase basis in the southwestern portion of the District of 
Columbia. The construction of public buildings in this area involves 
considerations not dealt with in the Public Buildings Purchase Con- 
tract Act of 1954 and additional legislation appears to be necessary. 

The committee’s report (H. Rept. 875, 83d Cong.) on the Public 
Buildings Purchase Contract Act of 1954 sets forth in considerable 
detail the reasons for the enactment of purchase-contract legislation 
for the construction of Federal buildings. The reasons for authorizing 
the Administrator of General Services to construct buildings on a 
lease-purchase basis are equally —— to construction of buildings 
in the southwestern portion of the District of Columbia. In addition, 
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2 AMEND PUBLIC BUILDINGS PURCHASE CONTRACT ACT OF 1949 


there are certain special considerations which apply to the construc. 
tion of public buildings in this area. 

Under the District of Columbia Redevelopment Act of 1945 and 
the Housing Act of 1949, the Redevelopment Land Agency, the Na- 
tional Capital Planning Commission, the District of Columbia Com- 
missioners, and other interested agencies have had under considera- 
tion the design of a plan for the redevelopment and rebuilding of the 
southwestern portion of the District of Columbia, a notorious slum 
area. It is contemplated that this redevelopment. will: be: accom- 
plished in large part through the use of private capital. 

The Redevelopment Land Agency informed the committee that an 
appropriate setting could be created for public buildings in the south- 
western area in connection with the redevelopment project. It was 
also indicated that the location of Federal buildings in this area would 
enhance values in the rebuilt area and would thus lower the cost of 
redevelopment since the Redevelopment Land Agency would thereby 
be enabled to sell land acquired by it at a higher price. It was pointed 
out by Agency representatives that in other cities redevelopment 
projects.are being centered around public buildings and civic centers. 

The committee feels that in view of the fact that the redevelopment 
of the southwest area of the Capital City is of national importance the 
buildings provided under lease-purchase contracts should conform to 
the overall plan for redevelopment of that area. 

The construction of additional permanent office space for the needs 
of the Federal Government in the District of Columbia will make it 
possible to accelerate the program for the removal of temporary 
Government buildings. It is the opinion of the committee that a 
start on the removal of temporary buildings is long overdue. To 
insure that this is done, the bill includes a requirement that when any 
building is constructed pursuant to a purchase-contract agreement in 
the southwestern area and is occupied, that the Administrator of 
General Services shall cause to be demolished temporary Government 
buildings of equivalent occupancy. 

H. R. 6472 is authorizing legislation only and will enable the execu- 
tive branch of the Government to carry out this program in the best 
interests of the Federal Government and the District of Columbia. 
Congress will have an opportunity to pass on any project proposed 
since the prospectus required by section 411 with respect to any 
proposed purchase contract must be submitted for approval of the 
Committees on Public Works of the Senate and of the House of 
Representatives. 

ANALYSIS OF THE BILL 


The bill inserts a new section 412 in the Public Buildings Act of 
1949, as amended, immediately after section 411 of that act. Section 
411 embodies the provisions of the Public Buildings Purchase Con- 
tract Act of 1954. All of the provisions of that act will be applicable 
to lease-purchase projects in the southwestern portion of the District 
of Columbia except to the extent provided otherwise in H. R. 6472. 

Subsection (a) of the proposed new section of the Public Buildings 
Act of 1949 would require that the Administrator of General Services 
conform to the plan for redevelopment of the southwestern. portion 
of the District of Columbia pursuant to the District of Columbia 
Redevelopment Act of 1945 whenever he exercises his authority to 
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AMEND PUBLIC BUILDINGS PURCHASE CONTRACT ACT OF 1949 3 


enter into lease-purchase agreements in such southwestern area under 
the Public Buildings Purchase Contract Act of 1954. H. R. 6472 
requires that any such purchase contract agreements shall be for 
terms of not less than 10 years nor more than 30 years. Under the 
Public Buildings Purchase Contract Act of 1954, the prescribed term 
is not less than 10 years nor more than 25 years. 

Subsection (b) specifically authorizes the Administrator of General 
Services to exchange lands of the United States under his control 
within the southwestern area of the District of Columbia for other 
lands of equivalent value within the same area owned by the District 
of Columbia Redevelopment Land Agency. 

Subsection (c) provides that when the Administrator of General 
Services occupies a building in the southwestern portion of the Dis- 
trict of Columbia pursuant to a purchase contract agreement, he 
shall cause to be demolished temporary Government buildings in the 
District of Columbia of equivalent occupancy. 

Subsection (d) provides that, in entering into lease-purchase con- 
tracts within the southwestern portion of the District of Columbia, 
the Administrator of General Services is authorized to negotiate pur- 
chase contracts. In negotiating contracts, however, the Administrator 
would be required to comply with those provisions of title III of the 
Federal Property and Administrative Services Act of 1949, as amended, 
which are applicable to contracts negotiated pursuant to section 302 
(c) (14) of that act. The Administrator would also be required to 
take all practical steps to insure competition among prospective 
contractors. 

In granting this authority to the Administrator of General Services 
to negotiate contracts in the southwestern area of the District of Co- 
lumbia, the committee took into consideration the statement of a 
representative of the General Services Administration that such 
authority might be very desirable in order to make possible the con- 
le ag of Government buildings within integrated redevelopment 
plans. 

Since the buildings would constitute an integral part of an overall 
redevelopment project, they must be comparable in design and site 
layout with the redevelopment project and their construction must be 
hatte to conform to other aspects of the redevelopment project. 
Further, suitable flexibility may be needed to accord with changes in 
the redevelopment plan as it is consummated. 

As earlier noted, the provisions of subsection (e) of section 411 of 
the Public Buildings Act of 1949, as amended, which provides that 
no appropriations shall be made for purchase-contract projects unless 
such projects have been approved by the Committees on Public 
Works of the Senate and House of Representatives will be applicable 
to contracts with respect to the southwest area of the District of 
Columbia. Hence, the appropriate committees of the Congress will 
have opportunity to satisfy themselves that the Government’s inter- 
ests have been protected in such contracts. 

There is also included in subsection (f) of the proposed new section 
412 a requirement that any proposed purchase contract for the south- 
western area be published in the Federal Register for a period of 10 
consecutive days from date of submission to the respective committees. 

Section 411 (e) of the Public Buildings Act of 1949, as amended, 
which is the section providing for approval by the appropriate con- 
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gressional committees of lease-purchase contracts, contains certain 
procedural provisions which are not adapted to the situation in the 
southwestern portion of the District of Columbia. Thus, that sec- 
tion provides that approval of the Committees on Public Works must 
be secured within 3 years after the date of enactment (July 22, 1954) 
of the Public Buildings Purchase Contract Act of 1954. Since 1 year 
of that period has already passed, and since the proposed southwestern 
redevelopment project mvolves many complexities, the committee 
has substituted, in subsection (e) of the proposed new section, a 
5-year period. 

Under subsection (e) of section 411 of the Public Buildings Act of 
1949, the Administrator of General Services is required to transmit 
to the Committees on Public Works of the Senate and House of 
Representatives, respectively, a prospectus of each proposed lease- 
purchase project for consideration “ such committees. Certain 
statements and certificates required to be included in such prospectus 
are not appropriate in connection with projects in the southwestern 
portion of the District of Columbia. Thus subdivision (3) of section 
411 (e) would require a certificate of need for the space signed by the 
head of the agency or agencies which would use the facility. Since 
one of the objectives of the pending legislation is to assist im the 
removal of temporary buildings, and since, in any event, the Admin- 
istrator of General Services is charged with overall responsibility for 
the assignment of space, such a provision appears to be inappropriate 
for projects carried out under H. R. 6472. 

The Board of Commissioners of the District of Columbia have ad- 
vised the committee that the Bureau of the Budget has indicated no 
objection to the bill. The Commissioners recommend favorable 
action. The District of Columbia Redevelopment Land Agency sub- 
mitted a favorable report, a portion of which is as follows: 


The Land Agency’s program is presently centered in the southwest part of the 
city and is concentrated on the deplorable slum and blighted conditions in this 
section with a view to removing the festering conditions and creating a neighbor- 
hood which should become one of the most beautiful and productive areas of the 
city. This is to be accomplished through the process of redevelopment by the 
joint efforts of Government and private enterprise. 

At present the Land Agency is nearing the completion of its acquisition and relo- 
cation program in Southwest Redevelopment Project Area B, that 76-acre tract 
between South Capitol and 4th and E and I Streets SW. This pioneer redevelop- 
ment project is the beginning of the slum-reclamation job in that area of the city, 
which must be rebuilt and slum-proofed against further blight and decay. 

After reviewing the provisions of the pending bill, the Redevelopment Land 
Agency feels that it offers an efficient and workable method for the construction 
of needed public buildings in this section of our city and for the elimination of 
defacing temporary structures which have long been the subject of so much 
public concern. Both of these concepts are in complete harmony with the plans 
to rebuild the Southwest. It is contemplated that this area will include, in addi- 
tion to the newly erected public buildings, a major south mall connecting the 
Southwest with the rest of the’city, a magnificent waterfront, modern and decent 
housing for families of all income groups, a new shopping center, parks, and 
community facilities, as well as an inspiring cultural and entertainment center 
surrounding a pedestrian esplanade to be known as L’Enfant Plaza. We feel that 
all of these features will provide a stimulating contribution to the beauty and 
economy of the city. 

In conclusion it is our opinion that the pending bill recognizes the impor- 
tance of redevelopment and urban renewal in the Nation’s Capital, pursuant 
to the District of Columbia Redevelopment Act of 1945 and the Housing Acts of 
1949 and 1954. We feel that the bill makes possible in a feasible and economic 
manner the replacement of the inadequate temporary structures with modern 
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public buildings in keeping with the overall plan for southwest Washington. We 
feel that such legislation is highly significant to the seat of government and 
therefore strongly recommend its enactment. 


The report of the General Services Administration is as follows: 


GENERAL Services ADMINISTRATION, 
Washington, D. C., June 17, 1956. 
Re H. R. 6472. 
Hon. CuHaruzs A. Buck.ey, 
Chairman, Committee on Public Works, 
House of Representatives, Washington, D. C. 

DgaR CONGRESSMAN Buckizy: Our views on H. R. 6472 have been requested 
informally by your committee staff. 

During hearings before your Subcommittee on Buildings and Grounds on 
June 15, our general counsel, Maxwell H. Elliott, testified in favor of the bill. 

The bill is identical to S. 1290, passed in the Senate on June 8, 1955. 8. 1290 
as originally introduced is identical to H. R. 4789, concerning which the jviews 
of this agency were requested by your letter of March 12, acknowledged March 15, 
and H. R. 1760, both now pending before your committee. 

As passed in the Senate, S. 1290 is an nlleption by the Senate of a bill proposed 
by this Administration, with modifications, as a substitute to S. 1290 as originally 
introduced. 

H. R. 6472 expressly manifests the intent of Congress that provision of accom- 
modations for executive agencies by GSA as a part of the program for redevelop- 
ment of the southwest portion of the District of Columbia be accomplished on a 
lease-purchase basis. 

As an amendment to the Public Buildings Purchase Contract Act of 1954 (title 
I, Public Law 519, approved July 22, 1954) the bill extends to such provision of 
accommodations all of the safeguards imposed by the Congress on the provision 
of accommodations for executive agencies elsewhere in the United States. 

In addition, the bill contains provisions for the treatment of the special condi- 
tions that exist in the District of Columbia, including demolition of temporary 
structures, conformity to the overall redevelopment plan, 30-year amortization, 
and extension of the time within which the contracts may be executed, which 
contracts may be negotiated provided all practicable steps to insure competition 
are taken. 

Since the bill is identical to the Senate passed bill proposed by us, we are in 
accord with its objectives and recommend passage. 

The Bureau of the Budget has advised that they favor enactment of this bill 
and, therefore, they have no objection to the submission of this report. 

Sincerely yours, 
J. E. Moopy, Acting General Counsel. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law proposed by the bill are 
shown in parallel columns as follows: 


Pusuic Buitpincs Purcnase —— or 1954 (Pustic Law 519, 83d 
ONG. 


EXISTING LAW NEW LANGUAGE 


Sec. 412. All Acts and parts of Acts Sec: 412. (a) In exercising the 
inconsistent or in conflict with the fore- authority contained in section 411 
going provisions are hereby repealed to within the southwestern portion of the 
the extent of such inconsistency or District of Columbia, the Administrator 
conflict. of General Services shall conform to the 

plan for redevelopment of that area 
ursuant to the District of Columbia 
edevelopment Act of 1945. Purchase 
contract agreements for this area shall 
be for terms of not less than ten years 
nor more than thirty years. 
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EXISTING LAW NEW LANGUAGE 


(b) The Administrator of General 
Services is authorized to transfer lands 
of the United States under his control 
needed by the District of Columbia 
Redevelopment Land Agency to said 
Agency within the southwestern portion 
of the District of Columbia, and in 
consideration therefor, to accept from 
said Agency other lands and interests of 
equivalent value within the same area: 

(c) Whenever the Administrator of 
General Services initially occupies a 
building in the southwestern portion of 
the District of Columbia pursuant to a 
purchase contract agreement, he shall 
thereupon cause to be demolished tem- 
porary Government building space in 
the District of Columbia of equivalent 
occupancy. 

(d) In exercising the authority con- 
tained in section 411 within the south- 
western portion of the District of 
Columbia, the Administrator of General 
Services is hereby authorized, pursuant 
to section 302 (c) (14) of the Federal 
Property and Administrative Services 
Act of 1949, as amended, to negotiate 
purchase contracts, in accordance with 
title III of such Act. In negotiating 
such contracts, the Administrator shall 
take all practicable steps to insure 
competition among prospective con- 
tractors. 

(e) The limitation of three years set 
forth in the second sentence of section 
411 (e) shall be read as five years with 
respect to purchase contracts for proj- 
ects within the southwestern portion of 
the District of Columbia. 

(f) In transmitting the prospectus re- 
quired by section 411 with respect to 
any proposed purchase contract for a 
project within the southwestern portion 
of the District of Columbia, which shall 
be published in the Federal Register for 
a period of ten consecutive days from 
date of submission to the respective com- 
mittees, the Administrator shall not be 
required to include the certificate re- 
ferred to in subdivision (3) of section 
411 (e). 

Sec. 413. All Acts and parts of Acts 
inconsistent or in conflict with the fore- 
going provisions are hereby repealed to 
the extent of such inconsistency or 
conflict. 
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CONSIDERATION OF H. R. 7089 





Jur 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Bourne, from the Committee on Rules, submitted the following 


REPORT 


[To accompany H. Res. 295] 


The Committee on Rules, having had under consideration House 


Resolution 295, report the same to the House with the recommendation 
that the resolution do pass. 
O 
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REVIVING AND REENACTING THE ACT AUTHORIZING THE 
ARKANSAS-MISSISSIPPI BRIDGE COMMISSION, ITS PUBLIC 
SUCCESSORS OR PUBLIC ASSIGNS, TO CONSTRUCT, MAINTAIN, 
AND OPERATE A BRIDGE ACROSS THE MISSISSIPPI RIVER AT 
OR NEAR FRIAR POINT, MISS., AND HELENA, ARK., APPROVED 

MAY 17, 1939 

















Juty 1, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Buatnik, from the Committee on Public Works, submitted the 
following 


REPORT 


{To accompany H. R. 6417] 





















The Committee on Public Works, to whom was referred the bill 
(H. R. 6417) to revive and reenact the act authorizing the Arkansas- 
' Mississippi Bridge Commission, its public successors or public assigns, 
' to construct, maintain, and operate a bridge across the Mississippi 
_ River at or near Friar Point, Miss., and Helena, Ark., approved May 
17, 1939, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 
‘ H. R. 6417 would revive and reenact the act which authorized the 
Arkansas-Mississippi Bridge Commission, its public successors or 
— assigns, to construct, maintain, and operate a bridge across the 
lississippi River at or near Friar Point, Miss., and Helena, Ark., 
approved May 17, 1939, as amended June 19, 1948. 

The legislation is necessary since the authorization granted by the 
1939 act mo expired by limitation. The 1948 amendment authorized 
appointment of additional members to the bridge commission. 

The committee is informed that the States of Arkansas and Missis- 
sippi are making arrangements for the construction of the bridge and 
are well along on the planning. Inasmuch as the act authorizing the 
construction of the bridge was approved May 17, 1939, which was 
prior to enactment of the Legislative Reorganization Act of 1946, 
containing the General Bridge ‘Act (title 5), the committee considered 
it appropriate to continue the original authorization. 

There are no Federal funds involved in this legislation. 

The Department of the Army has no objection to legislation to 
extend the times for commencing and completing the construction of 
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2 REVIVE AND REENACT ACT AUTHORIZING MISSISSIPPI RIVER BRIDGE 


the ag: as evidenced by the following report on H. R. 4021, a bill 
which H. R. 6417 supersedes and which was introduced to include 


amendments suggested by the Secretary of the Army: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., April 20, 1956. 
Hon. Cuartes A. Bucktey, 
Chairman, Committee on Public Works 
House of Representatives. 


Dear Mr. Cuareman: Reference is made to your SNe for the views of the 
Department of the Army with respect to H. R. 4021, a bill to extend the times for 
commencing and completing the construction of a bridge across the Mississippi 
River at or near Friar Point, Miss., and Helena, Ark. 

The Department of the Army has considered the above-mentioned bill. The 
purpose of the bill is to extend the times for commencing and completing the 
construction of a bridge across the Mississippi River at or near Friar Point 
Miss., and Helena, Ark., authorized to be built by the Arkansas- Mississippi 
Bridge Commission by an act of Congress approved May 17, 1939 (53 stat. 747), 

The Department of the Army offers no objection to the enactment of H. R. 
4021. However, since the authorization granted by the act referred to above 
has expired by limitation, it is oe that the bill be revised to provide for 
reviving and reenacting the act of May 17,1939. A draft of revised bill conform- 
ing to this recommendation is herewith. Attention is also invited to the fact 
that the act of May 17, 1939, was amended by an. act approved June 19, 1948. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
CHARLES FINUCANE. 
Acting Secretary of the Army. 
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AMENDING THE COMMUNICATIONS ACT OF 1934 IN 
REGARD TO PROTESTS OF GRANTS OF INSTRUMENTS 
OF AUTHORIZATION WITHOUT HEARING 





Joxy 1, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Priest, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 


[To accompany H. R. 5614) 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 5614) to amend the Communications Act of 
1934 in regard to protests of grants of instruments of authorization 
without hearing, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 2, line 13, after the word “Commission” insert “, after affording 
protestant an opportunity for oral argument,’’. 

Page 2, line 16, after the word ‘“(Commission’’ insert: 
may in such decision redraft the issues urged by the protestant in accordance with 
the facts or substantive matters alleged in the protest, and 

Page 2, line 24, substitute the word “facts” for the word “matters”, 

Page 2, line 25, substitute the words ‘adopted or specified” for the 
words “specifically adopted’’. 

Page 2, line 25, after the word “Commission,” insert: ‘on its own 
motion,’’, 

PURPOSE OF LEGISLATION 


This bill is intended to amend section 309 (c) of the Communica- 
tions Act of 1934 so as to prevent the abuse of the protest procedure, 
rovided for therein, by persons who are primarily concerned with the 
urtherance of their own private economic interest, and who are in a 
Position to use the existing provisions of the section to delay the 
institution of radio or television services which the Federal Communi- 
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cations Commission, without a hearing, has approved as being in the 
public interest. The bill intends to accomplish this purpose by— 

(1) Eliminating the necessity for holding full evidentiary hear- 
ings with respect to facts alleged by a protestant which, even if 
proven to be true, would not constitute grounds for setting aside 
the grant which the Commission has made; and 

(2) Giving the Commission some discretion to keep in effect 
the authorization being protested where the Commission finds 
that the public interest requires the grant to remain in effect. 


NEED FOR LEGISLATION 


Section 309 (c), which permits any “party in interest” to protest 
radio and television authorizations granted by the Commission without 
hearing, was enacted into law by the Communications Act amend- 
ments, 1952. 

Congress, in enacting section 309 (c), attempted to provide a means 
whereby any ‘‘party in interest”’ would have an opportunity to obtain 
a hearing before the Commission where he raises legitimate putlic 
interest considerations which indicate that the authorization granted 
should not have been made. In addition, the section was designed 
to maintain the s/atus quo while the Commission held a hearing on 
the issues raised in the protest. If the Commission finds that the 
protestant is a “‘party in interest” and that he has specified with 
particularity the facts, matters, and things which be relies upon, the 
statute requires that the application involved must be set for hear- 
ing on the issues set forth in the protest, as well as upon any other 
issues specified by the Commission. Pending the hearing and the 
Commission’s decision on the protest, the Commission is required to 
postpone the effective date of the authorization which it has granted, 
unless the Commission finds that the authorization involved is nec- 
essary to the maintenance or conduct of an ezisting radio or tele- 
vision service. In the latter event, this section authorizes the Com- 
mission to permit the authorization protested to remain in effect 
pending the Commission’s decision after a hearing. 

The protest provision has now been in effect for almost 3 years. 
On the basis of the experience with the existing provisions of the 
section, as presented during the hearings on this bill by the Federal 
Communications Commission as well as the other witnesses, including 
broadcasters and representatives of the Federal Communications Bar 
Association, your committee is convinced of the necessity for amending 
section 309 (c). 

Two factors in particular necessitate the making of changes. 

First, court interpretations of section 309 (c) have created con- 
siderable doubt whether the Commission now has the authority to 
dispose of any protest without holding a full evidentiary hearing, once 
the protestant has shown himself to be a party in interest and has 
detailed his objection to the grant. Thus, a full evidentiary hearing 
may now be required although the facts alleged in the protest, even 
if true, would not be grounds for setting aside the grant. This results 
in a considerable and useless administrative burden on the Commission. 

Second, except in the case of an already existing service, the pro- 
visions of section 309 (c) make it mandatory for the Commission to 
stay the effectiveness of the protested grant pending the outcome of 
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the full evidentiary hearing. As a result of such a stay the public 
may be deprived unnecessarily for a prolonged period of time of @ 
new radio or television service. 

Third, the situation resulting from the first two factors is aggra- 
vated further by reason of the fact that broad classes of persons ae 
standing as “parties in interest” to file protests. Not only may radio 
and television licensees protest grants of radio or television authoriza- 
tions, respectively, but radio licensees may protest television grants 
and vice versa television licensees may protest radio grants, and even 
newspapers without radio interests which have alleged a threat of 
economic injury may protest radio or television grants. In many of 
these cases the protests are based on grounds which have little or no 
relationship to the public interest. 

While the classes of persons who have standing as “parties in 
interest”’ to file protests are very broad, the committee believes that 
the continuance of abuses of section 309 (c) can be curbed by the 
amendments to section 309 (c) proposed in this bill without attempting 
to limit such classes of persons. 

In order to meet the first factor mentioned above, the committee 
recommends that the statute be amended to make it perfectly clear 
that the Commission has the authority to dispose of protests without 
holding a full evidentiary hearing where the Commission finds that 
the facts alleged in the protest, even if proven true, would not con- 
stitute grounds for setting aside the grant being protested. This 
would give the Commission authority to demur to any or all of the 
issues raised by the protestant, aod would be similar to a court’s 


authority to issue a summary judgment in appropriate proceedings. 
This would serve to protect the public interest and to prevent the 


statute from being used merely as a vehicle to delay the institution of 
a competitive service. 

In order to meet the second factor mentioned above, the committee 
recommends that section 309 (c) be amended so as to empower the 
Commission, even where a full evidentiary hearing is ordered, to con- 
tinue the protested authorization in effect if the Commission affirma- 
tively determines that the public interest so requires and sets forth 
in its decision the reasons for such determination. 


EXPLANATION OF COMMITTEE AMENDMENTS 


The committee has amended the bill to provide that the Commis- 
sion shall afford the protestant an opportunity for oral argument be- 
fore it may eliminate as insufficient any issue which has been raised. 
This amendment was proposed during the hearings on the bill by the 
Federal Communications Bar Association. ‘The Commission has in- 
dicated that it has no objection to this requirement being written 
into the statute. 

Under the existing statute there has been some doubt as to the 
Commission’s authority to redraft the issues specified by the protest- 
ant in his protest. Such authority to redraft the issues is considered 
necessary since those set forth by the protestant may not accurately 
reflect the facts alleged in the protest and may include matters which 
are irrelevant to a determination as to whether the grant in question 
is in the public interest. The committee has amended the bill so as 
to (1) spell out the right of the Commission to redraft issues based on 
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the facts alleged in the protest, and (2) make it clear who has the 
burden of proof with respect to the issues in a protest hearing. The 
Commission has agreed to these changes, which were esopeenlh by the 
Federal Communications Bar Association. 


FeperaL CoMMUNICATIONS COMMISSION, 
Washington 25, D. C., March 21, 1956. 
Hon. Sam Rayspourn, 


Speaker of the House of Representatives, 
Washington 25, D. C. 


Dear Mr. Speaker: The Commission wishes to recommend for the considera- 
tion of the Congress a proposed amendment to section 309 (c) of the Communica- 
tions Act of 1934, as amended. A proposed bill is attached as an appendix to 
this letter. The objective of the proposed legislation is to clarify the so-called 
protest rule contained in section 309 (c) which was incorporated into the Com- 
munications Act by the Communications Act Amendments, 1952 (66 Stat. 711), 
so as to obviate the use of the new procedure as a device for delaying radio station 
grants which are in the public interest while at the same time retaining the rule's 
primary objective of providing interested parties with a means by which they 
may bring to the Commission’s attention bona fide questions concerning grants 
made without hearing. ‘The Commission proposed a bill to amend section 309 (c) 
in the 83d Congress. It was introduced in that Congress as H. R. 7795, but no 
action on the bill was taken. 

Section 309 (c) now provides that all authorizations granted without a hearing 
shall remain subject to protest by any “‘party in interest” for a 30 day period. 
The protest must show that the protestant is a party in interest and must specify 
with particularity the facts relied on to sustain the protest. Within 30 days from 
the date of filing of a protest, the Commission must determine whether the 
protest meets these requirements. If the Commission so finds, it is directed to 
set the application involved for hearing on the issues specified in the protest as 
well as such additional issues as the Commission may prescribe. The protestant 
has the burden of proof and the burden of proceeding with the evidence on issues 
set forth in his protest and not specifically adoyted by the Commission. The 
Commission is directed to expedite protest hearing cases, and the effective date 
of the Commissions’ action protested is to be postponed until the Commission’s 
decision after hearing, unless the particular authorization is necessary to the 
maintenance or conduct of an existing service. 

The protest rule has resulted in substantial delays in the construction and 
operation of new television or radio stations authorized by the Commission 
without hearing. For any “party in interest”? may file a protest and the term 
“party in interest’? has been held by the courts to include existing stations in the 
same service as the grantee who might be adversely affected economically by the 
grant. In addition, relevant court decisions appear to indicate that stations in 
other services or other persons who might suffer economic injury as a result of 
competition afforded by the new stations would be parties in interest entitled to 
protest. Furthermore, if the protestant shows himself to be a party in interest 
and details his objections to the grant, one interpretation of the present statute 
is that the Commission is required to designate the application for hearing on the 
issues specified in the protest and cannot dispose of the protest, as on demurrer, 
on the pleadings. The Commission has taken the position that where it finds 
that the matters raised by the protest would not require the grant to be set aside, 
even if the factual allegations are assumed to be proven, the protest may be dis- 
posed of on the pleadings or, where substantial legal questions are involved, after 
oral argument on the legal issues, without designating the application for a full 
evidentiary hearing. However, it is recognized that the present language of 
section 309 (c) leaves in doubt the Commission’s authority to dispose of a protest 
on the basis of the pleadings or after oral argument. It is believed that the statute 
should be amended so as to make clear that the Commission has authority to 
demur to the pleadings, in order to insure that it would not be necessary to hold 
evidentiary hearings which could serve no useful purpose and which would there- 
fore be contrary to the public interest by delaying the initiation of a new or 
improved radio service. Such hearings, it should be indicated, not only delay 
the effectiveness of the particular authorization involved but also occupy the 
time and efforts of members of the Commission’s limited staff who could otherwise 
be utilized in connection with other proceedings, including necessary hearings 
involving competitive television applications. 
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There is also some question under the present language of section 309 (c) as to 
whether the Commission must, in designating a protest for hearing, include the 
precise issues which the protestant has set forth regardless of the manner in which 
such issues have been drafted by the protestant. The Commission has held 
that where the protestant’s issues are drawn too broadly or include matters not 
covered by the facts relied on, it has the authority to redraft the issues to reflect 
accurately the substantive matters raised in the protest. Here again, however, 
the Commission’s authority is not entirely free from doubt, and a clarifying 
amendment to the statute is considered appropriate. 

As indicated above, the final provision of section 309 (c) makes it mandatory 
for the Commission, once a protest. has been granted, to postpone the effective 
date of the Commission’s action to which protest is made until the effective date 
of the Commission’s decision after the hearing on the protest. The only excep- 
tion to this mandatory stay provision is when the authorization protested is 
necessary to the maintenance or conduct of an existing service, in which event 
the Commission may authorize the use of the facilities in question pending the 
Commission’s decision after hearing. This has required staying the effectiveness 
of all authorizations for new facilities when protests have been granted, despite 
the fact that in some instances the public interest clearly required that the 
authorization remain in effect and the new service be inaugurated pending the 
outcome of the protest hearing. It is believed that an amendment is necessary 
which would give the Commission discretion to deny a stay in those cases where 
it can find on the record that the public interest clearly requires such action. 

In order to obviate these difficulties the enclosed proposal would amend section 
309 (c) to make clear that while any party in interest could protest a grant of a per- 
mit made without hearing, such protest would not automatically result in staying 
the effectiveness of the grant or require a hearing regardless of the merits of the 
claims advanced by the protestant. Instead, the proposed new language would 
provide that within 30 days of the filing of such a protest the Commission, upon 
consideration of the protest, and any reply thereto, would issue a decision as to 
the legal sufficiency of the protest as to standing and the particularity of the 
matters alleged as grounds for setting aside the grant. In the event the Com- 
mission finds in the affirmative as to these matters, it would be required to desig- 
nate the application for hearing upon issues relating to all matters raised in the 
protest, except that the Commission could exclude such matters as to which it 
finds that, even if the facts alleged by the protestant were proven, they would 
not constitute grounds for setting aside the grant. The amendment further 
provides that if a protest is designated for hearing, the effective date of the grant 
shall be postponed, unless the authorization is necessary for the continuation of 
an existing service, or unless the Commission affirmatively finds, for specified 
reasons, that the public interest requires the grant to remain in effect. It is be- 
lieved that the revised language would achieve the apparent objective of the 
protest rule in affording interested parties an opportunity to bring to the attention 
of the Commission questions about grants made without hearing and to obtain 
a determination thereon. At the same time, it would avoid the utilization of 
the protest rule as a device for delay on the part of competitors. 

The Commission, therefore, recommends that section 309 (c) should be amended 
as set forth in the attached proposed bill. The submission of this proposal to the 
Congress has been approved by the Bureau of the Budget. If there is any further 
information concerning this matter which the Commission can furnish, please do 
not hesitate to let us know. There are also attached the separate views of 
Commissioner Doerfer concerning this matter. 

By direction of the Commission: 

Groras C. McConnauauey, Chairman. 


SEPARATE VIEWS OF COMMISSIONER JOHN C. DOERFER 


Commissioner Doerfer believes that section 309 (c) of the Communications 
Act should be repealed in its entirety. It is inconsistent with the philosophy of 
the act which seeks to provide for the publie interest within the framework of 
competition. 

“Plainly it is not the purpose of the act to protect a licensee against competition 
but to protect the public. Congress intended to leave competition in the business 
of broadcasting where it found it, to permit a licensee who was not interfering 
electrically with other broadcasters to survive or succumb according to his ability 


(1940))° his programs attractive to the public” (the Sanders case, 309 U. S. 470 
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Experience has shown that section 309 (c) demands an undue amount of Com- 
mission time, is used primarily for delay by competitors, and accomplishes no use- 
ful purpose. In effect, it creates two attorneys general to protect the public 
interest, the FCC, and private parties. Governmental agencies are established 
upon the theory that they are competent and conscientious to protect the public 
interest. There is no more need for two attorneys general in eoth matters than for 
two district attorneys in a criminal case. 

If the Commission, through inadvertence, illegality, or impropriety, makes a 
grant, all that is necessary to protect the public interest is to call the Commission’s 
attention to the facts and to submit evidence or indicate a source of probative 
evidence to protect the public interest. Misfeasance, if any, on the part of the 
Commission should be dealt with directly—not by the creation of an official 
kibitzer. The idea that the public should be denied a service pending selfish and 
self-serving maneuvers by competitors is wholly foreign to the American concept 
of administrative agencies. These were created primarily to expedite matters. 
Section 309 (c) is an obstruction to the prompt expedition of many matters before 
the Federal Communications Commission. To illustrate: Recently, out of 1,400 
minutes of deliberation by 7 members of the Commission, 397 minutes were 

nt considering protest matters, or a total of 28 percent of full Commission time. 

his constitutes a demand for an undue proportion of time on matters which even- 

— = to contribute little, if anything, to the protection of the public 
interest. 


Freperat ComMMUNICATIONS CoMMISSION, 


Washington 25, D. C., June 27, 1956. 
Hon. Oren Harazts, 


Chairman, Subcommittee on Communications, 
Committee on Interstate and Foreign Commerce, 
United States House of Representatives, Washington 25, D. C. 

Dear ConcressMAN Harris: In accordance with your suggestion at he 
hearing last Friday on H. R. 5614, the Commission has consulted with the Federal 
Communications Bar Association in an effort to determine whether we could 
reach agreement on some or all of the amendments to H. R. 5614 which the bar 
association had suggested. I am pleased to report success in these efforts. 

The Commission and the bar association have mutually agreed to accept for 
incorporation into H. R. 5614 the first two of the amendments suggested by the 
bar association and, at the same time, to eliminate as unnecessary the third and 
final suggestion. The effect of this agreement would be the introduction after 
the word ‘‘Commission” on line 13 of page 2 of the bill the following language: 
“ after affording protestant an opportunity for oral argument,’’. 

In addition, following the word “Commission” on line 16 of page 2 of the bill 
the following language would be inserted: “may in such decision redraft the 
issues urged by the protestant in accordance with the facts or substantive matters 
alleged in the protest,’’. 

Finally, lines 24 and 25 of page 2 of the bill would be revised by substituting 
the word “facts” for the word “matters” in line 24, by substituting the words 
“adopted or specified” for the words “‘specifically adopted” in line 25, and by the 
addition of the words “on its own motion,” following the word “‘Commission” 
in line 25, so that these two lines as revised would read as follows: ‘“‘with respect 
to issues resulting from facts set forth in the protest and not adopted or specified 
by the Commission on its own motion, both’’. 

Both the Commission and, I understand, the bar association agree that the bill 
as so amended would go a long way toward eliminating the — abuses in the 
protest procedure which have become evident in recent years. While Commis- 
sioner Doerfer would still prefer the complete repeal of section 309 (c), as suggested 
in this separate testimony, he has authorized me to state that he believes the two 
amendments to H. R. 5614, which were agreed to by both the Commission and the 
bar association, are, in his opinion, proposals which at least go in the right direc- 
tion. 

I wish to assure you that the Commission and its staff stand ready to give your 
committee such further assistance in connection with this legislation as it may 
desire. 

Sincerely yours, 
Grorce C, McConnavuauey, Chairman. 
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Feperat Communications Bar AssocraTION, 
Washington, D. C., June 27, 1956. 
Hon. Oren Harazts, 


Chairman, Subcommittee on Communications, 
Interstate and Foreign Commerce Committee, 
House of Representatives, Washington 25, D. C. 

Dear ConacressMAN Harris: I understand that Chairman McConnaughey of 
the Federal Communications Commission is today sending you a letter reflecting 
the agreement which has been reached between the Federal Communications Bar 
Association and the Federal Communications Commission with respect to certain 
amendments to H. R. 5614 which had been proposed by the bar association. 
I was informed of the contents of this letter prior to its submission, and am happy 
to state that it correctly reflects the position and attitude of the bar association on 
this matter. 

We feel, as does the Commission, that H. R. 5614 as amended will avoid any 
serious possibility of the protest procedure being abused in the future while at the 
same time affording 0g ate protection to interested persons who have bona fide 
matters to bring to the Commission’s attention. And, like the Commission, the 
bar association stands ready to afford your committee such additional help con- 
cerning this matter as it may desire, 

Sincerely yours, 


Percy H. Russe.1, Jr., President. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sussection (c) oF Section 309 oF THE Communications Act oF 1934, as 
AMENDED 


(c) When any instrument of authorization is granted by the Commission with- 
out a hearing as provided in subsection (a) hereof, such grant shall remain subject 
to protest as hereinafter provided for a period of thirty days. During such 
thirty-day period any party in interest may file a protest under oath directed to 
such grant and request a hearing on said application so granted. [Any protest 
so filed shall contain such allegations of fact as will show the protestant to be a 
party in interest and shall specify with particularity the facts, matters, and things 
relied upon, but shall not include issues or allegations phrased generally. The 
Commission shall, within fifteen days from the date of the filing of such protest, 
enter findings as to whether such protest meets the foregoing requirements and if 
it so finds the application involved shall be set for hearing upon the issues set 
forth in said protest, together with such further specific issues, if any, as may be 
prescribed by the Commission.] Any protest so filed shall be served on the grantee, 
shall contain such allegations of fact as will show the protestant to be a party in interest, 
and shall specify with particularily the facts relied upon by the protestant as showing 
that the grant was improperly made or would otherwise not be in the public interest. 
The Commission shall within thirly days of the filing of the protest, render a decision 
making findings as to the sufficiency of the protest in meeting the above requirements; 
and, where it so finds, shall designate the application for hearing upon issues relating 
to all matters specified in the prolest as grounds for setting aside the grant, except 
with respect to such matters as to which the Commission finds, for reasons set forth 
in the decision, that, even if the facts alleged were to be proven, no grounds for selling 
aside the grant are presented. The Commission may also specify in such decision 
that the application be set for hearing upon such further issues as it may prescribe, 
as well as whether it is adopting as its own any of the issues resulting from the matters 
specified in the protest. In any hearing subsequently held upon such application 
all issues specified by the Commission upon ils own initiative or adopted by it 
shall be tried in the same manner provided in subsection (b) hereof, but with 
— to [all] issues resulting from matiers set forth in the protest and not specifi- 
cally adopted by the Commission, both the burden of proceeding with the intro- 
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duction ef evidence and the burden of proof shall be upon the protestant. The 
hearing and determination of cases arising under this subsection shall be expedited 
by the Commission and pending hearing and decision the effective date of the 

ommission’s action to which protest is made shall be postponed to the effective 
date of the Commission’s decision after hearing, unless the authorization involved 
is necessary to the maintenance or conduct of an existing service, or unless the 
Commission affirmatively finds for reasons set forth in the decision that the public 
interest requires that the grant remain in effect, in which event the Commission 
shall authorize the applicant to utilize the facilities or authorization in question 
pending the Commission’s decision after hearing. 


O 





84TH CONGRESS t HOUSE OF REPRESENTATIVES { Report 
1st Session No. 1052 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF THE 
HEARING ON COMMUNIST ACTIVITIES IN THE FORT WAYNE, 


IND., AREA FOR THE USE OF THE COMMITTEE ON UN-AMERICAN 
ACTIVITIES 





Jury 5, 1955.—Ordered to be printed 





Mr. Burveson, from the Committee on House Administration, 
submitted the following 


REPORT 


{To accompany H. Res. 279] 


The Committee on House Administration, to whom was referred 


House Resolution 279, having considered the same, reports favorably 
thereon without amendment and recommends that the resolution do 


pass. 


O 
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1st Session No. 1053 





AUTHORIZING THE PRINTING OF ADDITIONAL COPIES OF THE 
HEARINGS HELD BY THE JOINT COMMITTEE ON ATOMIC 
ENERGY ON MAY 9, 1955, ON RADIATION STERILIZATION OF 
FOODS 





Joy 5, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 148) 


The Committee on House Administration, to whom was referred 
House Concurrent Resolution 148, having considered the same, report 
favorably thereon without amendment and recommend that the 
concurrent resolution do pass. 

The estimated cost of printing is approximately $1,080.25. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES — Report 
1st Session No. 1054 





PROVIDING FUNDS FOR THE EXPENSES;OF THE INVES- 


TIGATIONS AND STUDIES AUTHORIZED BY HOUSE 
RESOLUTION 144 





Jury 5, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, sub- 
mitted the following 


REPORT 


[To accompany H. Res. 147] 


The Committee on House Administration, to whom was referred 


House Resolution 147, having considered the same, report favorably 
thereon without amendment and recommend that the resolution do 


pass, 


O 
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PROVIDING FUNDS FOR THE EXPENSE OF THE STUDIES 
AND INVESTIGATIONS AUTHORIZED BY HOUSE RES- 
OLUTION 139 





Juty 5, 1955.—Ordered to be printed 





Mr. Burueson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Res. 156] 


The Committee on House Administration, to whom was referred 


House Resolution 156, having considered the same, report favorably 
thereon with amendments and recommend that the resolution, as 
amended, do pass. 


The amendments are as follows: 
Line 2, strike out “139” and insert “266”. 
Amend the title to read as follows: 


To provide funds for the expense of the studies and investigations authorized 


by House Resolution 266. 


O 
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AMENDING THE ACT ENTITLED “AN ACT AUTHORIZING THE 
CONSTRUCTION, REPAIR, AND PRESERVATION OF CERTAIN 
PUBLIC WORKS ON RIVERS AND HARBORS FOR NAVIGATION, 
FLOOD CONTROL, AND FOR OTHER PURPOSES,” APPROVED 
SEPTEMBER 3, 1954 





Juuy 5, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed. 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 4362] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 4362) to amend the act entitled “An act authorizing the con- 
struction, repair, and preservation of certain public works on rivers 
and harbors for navigation, flood control, and for other purposes”’, 
approved September 3, 1954, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to modify the existing flood-control project 
for the Red River below Denison Dam to provide for construction and 
operation of Cooper Dam and Reservoir on South Sulphur River, 
Tex., and for channel improvement and levee construction with ap- 
purtenant drainage works along various rivers, creeks and bayous in 
Oklahoma, Texas, Arkansas, and Louisiana, substantially in accord- 
ance with the construction plans recommended in the report of the 
Chief of Engineers in House Document No. 488, 83d Congress, and 
subject to conditions that local interests contribute toward the costs 
of construction and operation of Cooper Reservoir the amounts allo- 
cated to water supply, and with respect to other project features, 
provide lands, easements, and rights-of-way, hold and save the United 
States free from damages, and maintain and operate the works. 

Information was received by the committee at public hearings on 
H. R. 4362 that parts of Texas, including the area adjacent to and in 
the vicinity of the proposed Cooper Reservoir, have experienced a 
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serious water shortage that has not been relieved. The provision of 
15,000 acre-feet of consérvation storage in the proposed reservoir 
would, in addition to the benefits to be derived from flood control, 


AMEND ACT APPROVED SEPTEMBER 3, 1954 











prevent a recurrence of the existing water shortage. 


The committee has given carefu 


consideration to the information 


presented by the Corps of Engineers and local interests, and recom- 
mends adoption of this project by the Congress. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives, changes in existing law proposed by this 
bill are shown in parallel columns as follows: 


Existine Law 


Section 10 of the Flood Control Act of 
July 24, 1946 


RED-OUACHITA RIVER BASIN 


The general plan for flood control on 
the Red River, Texas, Oklahoma, Ar- 
kansas, and Louisiana, below Denison 
Dam, Texas and Oklahoma, including 
the incorporation therein of the several 
separate existing projects for flood con- 
trol along the Red River below Denison 
(above the jurisdiction of the Missis- 
sippi River Commission) and providing 
for the modification of the existing or 
authorized Federal and non-Federal 
levees, is hereby authorized substan- 
tially in accordance with the recom- 
mendations of the Chief of Engineers 
in House Document Numbered 602, 
Seventy-ninth Congress, second session, 
at an estimated cost of $77,500,000. 


AMENDMENT UNDER H. R. 4362 


That section 203, title II, of Public 
Law 780, Eighty-third Congress, be 
amended by adding thereto the sub- 
title; 

“RED RIVER BASIN 


“That the existing flood-control proj- 
ect for Red River below Denison Dam 
be modified for improvements substan- 
tially in accordance with the construc- 
tion plans recommended in the report 
of the Chief of Engineers in House 
Document Numbered 488, Eighty-third 
Congress: Provided, That local interests 
shall contribute toward the costs of 
construction, maintenance, and opera- 
tion of Cooper Reservoir the amounts 
allocated to water supply; and shall 
with respect to other features of the 
modified project, give assurances satis- 
factory to the Secretary of the Army 
that they will— 

““(a) provide without cost to the 
United States all lands, easements, 
and rights-of-way, and make alter- 
ations of highways and related 
facilities, and utilities except rail- 
roads, necessary for the construc- 


tion; 

“(b) hold and save the United 
States free from damages due to 
the construction; and 

“(c) maintain and operate all 
works after completion, and pre- 
serve channel capacities by pre- 
venting encroachment, in accord- 
ance with regulations prescribed by 
the Secretary of the Army.” 

Sec. 2. There is hereby authorized to 
be appropriated such sums as may be 
necessary to carry out the provisions of 
this Act. 


O 
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PROVIDING FOR THE CONSERVATION OF ANTHRACITE 
COAL RESOURCES THROUGH MEASURES OF FLOOD CON- 
TROL AND ANTHRACITE MINE DRAINAGE 





Jory 5, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enatz, from the Committee on Interior and Insular Affairs; 
submitted the following 


REPORT 


(To accompany H. R. 7066] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 7066) to provide for the conservation of anthra- 
cite coal resources through measures of flood control and anthracite 
mine drainage, and for other purposes, having considered the same, 
. ch favorably thereon with amendments and recommend that the 

0 pass. 

The amendments are as follows: 

Page 1, line 9, strike the word “underground”. 

Page 2, line 9, strike the word “underground”, 


LEGISLATION CONSIDERED 


H. R. 7066, by Representative Flood, of Pennsylvania, is a clean 
bill resulting from consideration of the author’s original bill, H. R. 
2391. Representative Saylor, of Pennsylvania, is the coauthor of 
this legislation, having introduced H. R. 6818, an identical bill. 
The committee considered similar bills having an identical purpose. 
They are: H. R. 2444, by Representative Walter, of or gy 


H. R. 38, by Representative Fenton, of Pennsylvania; and 


R. 77, 
by Representative Carrigg, of Pennsylvania. 


PURPOSE OF THE BILL 


_ The committee finds that the United States is in danger of losing 
its vast reserves of anthracite coal by the flooding of coal formations 
and extensive networks of underground workings. A program to 


55006 











1 
ea 
“y 








2 PROVIDE FOR CONSERVATION OF ANTHRACITE COAL RESOURCES 


check and reduce this feoding, as would be implemented by. the 
qrectornt of H. R. 7066, must be undertaken immediately to prevent 
such loss. 


Importance to the Nation 


The committee notes that the economy of the entire northeastern 
section of the United States is dependent to an appreciable degree on 
the anthracite industry and that in time of war emergencies the Nation 
relies heavily on the use of anthracite coal to alleviate the distress 
caused by shortages of other fuels. 


Anthracite reserves 


Approximately 5 billion tons of anthracite coal, enough to last 200 
years at the present rate of consumption (27 million tons per year), 
are concentrated in an area of 480 square miles in northeastern 
Pennsylvania. This vast reserve of fuel is extremely valuable to 
the United States. 


Causes of flooding 

The encroachment of water, resulting in progressive flooding of 
mines, which threatens to submerge the Nation’s irreplaceable anthra- 
cite reserves may be attributed to the following causes: 

1. The structure of the coal measures in the anthracite region 
facilitates the accumulation of water in the strata, in abandoned mines, 
and in active workings. 

2. The free flow of water from abandoned mines to active mines 
through openings driven between properties in early years. 

3. Damaged and imadequate barrier pillars between active and 
abandoned mines. 

4. The continued abandonment of anthracite mines over a period 
of years coupled with an ever-shrinking number of active mines 
faced with the necessity of coping with increasing quantities of water. 

As a result of the intimate interrelationship of adjoining mines, 
abandonment of a mine and the suspension of pumping in that mine 
do not reduce pumping in a particular basin. Operating mines 
— assume the pumping loads of all abandoned mines in their 

asin. 


Ratio of water pumped to coal mined 

The increasing burden of disposing of encroaching waters is affecting 
the economics of the anthracite industry to a greater extent each year. 
In 1920 about 8 tons of water were pumped to the surface for each 1 
ton of coal mined. In 1944 the ratio was 14 to 1, increasing to 27 to 1 
in 1951 and to 48 to 1 in 19538, while in the year 1954 over 56 tons of 
water were pumped to the surface for every 1 ton of coal mined. 


Problem exceeds industry’s means 


The committee understands that in some districts it has become a 
physical and financial impossibility for the existing mines to continue 
the pumping of water from abandoned mines and that this situation 
is rapidly approaching in other districts of the anthracite region. 

From the evidence submitted to the committee it appears that 
unless the Federal Government assists with measures of flood control 
and the pumping and drainage of water from abandoned anthracite 
mines, as would be provided by H. R. 7066, irreplaceable anthracite 
coal reserves will be submerged and lost to our economy. 





g of 
hra- 


gion 
ines, 


Lines 
and 


oriod 
nines 
ater. 
ines, 
mine 
nines 
their 


cting 
year. 
ich 1 
' tol 
ns of 


me a 
tinue 
ation 


that 
yn trol 
racite 
racite 


PROVIDE FOR CONSERVATION OF ANTHRACITE COAL RESOURCES 3 


Program proposed 


The Pennsylvania Anthracite Mine Drainage Study Commission 
appointed by former Governor Fine of Pennsylvania has recommended 
to the Governor a mine rehabilitation program involving a total 
expenditure of $17 million. Relevant data accumulated by the 
United States Bureau of Mines during its studies of the situation 
over the past 15 years were used by the Commission in determining 
the nature of the work to be accomplished through this program. 

The program will include the construction of ditches and flumes, 
backfilling of stripping pits and cropfalls, improvements to stream 
beds, driving of underground drainage tunnels and gangways, con- 
struction of underground dams, and the installation of pumping plants 
to handle water from abandoned mines. 

Estimated expenditures for surface construction are $7,320,525; for 
underground work, $3,522,915; and for pumping equipment and 
installation, $6,074,375. The work, which will require 2 years to 
complete, will be performed under the direction of the Pennsylvania 
Department of Mines. 


Federal Government’s responsibility 


The committee notes that since 1936, when the Lackawanna River 
overflowed its banks and inundated active mines, the Commonwealth 
of Pennsylvania has appropriated funds on several occasions to assist 
with the water problem. However, the situation has grown to such 
magnitude that it now becomes of national concern and a responsibility 
of the Federal Government. H. R. 7066, if enacted, would authorize 
the appropriation of $8,500,000 to be matched by the Commonwealth 
of Pennsylvania to carry out the program outlined above. The 
committee understands that the Commonwealth has provided the 
matching funds. 


EXPLANATION OF THE PROVISIONS 


The proposed legislation would declare it to be the policy of the 
Congress to provide for the control and drainage of water in anthracite 
coal formations so as to conserve national resources, promote national 
security, prevent injuries and loss of life, and preserve public and 
private property. 

Section 2 authorizes the Secretary of the Interior to make financial 
contributions to the Commonwealth of Pennsylvania, not to exceed 
$8,500,000 on a matched fund basis, for the control and drainage of 
water which, if not so controlled or drained, would cause the flooding 
of anthracite coal formations. Contributions shall be made only for 
such programs or projects as are approved by the Secretary of the 
Interior and it is expressly provided that such contributions will be 
expended for drainage works, pumping plants, and related facilities 
and that no such contributions or equally matched funds shall be used 
for operating and maintaining such facilities. 

Section 2 (d) and (e) provides that the Commonwealth of Pennsyl- 
vania shall have full responsibility for installing, operating, and main- 
taining each project and that the projects shall be so located, operated, 
and maintained as to provide maximum conservation and, where 
possible, to avoid creating inequities among those mines affected by 
the waters to be controlled by the projects. 
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The committee notes that although the active mining companies in 
the anthracite coalfields will undertake to operate and maintain 
pumping facilities installed under the program, as they have with 
similar installations provided by the Commonwealth of Pennsylvania 
in past years, it may be found necessary for the Commonwealth to 
assume the burden of operating and maintaining some such facilities 
when it becomes financially impossible for a particular company to 
assume such costs. The ultimate responsibility rests with the Com- 
monwealth and the maximum conservation of the Nation’s anthracite 
coal resources is the paramount consideration. 

Section 3 provides that the Commonwealth shall furnish to the 
Secretary of the Interior statements with respect to the program 
showing accomplishments, expenditures and obligations, sok status. 

Section 4 provides for hearings and the suspension of payments 
should the Secretary of the Interior find there is a failure to expend 
funds in accordance with the terms and conditions governing the 
Federal contribution for approved projects. 

Section 5 provides that the Secretary of the Interior shall render 
annual reports to the Congress for a period of 4 years. The reports 
are to show the progress and accomplishments of the program. 

Section 6 authorizes appropriations. 


CONCLUSION 


The committee is in accord with the Department of the Interior in 
stating that H. R. 7066 is wealth-saving legislation for a program 
entirely practicable. The amount of money that would be authorized 
by this bill is small compared with the value of the vast natural 
resource it will help to save or with the direct livelihood of the more 
than 1 million persons it will affect. Preservation of this unique 
natural resource will not only provide a continuing source of fuel for 
anthracite consumers but will assure supplies of high-grade fuel in the 
event of war emergencies and offer partial security against ultimate 
depletion of domestic resources of oil and natural gas. 

epresentatives of the Departments of Interior and Commerce who 
met with the Pennsylvania Anthracite Mine Drainage Study Com- 
mission were impressed with the gravity of the situation and the need 
for immediate action. 

The Department of the Interior strongly recommends that this 
legislation be enacted. The Bureau of the Budget has advised the 
Department that the enactment of the legislation would be in accord 
with the program of the President. 

The report of the Department of the Interior is set forth below: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 19, 1955. 
Hon. Cram ENG3e, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: I am taking this opportunity to submit the Department's 
views on H. R. 38, H. R. 77, H. R. 2391, and H. R. 2444, identical bills to provide 
for temporary measures of flood control and anthracite mine drainage, and for 
other purposes. 

The Department recommends enactment of this legislation. 

The legislation would provide for a statement of policy on the part of the 
Congress to provide for the control and drainage of water in underground anthra- 
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cite coal formations so as to conserve natural resources, promote national security, 
prevent injuries and loss of life, and preserve public and private property. 

The Secretary of the Interior would be authorized to make financial contribu- 
tions to the Commonwealth of Pennsylvania, where such formations are located, 
on a matched-funds basis, the Commonwealth assuming the responsibility for 
installing, — and maintaining each project and giving evidence that it can 
and will enforce adequate safeguards in such installation, operation, and main- 
tenance. Provision is made to insure proper expenditure of the Federal contribu- 
tions and it is expressly provided that such contributions will be expended for 
drainage works, pumping plants, and related facilities. 

For some time there has existed a highly critical water drainage problem which 
not only threatens the future operation of the anthracite mines of eastern Pennsyl- 
vania by the waste of a unique natural resource but also constitutes a health and 
safety menace. 

The Pennsylvania Anthracite Mine Drainage Study Commission has developed 
a general program involving the building of extensive surface drainage facilities 
to prevent surface waters from entering the mines and the provision of certain 
pumping facilities. The implementation of this proposal would require au 
expenditure of $17 million, and local interests have requested that the Federal 
Government join with Pennsylvania in this project. This proposal, along with 
others, has been given careful consideration by Federal and State officers. On 
October 25, 1954, representatives of the Departments of Interior and Commerce 
met with the Pennsylvania Anthracite Mine Drainage Study Commission at 
Hazleton, Pa., to determine precisely what steps were necessary to resolve this 
problem. 

The Federal representatives were impressed with the gravity of the situation 
and the immediate need for action. Because of a serious mine-flooding condition, 
a state of emergency exists, which, in addition to health and safety problems, 
endangers important coal reserves and the economic future of the anthracite 
coalfields of Pennsylvania, directly employing approximately 30,000 men. 
Because of the rapidly declining production, many anthracite coal companies 
have closed their mines and abandoned pumping. Until these conditions are 
overcome, the jobs of these men are in jeopardy. 

The problem was suecinctly outlined by the commission as follows: 

“The abandonment of the mines through the years has thus resulted in accu- 
mulations of water which flow through the connections into active mines where it 
must be handled by the operator in order to continue mining. This increasing 
burden has greatly affected the economics of the industry since the year 1930 and 
its effect can best be illustrated by records of the United States Bureau of Mines 
which show that during the year 1944 there were 14.4 tons of water pumped for 
each ton of coal mined and the comparable figure for the year 1951 was 27.1 tons. 
The coal production used in arriving at the above quantity of water pumped 
included production from both water level and other mines from which no water 
was pumped and the inclusion of such quantities of coal reflect a lower water load 
than was actually handled. In the year 1953, 48 tons of water were pumped to 
the surface for each ton of coal removed from the deep mines.” 

It is estimated that the completed project will reduce the present pumping load 
by 25 percent, thus ameliorating to a considerable degree the problem referred to 
above. 

The closing down of anthracite mines in recent vears has aggravated the water 
flooding problem for those mines remaining in operation to the point where the 
availability of the entire anthracite coal resource for future generations is now 
imminently threatened. 

In light of this condition, it seems prudent national policy to assist in preserving 
this basic natural resource of the Nation which is concentrated in this area, 
_— from other factors, the preservation of this unique natural resource will 
provide: 

(1) A continuing source of supply for present users. 
(2) Fuel insurance during national emergencies. 
(3) Availability to national economic expansion as technology develops 
new uses. 
(4) Insurance against the ultimate depletion of domestic oil and gas 
resources, 
(5) Continued employment of miners. 
Beyond this, there is also a national responsibility intertwined with a greater 
State and local interest in the economic stability of an important region of the 
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Nation. This area has been designated as a distress area. The proposed project 
will contribute measurably to the immediate relief of this area. It will create 
direct employment for over 2,000 people on the drainage project and indirect 
benefits to many others throughout the general area engaged in the production of 
tools and equipment necessary to the work. 

Accordingly, it is strongly recommended that this legislation be enacted. 

The Bureau of the Budget has advised that the enactment of the legislation 
would be in accord with the program of the President. 

Sincerely yours, 
Feurx E. Wormser, 
Assistant Secretary of the Interior. 


The committee amendments are of a perfecting nature. 
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FAVORING THE WAIVER OF STATE RESIDENCE 
REQUIREMENTS IN CERTAIN ELECTIONS 





Juxy 5, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Buruteson, from the Committee on House Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 94] 






The Committee on House Administration, to whom was referred 
House Concurrent Resolution 94, having considered the same, 
reports favorably thereon with amendments and recommends that 
the concurrent resolution as amended do pass. 

The amendments are as follows: 

Page 2, lines 3 and 4, strike out “immediate enactment” and insert: 
“consideration”’. 

Page 2, line 4, after the word “vote” insert: “for President and 
Vice President’’. 







EXPLANATION 














Because of provisions of State constitutions and laws requiring 
specific periods of residence in order to qualify for voting, many citi- 
zens of voting age are prevented from having any voice in the selec- 
tion of President and Vice President. 

The committtee is of the opinion that if a person is a duly qualified 
voter in one State, there is no logical reason why he should not vote in 

/ an election for President and Vice President even if he has recently 

| moved to another State. The fact that he has not qualified techni- 

cally to vote for State officials in his new State of residence should not 
disqualify him from voting for President and Vice President as he is 
still a citizen of the United States. 

The pending legislation merely recommends to the States possible 
changes in State election laws which govern voting for President and 

Vice President. 
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AUTHORIZING THE CONVEYANCE OF CERTAIN LAND TO 
THE PECWAN UNION SCHOOL DISTRICT FOR USE AS 
THE SITE OF A SCHOOL 





Juty 6, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Encte, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 727] 


The Committee on Interior and Insular Affairs, to whom was 


referred the bill (H. R. 727) to authorize the conveyance of certain 
land to the Pecwan Union School District for use as the site of a school, 
having considered the same, repoit favorably thereon with an amend- 
ment and recommend that the bill do pass. 

The amendment is as follows: 

Page 1, line 7, strike the words “Hoopa Indian Tribe,” and insert 
in lieu thereof the words “Indians who have an interest therein,”. 


EXPLANATION OF THE BILL 


The purpose of H. R. 727, as amended, is to authorize and direct 
the Secretary of the Interior to convey 15 acres of land in the extension 
of the Hoopa Valley Reservation in California, from the United 
States Government and the Indians who have an interest therein, to 
the Peewan Union School District for use as a school site. Mineral 
rights are reserved to the present owners of the land. 

The urgency for this legislation is acute masmuch as the school 
building was destroyed by floodwaters in January 1953. Last year 
the school sessions were held in an inadequate vacant building. 
During 1953-54 there were 40 pupils enrolled in the school. Of this 
number, 36 were of one-fourth or more Indian blood. 

A majority of the Indians in the Hoopa extension have requested 
by petition that this conveyance be made so that a modern school 
building may be constructed thereon. Ata school bond election held 
on May 21, 1954, the voters by a 40-to-1 majority authorized the 
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district to issue bonds in the amount not to exceed $202,000 for con- 
struction of the new preme p: 6 
The favorable report of the Department of the Interior follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 11, 1956: 
Eon. Crarr Enciez, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. Encie: Your committee has requested a report on H. R. 727, 
a bill to authorize the conveyance of certain land to the Pecwan Union School 
District for use as the site of a school. 

We recommend that the bill be enacted if amended as suggested below. 

This bill authorizes the transfer of 15 acres of land in the extension of the 
Hoopa Valley Reservation in California to the Peewan Union School District 
for use as a school site. Mineral rights are reserved to the present owners of 
the lands. 

During the school year 1953-54 it is reported there were 40 pupils enrolled in 
the Peewan Union School. Of this number 36 were of one-quarter or more 
degree of Indian blood. The Peewan Union School building was destroyed by 
floodwaters from the Pecwan Creek in January 1953. Since that time classes 
have been held in a vacant building which is far from adequate for school pur- 
poses. The need for proper school facilities is critical and the school district 
Officials are planning the construction of appropriate facilities upon transfer of 
title to the site described in this bill. 

The lands were included within the “extended” boundaries of the Hoopa 
Valley Reservation by Executive order dated October 16, 1891. They were 
within the area subsequently reserved for the Indian villages of Wauteck and 
Cantep by departmental order of June 24, 1898. The lands in the extension 
area, however, are not under the jurisdiction of the Hoopa Valley Tribe accord- 
ing to the terms of its constitution, and a majority of Indians of the Hoopa 
extension have requested by petition that this transfer of lands be made so that 
a@ modern school plant may be constructed thereon. 

Inasmuch as the lands do not belong to the Hoopa Indian Tribe, the bill should 
be amended by deleting on page 1, line 7, the words ““Hoopa Indian Tribe,” and 
by inserting in lieu thereof the words “Indians who have an interest therein,”. 

The Bureau of the Budget has advised us that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDABL, 
Assistant Secretary of the Interior: 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 727, as amended. 
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RELATING TO THE ESTABLISHMENT OF PUBLIC 
RECREATION FACILITIES IN ALASKA 





Jury 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4047} 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4047) relating to the establishment of public 
recreation facilities in Alaska, and for other purposes, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


EXPLANATION OF THE BILL 


The purpose of H. R. 4047 is to authorize the Department of the 
Interior to construct and maintain campgrounds and parking areas, 
and necessary access roads thereto, and other public recreational 
facilities in the Territory of Alaska for a 5-year period after the 
approval of this act. 

It is believed that such construction and maintenance will aid 
materially in the settlement and development of Alaska. Under the 
bill the Department of the Interior would be authorized to maintain 
these facilities pending their transfer to appropriate Territorial 
agencies and communities for administration. These facilities would 
be constructed on lands under the administrative jurisdiction of the 
Department of the Interior that are not needed for other public 
purposes. The bill authorizes the Secretary of the Interior to transfer, 
upon such terms and conditions as he may consider desirable, to 
appropriate Territorial agencies and communities for operation and 
maintenance, such facilities and lands relating thereto as he shall 
deem to be in the public interest. 

















2 ESTABLISHMENT OF PUBLIC RECREATION FACILITIES IN ALASKA 


H. R. 4047 specifically provides that no lodges, hotels, or other 
structures providing overnight public lodging may be constructed 
under this act. 

The Territorial legislature has memorialized Congress to enact this 
legislation. The bill was introduced at the request of the Department 
of the Interior. The Department’s communication is set forth below 
in full and further explains the purposes of the legislation: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D. C., February 8, 1955. 
The Honorable SPEAKER OF THE HovusE OF REPRESENTATIVES, 
Washington, D. C. 

My Dear Mr. Sreaxker: Enclosed herewith is a draft of a proposed bill relating 
to the establishment of public recreation facilities in Alaska, and for other purposes, 

I suggest that the proposed bill be referred to the appropriate committee for 
consideration and I recommend that it be enacted. 

The proposed bill would authorize this Department, as an aid in the settlement 
and development of Alaska, to construct campgrounds and parking areas, includ- 
ing necessary access roads thereto, and other public recreation-area facilities in 
Alaska and to maintain them pending their transfer to appropriate Territorial 
agencies and communities. These public recreation facilities would be constructed 
upon lands under the administrative jurisdiction of this Department that are not 
needed for other public purposes. The Secretary would be authorized to transfer, 
upon terms and conditions which he may consider to be in the public interest, to 

appropriate Territorial agencies and communities for operation and maintenance 
such of the public facilities and land relating thereto as he shall deem to be in the 
public interest. 

This proposed legislation would be helpful in the development of Alaska. A 
survey conducted by the University of Washington has revealed that during the 
4-month period from June 1 to September 30, 1952, approximately 52,000 persons 
visited Alaska by air, sea, and land transportation. ‘Twenty thousand, or nearly 
40 percent, were on vacation; 30 percent were on business trips; and 11 percent 
combined business and vacation travel. The remaining 19 percent of the visitors 
were engaged in travel for other purposes 

The use of the highways, according to news releases of the Alaska Development 
Board and traffic statistics compiled by the Alaska Road Commission, is increasing 
steadily. Traffic in 1953 entering and leaving Alaska on the Alaska Highway and 
the Haines Cutoff Highway, according to the Alaska Development Board, 
amounted to more than 65,000 persons and included more than 27,000 vehicles 
Local highway usage, according to the Alaska Road Commission, increased on the 
Glenn Highway at the Anchorage city limits from a daily average in 1951 of 13,506 
vehicles to 15,485 in 1954, an increase of 1,979 vehicles daily. In the vicinity of 
Fairbanks, daily average traffic increased from 1,810 in 1951 to 6,494 in 1954. 
Traffic counts at other locations on the highways in Alaska also indicate an 
increase in travel in recent vears. 

Since the Territory itself. however, is not, at this stage of its development, ina 
position to provide the necessary outdoor recreation facilities to accommodate its 
residents and tourists, we consider it to be in the national interest that appropriate 
recreation developments be established by the Federal Government. The 1953 
session of the Alaska Legislature created a Territorial department of public lands 
and gave the land commissioner specific authority to accept and administer lands 
granted or conveyed for public parks and recreation purposes. 

The need for the authority of the type contained in the proposed legislation is 
reflected in a memorial from the Legislature of the Territory of Alaska. This 
memorial, which is identified as House Joint Memorial 19, is printed on page 
3006 of the Congressional Record for April 10, 1953. The text of the memorial 
is as follows: 

“Your memorialist, the Legislature of the Territory of Alaska, in 21st session 
assembled, respectfully represents that: 

“‘Whereas there are extensive stretches of highway through Alaska without 
adequate facilities for emergency parking or recreational parking or camping; and 

“Whereas notwithstanding ph roe improvement of the hotel, auto court, or 
related facilities for transient or overnight accommodations, many people in their 


love of the great outdoors desire, when the elements permit, to camp outdoors; 
and 
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“Whereas without proper camping area facilities the danger of forest fires 
caused by careless travelers is forever imminent. 

“Now, therefore, your memorialist, the Legislature of the Territory of Alaska, 
respectfully urges that the Congress of the United States appropriate sufficient 
funds and otherwise provide for the construction of campgrounds, parking areas, 
necessary access roads relevant thereto, outdoor fireplaces, and other related 
public recreation facilities along the highways of Alaska.” 

As stated in the memorial, there are extensive stretches of highway through 
Alaska without adequate facilities for emergency parking, recreation parking, or 
camping. This Department has recognized for some time that the provision of 
adequate, safe camping facilities is necessary to reduce the danger of forest fires. 
Some progress along this line already has been made by the Bureau of Land 
Management of this Department in connection with its fire-control program in the 
Territory of Alaska. Much of this work has been done with labor donated by 
fire-fighting men. The enactment of this proposed legislation should be of con- 
siderable assistance in carrying forward the objectives stated in the memorial of 
the Territorial legislature. 

The Bureau of the Budget has advised that there is no objection to the presen- 
tation of this legislation to the Congress. 

Sincerely yours, 
OrmeE Lewis, 
Assistant Secretary of the Interior. 


A BILL Relating to the establishment of public recreation facilities in Alaska, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Interior, as an aid in 
the settlement and development of the Territory of Alaska, for a period of five 
years after the approval of this Act, is authorized to construct campgrounds and 
parking areas, including necessary access roads thereto, and other public 
recreation-area facilities in Alaska and to maintain them pending their transfer 
to appropriate Territorial agencies and communities: Provided, That no lodges, 
hotels, or other structures providing overnight accommodations for the public 
shall be constructed pursuant to this Act. Such publie recreation facilities may 
be constructed upon lands under the Secretary’s administrative jurisdiction that 
are not needed for other public purposes. The Secretary is authorized to transfer, 


upon such terms and conditions as he may consider to be in the public interest; 
to appropriate Territorial agencies and communities for operation and mainte- 


nance such of the aforesaid public facilities and land relating thereto as he shall 
deem in the public interest. 


The Committee on Interior and Insular Affairs unanimously 
recommends favorable consideration of H. R. 4047. 
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ESTABLISHING THE CRAZY HORSE MEMORIAL COMMISSION TO 
PROVIDE FOR THE CONSTRUCTION OF A PERMANENT NATIONAL 
MEMORIAL TO THE NORTH AMERICAN INDIANS 





Jury 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Encue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H: J: Res. 303] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the joint resolution (H. J. Res. 303) to establish the Crazy Horse 
Memorial Commission to provide for the construction of a permanent 
national memorial to the North American Indians, and for other 
purposes, having considered the same, report favorably thereon with 
amendments and recommend that the joint resolution do pass. 

The amendments are as follows: 

Page 2, line 14, following the semicolon add the word “and’”’. 

Page 2, lines 15 to 19, inclusive, strike all of subsection (4). 

Page 2, line 20, renumber subsection ‘‘(5)” as subsection ‘(4)’. 

Page 3, line 20, through page 4, line 2, strike the sentences: 

The Commission is authorized to pay such actual and necessary expenses as the 
secretary may incur in the performance of the duties of the office. Such salary 
and expenses shall be paid by the treasurer of the Commission upon presentation 


of vouchers by the secretary thereof, and then only when approved and under- 
signed by the Chairman of the Executive Committee. 


PURPOSE 


The purpose of House Joint Resolution 303, as amended by the 
Committee on Interior and Insular Affairs, is to establish a permanent 
memorial to the American Indian. This would be accomplished 
through the appointment of an 11-man commission, to be known as 
the Crazy Horse Memorial Commission. Duties of the Commission 
members, who would serve without compensation, would be as follows: 

(1) Establish and maintain a memorial, of such design and size as 
the Commission deems proper, at the site of the figure of the Indian 
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leader, Crazy Horse, at Thunderhead Mountain in the Black Hills of 
South Dakota; 

(2) Arrange for the completion of the figure of Crazy Horse in 
accordance with the dimensions, designs, and model of Korezak 
Ziolkowski, as part of such memorial; 

(3) Establish a museum as part of such memorial for the purpose of 
perpetuating North American Indian cultures; and 

(4) Investigate and report to Congress as soon as practicable the 
feasibility and desirability of making a charge for admission to such 
memorial, and devoting revenues from such i aaltcat to the completion 
of the memorial itself and then to the fostering of Indian culture at 
the memorial’s museum, and to the repayment to the United States of 
the original construction cost of the memorial. 


BACKGROUND HISTORY 


There is in the United States no permanent memorial honoring the 
North American Indian which would depict for future civilizations 
what manner of men first inhabited the North American Continent 
prior to the advent of the white man. Such a monument now has 
been commenced under the private financing and sponsorship of 
Korezak Ziolkowski, one of the world’s leading sculptors, on Thunder- 
head Mountain in the Black Hills of South Dakota. 

The monument depicts the famous Sioux Indian Chief Crazy Horse 
astride a powerful horse, and leading his warriors into battle. It 
will be 563 feet high and 640 feet long. 

The idea for the monument was envisioned by several Indian 
chiefs who approached Ziolkowski in 1939. Ziolkowski became inter- 
ested in their proposal and searched (1) to find an Indian whose life 
and character would best typify the entire Indian race, and (2) to 
find a granite mountain suitable for such a mammoth carving and 
accessible to the public. 

After traveling through many States and examining many locations, 
Ziolkowski decided upon Thunderhead Mountain near the historic 
city of Custer in South Dakota. Through his effort and ingenuity 
and a:few small private contributions, he already has blasted away 
600,000 tons of granite. To date he has invested approximately 
$280,000 of his own money in the project. 

Crazy Horse was chosen to typify the American Indian because as 
a leader he sought peace and fought only in defense. He was a fierce 
fighter. American cavalrymen rated him as the greatest Indian 
tactician; his tactical maneuvers were studied at West Point in con- 
nection with the handling of light cavalry. 


CONCLUSIONS 


Ziolkowski is 46 years of age. He cannot possibly complete the 
carving of this great monument through his own efforts and financing. 
The $250,000 authorized by House Joint Resolution 303 would permit 
completion of the head of Crazy Horse. Once this is finished, it 1s 
believed that tourist contributions and admission receipts would 
defray the cost of carving the balance of the monument. Mr. 
Ziolkowski has emphasized that he does not want any payment for 
his work and the Commissioners would serve without compensation. 
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The bill has been amended by the Committee on Interior and Insular 
Affairs to eliminate any payments to the Commission secretary. 
In reporting this bill, it is the understanding of the committee that 
no further appropriation from Federal funds will be requested. 
The Department of the Interior has reported unfavorably on House 
Joint Resolution 303, as set forth below: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 31, 1955. 
Hon. Cuatr ENGLE, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. ENGtE: Your committee has requested a report on House Joint 
Resolution 303, to establish the Crazy Horse Memorial Commission to provide 
for the construction of a permanent national memorial to the North American 
Indian, and for other purposes. 

We recommend that the joint resolution be not enacted. 

The joint resolution establishes a Crazy Horse Memorial Commission composed 
of 11 persons to be appointed by the President, which shall establish and maintain 
at Thunderhead Mountain in the Black Hills of South Dakota a memorial to the 
Indian leader Crazy Horse. The memorial will include the completion of a large 
figure commenced by a sculptor under private sponsorship, and the establishment 
of a museum for perpetuating North American Indian cultures. The joint 
resolution also requires the Commission to report to Congress on the feasibility of 
establishing as a part of the memorial a medical research center for the study of 
problems of particular interest to Indians. A total appropriation of $250,000 
is authorized. 

Crazy Horse was an Oglala Sioux chief, said to have been so named because a 
wild horse dashed through the village when he was bern. He was a bold, adven- 
turous leader of the southern Sioux, who scorned reservation life and frequently 
wreaked vengeance on the whites. With Sitting Bull he was responsible for the 
annihilation of the command of Gen. George Custer in the battle of the Little 
Bighorn River on June 25, 1876, but he surrendered to Federal forces in the spring 
of 1877 with 2,000 of his followers. Suspected of stirring up war again, he was 
placed under arrest on September 7, 1877, and was shot when he tried to break 
away from the guard. 

We believe that memorials of this type should be financed through private 
resources rather than with Federal funds. The Crazy Horse memorial is only 
one of several memorials to the American Indian that have been proposed during 
recent years. For example, an American Indian foundation in Ann Arbor, Mich., 
is currently planning the construction of a memorial to the American Indian in 
some appropriate locality and has sought the support of this Department in 
obtaining Federal financial aid. The American Indian Shrine, Inc., is currently 
sponsoring the construction of a shrine in Washington, D. C., honoring the 
American Indian. Other similar proposals have been made. It is difficult to 
justify Federal financial support for one worthy enterprise of this character and 
not for others. The grant of Federal financial aid to complete the Crazy Horse 
memorial which has been started by a private foundation would in all probability 
result in similar requests from other groups. 

In view of the pressing need for funds for constructive work among the Indian 
people in the fields of education, health, relocation, and development of economic 
opportunities, the available Federal funds should be used for meeting these 
immediate needs, and the construction of memorials to Indians should be financed 
through private subscription or private foundations as has been the case in the 
past. 

With respect to the proposed investigation by the Commission to determine the 
feasibility of establishing a medical research center as a part of the memorial, that 
type of investigation and report could more appropriately be made by the Depart- 
ment of Health, Education, and Welfare, which will assume on July 1, 1955, the 
responsibility for administering the Indian health program. Any new medical 
research center that is authorized should be integrated into that program. More- 
over, on the basis of our past experience with the administration of the Indian 
health program, we believe that the location of any new Indian medical research 
center should be controlled by strictly medical and practical considerations, such 
as accessibility and proximity to other research institutions, rather than the site 
of a memorial. 
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As we are informed that your committee has urgent need for this report, it has 
not been submitted as yet to the Bureau of the Budget for advice concerning its 
relation to the program of the President. This information will be obtained, 
however, as soon as possible, and we shall advise your committee accordingly, 

Sincerely yours, 
Frep G. AANDARL, 
Assistant Secretary of the Interior, 


DEPARTMENT OF THE INTERIOR, 
Orrice OF THE SECRETARY, 
Washington 25, D. C., June 30, 1955. 
Hon. Crarr ENG3E, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: The report of this Department on House Joint Resolu- 
tion 303, a bill to establish the Crazy Horse Memorial Commission to provide 
for the construction of a permanent national memorial to the North American 
Indian, and for other purposes, was transmitted to your committee May 31, 
In view of information that your committee desired an immediate statement of 
the views of this Department, the report was submitted without clearance through 
the Bureau of the Budget. 

Subsequent to the transmission of the report on House Joint Resolution 303, 
we have been advised that our report, as submitted to your committee on May 31, 
is without objection insofar as the Bureau of the Budget is concerned. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


The committee agrees with the Department views that a medical 
research center is not appropriate as part of the Crazy Horse memorial 
and has deleted this provision from House Joint Resolution 303. 
However, the committee considers the Crazy Horse memorial desirable 
and recommends the enactment of House Joint Resolution 303, 
as amended. O 
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PROVIDING FOR THE DISPOSAL OF PUBLIC LANDS WITHIN HIGH- 
WAY, TELEPHONE, AND PIPELINE WITHDRAWALS IN ALASKA, 
SUBJECT TO APPROPRIATE EASEMENTS 





Juty 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enats, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4096] 















The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4096), to provide for the disposal of public 
lands within highway, telephone, and pipeline withdrawals in Alaska, , 
subject to appropriate easements, and for other purposes, having con- 
sidered the same, report favorably thereon with amendment and 
recommend that the bill do pass. 

The amendment is as follows: 

Page 2, line 6; after the period on line 6 insert a new sentence as 
follows: 


Me eT eT Rat a ee 
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If such lands are under the jurisdiction of a Federal department or agency other than 
the Department of the Interior, any sale thereof shall be made only with the consent of 
such department or agency. 


EXPLANATION OF THE BILL 


SER ANA E ETN Bete PEST AO 


The purpose of H. R. 4096, as amended, is to provide for the disposal 
of public lands within highway, telephone, and pipeline withdrawals 
subject to appropriate easements. 

The construction of highways in Alaska has done much to stimulate 
the settlement and development of the Territory. To protect these 
highways, strips of public lands have been reserved for roadway pur- 
poses under Public Land Orders 601 of August 10, 1949, and 757 of 
October 16, 1951. Public Land Order 386 of July 31, 1947, provided 
for a withdrawal of strips running generally parallel to the highway 
for a telephone line and an oil pipeline. In many cases the highways 
and lines cross legal subdivisions of public lands which have been 
patented to private owners. 
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2 PROVIDE FOR DISPOSAL OF CERTAIN PUBLIC LANDS IN ALASKA 


Frequently the withdrawn areas are as large as 600 feet in width 
and thus full utilization of the area along the highway is practically 
impossible. The Department favors a general program of reducing 
the area of public lands in Alaska withdrawn from entry in order to 
encourage their development. Therefore, Departmental Order 2665 
of 1951 established road easements rather than large withdrawal 
areas. 

Section 2 would authorize the Secretary to dispose of the lands 
restored from these withdrawals under any law specified by him or 
to sell them at not less than their appraised value. Owners or 
claimants to land adjoining these withdrawal areas would be given 
preferred rights of acquisition. The bill in section 2 is amended to 
provide that if said lands are under the jurisdiction of a department 
or agency other than the Department of the Interior, sale or disposal 
of said lands will be subject to the consent of the department or agency 
concerned. 

Section 3 provides authority for the Secretary to establish ease- 
ments over the lands, to protect the roads, parkways, and lands from 
use by the owner or anyone else in any way which would interfere 
with the purposes of the rights-of-way or which would destroy park- 
way values. The Secretary may fully protect these rights-of-way 
and at the same time protect the adjoining landowners against entry 
by others on the rights-of-way. 

The Committee on Interior and Insular Affairs believes that much 
public land now underdeveloped would receive full utilization by the 
provisions of H. R. 4096, as amended, and, therefore, recommends 
the enactment of the legislation. 

The executive communication from the Department of the Interior 
which is the basis for H. R. 4096 and the favorable report from the 
Department of Agriculture are as follows: 

Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 8, 1955. 
Hon. Sam RAYBURN, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Spraker: Enclosed is a draft of a proposed bill to provide for 
the disposal of public lands within highway, telephone, and pipeline withdrawals 
in Alaska, subject to appropriate easements, and for other purposes. 

I suggest that the proposed bill be referred to the appropriate committee for 
consideration, and I recommend that it be enacted. 

The construction of roads in Alaska has done much to stimulate the settlement 
and development of the Territory. To protect these roads, strips of public 
lands have been reserved for highway purposes under Public Land Order 601 
of August 10, 1949, as modified by Publie Land Order No. 757 of October 16, 
1951. Public Land Order No. 386 of July 31, 1947, provided for a withdrawal of 
strips running generally parallel to the highway for a telephone line and an oil 
pipeline. In many cases, the highways and lines cross legal subdivisions of 
public lands which have been patented to private persons and organizations 

Unfortunately, the areas withdrawn are often excessive. The withdrawals 
prevent full utilization of areas along the roads which could be entered by adjoin- 
ing landowners or others without interfering with the use of the roads and with- 
out injury to protective parkway values. In report No. 1460 (April 1, 1954), 
to accompany H. R. 8680, 83d Congress, at page 6, the House Committee on 
Appropriations severely criticized these withdrawals, stating: 

“The committee has on several occasions called attention to the ridiculous 
land withdrawals to provide 600-foot rights-of-way for Alaskan highways. ‘This 
makes commercial or private development practically impossible in areas where 
it should be occurring. The Department is expected to correct this condition 
without delay.” 
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- This Department has embarked on a general program to reduce the area of 
public lands in Alaska withdrawn from entry in order to encourage the develop- 
ment of the public lands. The Department has provided for road easements 
rather than withdraw large areas. Departmental Order 2665 of October 16, 1951 
(43. C. F, R. Cum. Supp. 74.29). 

Legislative authority is needed to solve the problem of these large highway, 
telephone line, and pipeline withdrawals in Alaska. The proposed bill would 
authorize the Secretary to dispose of the lands, restored from such withdrawal, 
under any law specified by him or to sell such public lands at not less than their 
appraised value, giving any adjoining landowners or claimants a preferred right 
to acquire the lands subject to disposal. The proposed bill also provides for the 
Secretary to establish easements over the lands to protect the roads, parkways, 
and lines from use by the owner or anyone else in any way which would interfere 
with the purposes of the rights-of-way or destroy parkway values. The Secretary, 
therefore, could fully protect the rights-of-way under this proposal; at the same 
time he could protect the adjoining landowner against entries by others on the 
rights-of-way. Much publie land, now tindeveloped, would undoubtedly receive 
intense utilization if this bill became law 

I urge the enactment of this bill to help this Department eliminate unnecessary 
publie land withdrawals in Alaska, to encourage full use of desirable areas along 
its roads, and to protect holders of existing equities in such areas. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this proposed legislation to the Congress. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


A BILL To provide for the disposal of public lands within highway, telephone, and pipeline withdrawals 
in Alaska, subject to appropriate easements, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That upon revocation of a withdrawal for high- 
ways, telephone lines, or pipelines, in Alaska, the lands involved shall be subject 
to disposal only under laws specified by the Secretary of the Interior, subject to 
easements as established by the Secretary. Notwithstanding any statutory 
limitation on the area which may be included in an unpatented claim or entry, 
the Secretary may permit the amendment of the land description of a claim or 
entry on adjoining lands to include the restored lands. 

Sec. 2. The Secretary may scll such restored lands for not less than their 
appraised value, giving an appropriate preference right to the holders of adjoining 
claims or entries, and to owners of adjoining private lands. 

Sec. 3. Public lands in Alaska within an easement hereunder established by 
the Secretary of the Interior may not be utilized or occupied without the permis- 
sion of the Secretary, or an officer or agency designated by him. If the lands 
crossed by an easement established under this Act are under the jurisdiction of a 
Federal department or agency other than the Department of the Interior, or of a 
State, Territory, or other Government subdivision or agency, such permission 
may be granted only with the consent of such department, agency, or other 
governmental unit. 

Sec. 4. Nothing in this Act shall affect adversely any valid existing rights. 


DEPARTMENT OF AGRICULTURE, 
Washington, April 7, 1955. 
Hon. Crarr Enate, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


Drar ConcressMAN Encte: H. R. 4096, a bill to provide for the disposal of 
public lands withir highway, telephone, and pipeline withdrawals in Alaska, 
subject to appropriate easements, and for other purposes affects national forest 
land administered by this Department and we therefore wish to volunteer this 
report for your consideration. 

We favor enactment of H. R. 4096 if amended as recommended below. 

We agree with the desirability of revoking public land highway, telephone line, 
and pipeline withdrawals in Alaska of excessive width and releasing the unneeded 
area for sale to private individuals with the public needs protected by appropriate 
easement. The bill would permit the Secretary of the Interior to revoke highway, 
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telephone, and pipeline withdrawals in Alaska covering Federal land under the 
administration of other departments and agencies and to sell the released land 
without the consent of such administering department or agency. Thus, Interior 
could sell national forest land in Alaska without the consent of this Department, 
It is felt this is contrary to good administrative procedure and should be done only 
with the consent of the administering agency or department. This could be 
provided for by adding at the end of section 2 (line 6, p. 2): 

“Tf such lands are under the jurisdiction of a Federal department or agency other 
than the Department of the Interior, any sale thereof shall be made only with the 
consent of such department or agency.” 

The Bureau of the Budget advises that from the standpoint of the program of 
the President there is no objection to the submission of this report. 

Sincerely yours, : 
True D. Morss, Acting Secretary. 
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AUTHORIZING THE TRANSFER TO THE DEPARTMENT OF 
AGRICULTURE, FOR AGRICULTURAL PURPOSES, OF 
CERTAIN REAL PROPERTY IN ST. CROIX, V. I. 





Jury 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enote, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany 8. 2097] 











The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 2097) to authorize the transfer to the Department of 
Agriculture, for agricultural purposes, of certain real property in 

¢ St. Croix, V. I., having considered the same, reports favorably 

4" thereon without amendment and recommends that the bill do pass. 


EXPLANATION OF THE BILL 


SD Rec 





The purpose of S. 2097 is to direct the transfer of certain real 
property in St. Croix, V. I., now owned by the Virgin Islands Corpora- 
tion, to the Department of Agriculture. The Department is presently 
using this property under a cooperative agreement for the research 
and extension program recently established for the Virgin Islands. 
It is desirable that the Department have permanent possession of 
these facilities to complete its program which will benefit the Virgin 
Islands’ economy. 

An identical bill, H. R. 6692, was introduced in the House as the 
result of an executive communication from the Department of Agri- 
culture. A copy of the executive communication and the “no 


i egal report of the Department of the Interior on H. R. 6692 
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May 24, 1955. 
The Speaker, 


House of Representatives. 

Dear Mr. Speaker: Transmitted herewith for the consideration of the Con- 
gress is a proposed bill, to authorize the transfer to the Department of Agricul- 
ture, for agricultural purposes, of certain real property in St. Croix, V. 1. The 
purpose of the proposed bill is to transfer, without cost, land and buildings now 
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used by the Virgin Islands agricultural program, under cooperative agreement 
with the Virgin Islands Corporation, to the Department of Agriculture, in order 
to develop a more effective research and extension program for the Virgin Islands, 

At the time the new Virgin Islands agricultural program was initiated, in accord- 
ance with Public Law 228, 82d Congress, the Department secured approximately 
60 acres of land and several buildings, under a cooperative agreement with the 
Virgin Islands Corporation. The cooperative agreement under which the prop- 
erty is now made available to the Department expires August 20, 1957. 

This land is almost in the center of the agricultural area of Saint Croix. It is 
located at the intersection of the main two roads on the island and thus is readily 
accessible to the farm and rural people the program is designed to serve. The 
60 acres consist roughly of 40 acres of good level farmland which is very adaptable 
to plot work or to demonstration-type experiments. ‘The remaining 20 acres is 
rough and not generally usable for agricultural purposes, except for certain types 
of plant introductions which require shaded or wooded areas, but provides a good 
site for necessarv buildings and facilities. 

The facilities are adequate for carrying out the current research and extension 
program for the islands. They consist of an old house, which was converted into 
laboratory and office space, and a stone garage. 

If the Government is to continue a research and extension program in the 
Virgin Islands, it is essential that the Department acquire a permanent location. 
For the foregoing reasons, the Department is interested in this particular area. 

One of the objectives of the program is to introduce. better varieties of crop 
plants to improve production in the islands. There would be little purpose in 
establishing groves of mangoes, limes, and similar trees unless the Department 
would have assurance that it can control the land on which they are planted long 
enough to secure results from the research undertaken. 

Also, there are certain facilities which must be added. To assure adequate water, 
a well should be dug, a certain amount of additional road is necessary, protective 
fencing is essential and certain changes in the structures would be desirable if the 
Department is to develop first-class laboratory facilities. The Department is 
hesitant to undertake this type of operation unless it has assurance that it can 
continue to use the property. 

It is highly desirable that title to this 60 acres of land and its facilities be ac- 
quired by the Department of Agriculture from the Virgin Islands Corporation 
in order that the Department will be in a position to develop the long-range aspects 
of the Virgin Islands research and extension program. 

A similar letter is being sent to the President of the Senate. 

The Bureau of the Budget advises that there is no objection to the transmission 
of the proposed legislation to the Congress for its consideration. 

Sincerely yours, 
E. T. Benson, Secretary. 


A BILL To authorize the transfer to the Department of Agriculture, for agricultural purposes, of certain 
real property in Saint Croix, Virgin Islands 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Virgin Islands Corporation is authorized 
and directed to transfer and convey to the United States of America upon 
request of the Secretary of Agriculture, without cost, the real property comprising 
60 acres more or less, together with the buildings and improvements thereon, 
occupied and in use by the Department of Agriculture, which property is adjacent 
to the southwest corner of the intersection of Centerline Road and Airport Road 
on the Island of St. Croix, Virgin Islands: Provided, Upon the transfer and 
conveyance of such property by the Virgin Islands Corporation to the United 
States, the interest-bearing investment of the United States in the Corporation 
shall be reduced by the net book value of such property. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 10, 1959. 
Hon. Crarr Enaie, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. EnGte: This will reply to your request for the views of this 
Department on H. R. 6692, a bill to authorize the transfer to the Department of 
Agriculture, for agricultural purposes, of certain real property in Saint Croix, 
V.I. This Department has no objection to the enactment of H. R. 6692. 
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TRANSFER OF CERTAIN REAL PROPERTY IN ST. CROIX, V. I. 3 


The purpose of H. R. 6692 is to transfer to the Department of Agriculture ap- 

roximately 60 acres of land, together with the buildings and improvements 
thereon, title to which is now held by the Virgin Islands Corporation. The prop- 
erty in question is now being used by the Department of Agriculture under a lease 
from the Virgin Islands “ag, epson for a term of 5 years, which term is due to 
expire on August 20, 1957. he lease contains provisions giving the United States 
an option to purchase the property at any time during the term of the lease for 
the sum of $25,000. 

Enactment of the bill would enable the Department of Agriculture to plan for 
the permanent use of the property in carrying forward its important research and 
extension program in the Virgin Islands, a use to which the property appears to 
be well suited. While this objective seemingly could also be accomplished through 
the exercise of the purchase option contained in the present lease, exercise of the 
option would entail the transfer of $25,000 from the appropriations of the Depart- 
ment of Agriculture to the funds of the Virgin Islands Corporation. Under 
H. R. 6692, no transfer of funds would be required. 

The proviso in the bill states that when the property is conveyed by the Virgin 
Islands Corporation to the United States, the interest-bearing investment of the 
United States in the Corporation shall be reduced by the net book value of such 
property. This proviso is essential in order to provide for crediting the value of 
the property against the indebtedness of the Corporation to the United States. 
In the absence of the proviso, the Corporation would be obligated to the United 
States for assets no longer held by it. One of the basic principles of the Virgin 
Islands Corporation Act is that the accounts of the Corporation shall be main- 
tained on a basis that will accurately reflect its fiscal position, the results of its 
operations, and its fiscal relations with the United States. The proviso therefore 
serves the necessary end of granting to the Corporation a credit on its indebted- 
ness equal to the value of the property so transferred. 

The Bureau of the Budget has advised that there is no objection to the presenta- 
tion of this report to your committee. 

Sincerely yours, 
CuarENcE A. Davis, 
Acting Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of S. 2097. 
O 
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84TH CONGRESS rf HOUSE OF REPRESENTATIVES © ‘ Report 
1st Session No. 1067 





DESIGNATING THE LAKE CREATED BY THE FALL RIVER 
RESERVOIR, IN THE STATE OF KANSAS, AS LAKE 
MEYER 





Jory 6, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


{To accompany H. R. 4729] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 4729) to designate the lake created by the Fall River Reservoir, 
in the State of Kansas, as Lake Meyer, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

The site of the Fall River Dam is on the Fall River about 54 miles 
above its confluence with the Verdigris River and about 4 miles 
northwest of Fail River, Greenwood.County, Kans. 

H. R. 4729 proposes to designate the lake created by the Fall River 
Reservoir as Lake Meyer in honor of Hon. Herbert Alton Meyer, a 
Representative from the Third Congressional District of Kansas, who 
died in 1949. Mr. Meyer took an active part in securing authoriza- 
tion of and appropriations for construction of the Fall River Dam. 
The committee has been informed that the bill has the support of 
interested groups and individuals of that area. 

Reports received by the committee from the Department of the 
Army and the Department of the Interior, indicating no objection to 
the legislation, are set forth below: 

DEPARTMENT OF THE ARMY, 
Washington, D. C., April 26, 1956. 
Hon. Caartxs A. Buckuey, 
Chairman, Committee on Public Works, 
House of Representatives. 


Drar Mr. Cuarnman: Reference is made to your request for the views of the 
Department of the Army with respect to H. nf 4729, 84th Congress, a bill to 
designate the lake created by the Fall River Reservoir, in the State of Kansas, 
as Lake Meyer. 
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2 DESIGNATE LAKE CREATED BY FALL RIVER AS LAKE MEYDR 


The Department of the Army has no objection to the enactment of H. R. 4729, 
the purpose of which is set forth in the'titlé «,) 5 2) 

Since it appears that, under Public Law 242, 80th Congress, the Board on 
Geographic Names may have an interest in this bill, it is recommended that the 
views of the Board be requested. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert T. Stevens, 
Secretary of the Army. 


ener eee 


DEPARTMENT OF THE INTERIOR, 
FFICE OF THE SECRETARY, 
Washington, D. C., April 20, 1956. 
Hon. Cuaries A. BuckKLeEy, 
irman, Committee on Public Works, 
House of Representatives, Washington, D.C. 

My Dear Mr. Bucxiey: Your committee has requested a report on H. R. 
4729, a bill to designate the lake created by the Fall River Reservoir, in the State 
of Kansas, as Lake Meyer. 

The proposed naming appears appropriate within the terms of reference of the 
stated conjoint policy of the interdepartmental Board on Geographic Names and 
this Department covering application of the names of persons to natural features. 

The Department of the Interior and the Board on Geographic Names therefore 
have no objection to enactment of the proposed legislation. 

Since the expenses involved in changing records and maps consequent upon 
passage of the proposed legislation would be borne principally by other agencies, 
this en can give no estimate of probable costs. They would not be 
material. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this report to your committee. 

Sincerely yours, 
F. E. Wormser, 
Assistant Secretary of the Interior. 


O 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 1068 





PROVIDING FOR ADJUSTMENTS IN THE LANDS OR INTERESTS 
THEREIN ACQUIRED FOR THE DEMOPOLIS LOCK AND DAM, 
ALABAMA, BY THE RECONVEYANCE OF CERTAIN LANDS OR 
INTERESTS THEREIN TO THE FORMER OWNERS THEREOF 





Jury 6, 1955.—Committed to the Committee of the Whole House on the State of 
the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


{To accompany H. R. 3235] 


The Committee on Public Works to whom was referred the bill 
(H. R. 3235) to provide for adjustments in the lands or interests 
therein acquired for the Demopolis Lock and Dam, Ala., by the 
reconveyance of certain lands or interests therein to the former 
owners thereof, having considered the same, reports favorably thereon 
with amendment and recommends that the bill, as amended, do pass. 

The amendment is as follows: 

Page 3, line 25, strike entire section 3 and insert in lieu thereof the 
following: 


Sec. 3. Any proceeds from sales made under this Act shall be covered into 
the Treasury of the United States as miscellaneous receipts. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army 
to reconvey certain lands acquired for the Demopolis Lock and Dam, 
Ala., to the former owners thereof, subject to exceptions, restrictions, 
and reservations necessary in the public interest. 


BACKGROUND 


The Demopolis Lock and Dam project on the Tombigbee River in 
Alabama, embraces an area of 91,000 acres of land in Marengo, 
Greene, and Sumter Counties. Project plans provided for the ac- 
quisition of flowage easements over approximately 72,000 acres of 
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2 ADJUSTMENTS IN LANDS ACQUIRED FOR DEMOPOLIS LOCK AND DAM 


the area. Of the remaining 19,000 acres, fee-simple title to 16,113 
acres, including the dam site and other construction areas, has been 
acquired and title to 2,887 acres is being acquired subject to the 
reservation by the landowners of mineral interests, including oil and 
ee: In acquiring the 19,000 acres, approximately 13,000 acres have 

een acquired by purchase transactions and approximately 6,000 
acres are being acquired through condemnation proceedings, some of 
which have not progressed to the determination of just compensation 
and the entry of final judgment. 

In order to restrict the landownership requirements of reservoir 
projects to the minimum area essential to their construction, operation, 
and maintenance, the Department of the Army, in October 1953, 
revised its land-acquisition policy relating to reservoir projects so as to 
place greater emphasis on the acquisition of flowage easements instead 
of fee title, wherever feasible. This policy is being applied in ful- 
filling the land-acquisition requirements for the Demopolis Lock and 
Dam project. In addition, action has been taken, in appropriate 
cases, to amend pending condemnation proceedings as authorized by 
the act of Congress approved October 21, 1942 (56 Stat. 797) to pro- 
vide for the taking of such lesser estate as will conform to the revised 
policy and will be compatible with project requirements. On the other 
hand, the Secretary of the Army does not have authority to adjust 
in a similar manner the acreage or title interest in lands acquired 
through purchase transactions. 

Enactment of H. R. 3235 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyance to former 
owners of lands or interests therein, which the current development 
status of the project indicates may be feasible. The proper exercise 
of this authority will serve to bring about the desired adjustments in a 
manner fair and reasonable, both to the owners of lands being acquired 
through condemnation proceedings and to owners of lands that have 
been acquired heretofore through purchase transactions and at the 
same time preserve the objectives of the Federal Property and Ad- 
ministrative Services Act of 1949, as amended, and the policies and 
procedures employed in its administration. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Army is not opposed to the enactment of this 
bill. Department of the Army witnesses provided the committee 
with an estimate of 6,000 acres of land held in fee simple which may 
be subject to reconveyance under the provisions of this bill, subject, 
however, to the reservation of flowage easements and such other 
restrictions, exceptions, and conditions as may be necessary in the 
public interest. The committee has adopted the recommendation of 
the Bureau of the Budget that section 3 of the bill be amended in the 
manner indicated above. The bill provides for the termination of 
the act 3 years after the date of its enactment. 

The report of the Department of the Army follows: 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., April 5, 1956. 
Hon. Cuartes A. Buck.ey, 
Chairman, Commitee on Public Works, 
House of Representatives. 


Dear Mr. CuarrMan: Reference is made to your request for the views of the 
Department of the Army with respect to H. R. 3235 and H. R. 3261, 84th Congress, 
identical bills, to provide for adjustments in the lands or interests therein acquired 
for the Demopolis Lock and Dam, Ala., by the reconveyance of certain lands or 
interests therein to the former owners thereof. 

The Department of the Army is not opposed to the above-mentioned bills. 

The purpose of the bills is indicated in their title. 

The Demopolis lock and dam project on the Tombigbee River in Alabama 
embraces an area of 91,000 acres of land in Marengo, Greene, and Sumter Counties. 
Project plans provided for the acquisition of flowage easements over approximately 
80 percent of the area. However, fee-simple title to 16,113 acres, including the 
dam site and other construction areas, has been acquired. Title to approximately 
2,887 acres is being acquired subject to the reservation by.the landowners of the 
mineral interests, including oil and gas, provided, however, that the mineral 
interests so reserved shall be subordinated to the right of the Government to 
flood the premises and to restrict the exploitation of the mineral interests reserved 
in such manner as is determined to be necessary to fully protect the operation 
and management of the reservoir project. Approximately 13,000 acres of the 
above-mentioned 19,000 acres to be acquired has been purchased and approxi- 
mately 6,000 acres are being acquired through condemnation proceedings, some 
of which have not progressed to the determination of just compensation and the 
entry of final judgment. 

In order to restrict the landownership requirements of reservoir projects to the 
minimum area essential to their construction, operation, and maintenance, the 
Department of the Army has revised its land-aecquisition policy so as to place 
greater emphasis on the acquisition of flowage easements instead of fee title, 
wherever feasible. This policy is being applied in fulfilling the land-acquisition 
requirements for the Demopolis lock and dam project. In addition, action has 
been taken, in appropriate cases, to amend pending condemnation proceedings 
as authorized by the act of Congress approved October 21, 1942 (56 Stat. 797) 
to provide for the taking of such lesser estate as will conform to the revised 
policy and will be compatible with project requirements. On the other hand, 
the Secretary of the Army does not have authority to adjust in a similar manner 
the acreage or title interest in lands acquired through purchase transactions. 

Fnactment of H. R. 3235 or H. R. 3261 would provide the Secretary of the Army 
with authority to make adjustments, through reconveyance to former owners of 
lands or interests therein, which the current development status of the project 
indicates may be feasible. The proper exercise of this euthority will serve to 
bring about the desired adjustments in a manner fair and reasonable, both to the 
owners of lands being acquired through condemnation proceedings and to owners 
of lands that have been acquired heretofore through purchase transactions and 
at the same time preserve the objectives of the Federal Property and Administra- 
tive Services Act of 1949, as amended, and the policies and procedures employed 
in its administration. 

The fiscal effect of these bills cannot be readily ascertained at this time. 

The Bureau of the Budget advises that while there is no objection to the sub- 
mission of this report, it recommends that section 3 of the bill be revised to read 
as follows: 

“Src. 3. Any proceeds from sales made under this Act shall be covered into 
the Treasury of the United States as miscellaneous receipts.” 

Sincerely yours, 
CHARLES FINUCANE, 
Acting Secretary of the Army. 


O 
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84rH CONGRESS } HOUSE OF REPRESENTATIVES | Report 
1st Session No. 1069 





CONSIDERATION OF H. R. 5168 





Jury 6, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. THorRNBERRY, from the Committee on Rules, submitted the 
following 


REPORT 
[To accompany H. Res. 298] 


The Committee on Rules, having had under consideration House 
Resolution 298, report the same to the House with the recommenda- 
tion that the resolution do pass. 


O 
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AMEND DOMESTIC MINERALS PROGRAM EXTENSION ACT 
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84rH CONGRESS HOUSE OF REPRESENTATIVES { Reporr 
1st Session No. 1070 





AMENDING THE DOMESTIC MINERALS PROGRAM EXTENSION 
ACT OF 1953 IN ORDER TO EXTEND THE PROGRAMS TO EN- 
COURAGE THE DISCOVERY, DEVELOPMENT, AND PRODUCTION 
OF CERTAIN DOMESTIC MINERALS 





Jury 6, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enaue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 6373] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6373) to amend the Domestic Minerals Pro- 
gram Extension Act of 1953 in order to extend the programs to en- 
courage the discovery, development, and production of certain 
domestic minerals, having considered the same, report favorably 
thereon with amendments and recommend that the bill do pass. 

The amendments are es follows: 

Page 2, strike all of lines 8 to 15, inclusive, and insert in lieu thereof 
the following new section: 

Src. 2. The additional quantities of materials delivered to purchasing depots 


which may be bought under this Act are limited to amounts of each material not 
in excess of twice the total authorized under each program as it existed on July 1, 


1953. 
Page 2, line 20, strike the word “operating” and insert in lieu 
thereof the word “operated”. 


LEGISLATION CONSIDERED 


H. R. 6373, by Representative Engle of California, is 1 of a total 
of 11 bills of similar purpose considered by the committee. Repre- 
sentative Young of Nevada is coauthor of this legislation, having 
introduced H. R. 6448, an identical bill. The related bills are: 
H. R. 3126, by Representative Mills of Arkansas; H. R. 4230, by 
Representative Harris of Arkansas; H. R. 3898, by Representative 
Engle of California; H. R. 3315, by Representative Harrison of Vir- 
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2 AMEND DOMESTIC MINERALS PROGRAM EXTENSION ACT 


inia; H. R..3381, by Representative Abbitt of Virginia; H. R. 5221, 

y Representative Blatnik of Minnesota? H:‘R: 5261, b Representa- 
tive Pfost of Idaho; H. R. 3798, by Representative Rhodes of Arizona; 
and H. R. 4374, by Representative Metcalf of Montana. 


PURPOSE 


H. R. 6373, if enacted, would— 

(1) Assure the continuance of the domestic minerals production 
program to the termination dates established by the Congress 
under Public Law 206, 83d Congress; ' 

(2) Eliminate the discrimination in favor. of the West with 
respect to the distribution of manganese ore-buying depots; and 

(3) Maintain the mobilization base composed of hundreds of 
mines stimulated by Public Law 206 until a long-range domestic 
minerals pro may be developed: with the assistance of the 
newly formed Office of Minerals Mobilization in the Department 
of the Interior. 

This would be accomplished by increasing the quantities of minerals 
to be accepted under the program. A time extension of the program 
is not provided by the measure, rng! 


Domestic Minerals Production Extension Act of 1958 


Public Law 206 is known as the Domestic Minerals Production 
Extension Act of 1953 (67 Stat. 417). This is an act to encourage 
the discovery, development, and production of tungsten, manganese, 
chromite, mica, asbestos, beryl, and columbium-tantalum-bearing 
ores and concentrates in the United States, its Territories, and posses- 
sions, and for other purposes. The act extended for an additional 2 
years the termination dates of all purchase programs designed to 
stimulate the domestic production of the specified strategic and critical 
minerals and metals and established by regulations issued pursuant 
to the Defense Production Act of 1950, as’ amended. 


Program termination dates established by Public Law 206 


Public Law 206 extended program termination dates to June 30, 
1957, for chrome ore, beryl, and mica; to October 1, 1957, for asbestos; 
to June 30, 1958, for tungsten and manganese; and to December 31, 
1958, for columbium-tantalum. 


Primary purpose of Public Law 206 


The committee notes that the primary purpose of Public Law 206 
was to stimulate discovery, development, and production of the seven 
named minerals and materials by providing producers with a longer 
period of certainty during which they could participate under the 
established programs and make plans and investments accordingly. 

The report submitted by the Senate Committee on Interior and 
Insular Affairs, on reporting H. R.. 2824, as amended, which was 

assed the the Congress and became Public Law 206, contained the 
ollowing statements of purpose: 

The primary purpose of H. R. 2824, as amended; is to afford American producers 
of tungsten, manganese, chromite, and other strategic and critical minerals set 
forth in the amendment, a period of certainty in which they may make plans and 
investments for achievement of the production goals that have been set for them. 
To accomplish this purpose, the programis established under the Defense Produc- 
tion Act as amended are extended 2 years, or until July 1, 1958, with a proviso 
that this date shall not preclude the administrative agencies from extending such 
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ms beyond July 1, 1958, or increasing the quantity of minerals obtained 
under them if conditions warrant. 
* * a * * * 


id 
The terms of H. R. 2824, as amended, on the other hand, make continuance 
of the programs mandatory and thus afford the required certainty. 

Consider the statement of the Director of Raw Materials, Atomic 
Energy Commission, before the Joint Committee on Atomic Energy 
on February 3, 1955, wherein he points out that— 

A 7- to 10-year market is required to justify private capital to go into prospecting 
and exploration. Anyone undertaking exploration and prospecting for uranium 
or any other metal for that matter, must expect with good luck to spend 1 to 


years at least in finding a deposit. Then there is at least 1 or 2 years in develop- 
ment and getting y for production. 


Programs ending prematurely 


The committee finds that, contrary to the apparent intent and pur- 

se of the Congress in passing the Domestic Minerals Program 
Sctentiion Act of 1953, the Sffice of Defense Mobilization is permitting 
this program to end as soon as original production schedules or quotas 
are met instead of increasing such schedules or quotas to permit the 
program to continue intact to the termination dates established by 
the Congress. 

The legislative history of Public Law 206, the testimony of depart- 
mental representatives, and the testimony of spokesmen for the 
domestic mining industry show that the Domestic Minerals Program 
Extension Act of 1953 anticipated a quantity extension as well as a 
time extension. 

Purchases of manganese at the Wenden, Ariz., ore-buying depot 
were terminated in May of this year, more than 3 years Gees the 
termination date establisned by Public Law 206. The tungsten and 
asbestos programs and the manganese program in effect at the Deming, 
N. Mex., ore-buying depot will be terminated within the next 12 
months if current and anticipated rates of delivery continue. 

The assured extension of the domestic minerals production program 
which was intended to be provided by Public Law 206 apparently 
was more successful in stimulating domestic productien than was 
anticipated. 


Technicality in regulations used to terminate programs 


The committee notes that the ODM is seizing on a technicality in 
the regulations to permit the premature termination of the domestic 
minerals programs. 

Regulations issued on the inception of each domestic mineral pro- 
gram provided that the program would terminate on a certain date 
or when a certain quantity of material had been delivered under the 
program, whichever first occurred. These production schedules or 
quotas were not established to restrict production but because of an 
alleged Bureau of the Budget policy prohibiting open-end procure- 
ment contracts under the Defense Production Act. Consequently, 
the responsible administrative agencies established tentative quotas 
calculated to exceed the estimated potentiality of an area, as in the 
case of ore-buying depots, or of an industry, as in the case of tungsten. 
Statutory authority existed and will continue to exist with the ex- 
tension of the Defense Production Act of 1950, to increase pro- 
gram quotas at any time. In view of the foregoing, and the relatively 
small amount of each material that had been delivered under the 
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programs 2 years ago, the necessity of yore semaity 2 quantity ex. 
tensions into Public Law 206 was not apparent. The abundant 
success of Public Law 206 and the present indifference of the ODM 
to the intent of the Congress were not foreseen. 


Justification for eastern depots and increasing guotas 
The committee notes that— 


It is recognized that establishment of a depot in Virginia could result in discover. 
ies of new ore reserves in the course of mining ores for the depot, that this produc. 
tion would increase the domestic contribution to the manganese supply, and that 
it would in effect eliminate a discrimination in favor of the West since no depots 
exist in the East. It is also recognized that increasing the purchase quota at the 
Wenden, Ariz., depot would provide an outlet for a number of mines which have 
just come into production, or are about to come into production, the output of 
which would considerably exceed original estimates of the potentiality of this area, 


This statement was made by Arthur S. Flemming, Director, Office of 
Defense Mobilization, less than a year ago at a meeting held in Wash- 
ington, D. C., with a group of manganese producers from Virginia 
and is contained in a memorandum dated August 18, 1954, distributed 
at the meeting. The statement speaks for itself. 


ODM promise to manganese producers 


In regard to the so-called carlot program for high-grade domestic 
manganese ores, the committee notes that— 

Currently, Virginia producers are planning on expansion of output which may 

reach 50,000 to 75,000 tons or more per year. Other States may also expand 
their production and, with a similar development in Arizona, which has sub- 
stantial resources, the output of usable ore could exceed the quota. Under these 
circumstances, the amount offered the Government under this program from all 
parts of the country would approximate the goal of 19 million long ton units prior 
to June 30, 1958. 
These also are the words of the Director of ODM, which are set forth 
in the memorandum cited above which recently came to the attention 
of the committee. More important is the remainder of the statement 
wherein the Director of ODM assured the manganese producers that 
“When this situation develops the goal will be increased in the interest 
of developing and maintaining our domestic mobilization base.” {Italics 
supplied] The committee believes that little more need be said in 
support of this proposed legislation. 


Report of the President’s Cabinet Committee on Minerals Policy 


It is the understanding of the committee that the principal policy 
guide to be followed by the Office of Defense Mobilization is that con- 
tained in the report of the President’s Cabinet Committee on Minerals 
Policy. That report, issued only 7 months ago, contains the following 
statements and recommendation: 


Overriding in importance in any consideration of policies relating to mineral 
production and utilization is the security of the Nation. The lack of available 
metals and minerals has in the past proved to be a weak link in American security. 
The members of the Committee have, therefore, examined with care the existing 
status and progress of mobilization planning and the stockpile of strategie minerals, 
and have developed recommendations designed to strengthen this aspect of our 
defense. 

We recognize also that the domestic mineral industry must contribute in vary- 
ing degrees to the mineral raw material base for any future mobilization effort 
and propose ways and means of maintaining or achieving proper levels of efficient 
domestic production required as an adequate component of mobilization base. 


* ” * * * * * 
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The Office of Defense Mobilization (ODM) is responsible for overall mobiliza- 
tion planning activities of the Government but those activities relating to minerals 
have been reduced to a bare skeleton basis and divided among several agencies. 

3. The committee recommends that the ODM review with the Departments of 
Interior and Commerce, and other agencies concerned, the tasks which need to be 
carried on to build and maintain the mobilization base for metals and minerals; 
and issue necessary delegations of authority to assure full coverage of mobilization 
planning for metals and minerals within the policy framework and criteria 
established by ODM. 


ODM inconsistent 


The committee notes that the course of action being taken by the 
ODM in permitting the domestic minerals production program to 
terminate when quotas are filled and in opposing this proposed legis- 
lation to increase quotas so as to assure continuance of the program 
to the termination dates established by Public Law 206 is wholly 
inconsistent with— 

(1) The statements and recommendations of the President’s 
Cabinet Committee on Minerals Policy cited above; 

(2) The fact that the Office of Minerals Mobilization in the 
Department of the Interior has just commenced to function with 
the fiscal year 1956 to make studies and determinations with 
respect to a required mobilization base for minerals and metals; 
and 

(3) The statement made by ODM last August that if the quota 
for the manganese carlot program proved inadequate, as antici- 
pated, such quota would be increased “‘in the interest of develop- 
ing and maintaining our domestic mobilization base.” 

The Committee concludes that an indispensable portion, if not the 
keystone, of a sound defense mobilization base is a going domestic 


minerals and materials industry. Therefore, since a long-range 
domestic mineral policy determination has not been made by the 
responsible administration agencies, mining operations stimulated by 
Public Law 206 should be continued to not less than the termination 
dates established thereby. 


THE PROGRAMS 


A table of the purchase programs of the seven named minerals and 
metals, showing the termination dates established by the Domestic 
Minerals Production Extension Act of 1953 and the quantities subject 
to acquisition under the provisions of this act, is set forth below. 








Date of termi- ' 
Commodity pon at Quantity — under t he provisions of 
program 


2. 6373 








| 
1 


Tungsten 1, 1958 | 6,000,000 short-ton units 

Chromite 30, 1957 | 400,0°0 long-ton units, 

(Phillipsburg, Butte, 12,000,000 long-ton units, 
= - , |} Deming, Ariz., 12,000,000 long-ton units. 
Manganese June 30, 1958 Wenden, Ariz., 12,000,000 long-ton units. 
Carlot, national, 38,000,000 long-ton units, 

| | ee ee Meee ance eh | June 30,1957 | 50,000 short tons. 

Asbestos Ort. 1, 1957 | 3,000 short tons. 

a aR eee] June 30, 1957 | Do. 

Columbium.-tantalum Dee. 31, 1958 | 30,000,000 pounds, 








74009°—57 H. Rept., 84-1, vol. 3 111 
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EXPLANATION OF THE PROVISIONS 


Section 1 amends the Domestic Minerals Program Extension Act of 
1953 by providing that purchases under the tungsten, manganese, 
chromite, mica, asbestos, beryl, and columbium-tantalum programs 
designed to stimulate domestic production shall be continued, within 
prescribed limits, in such quantities as may be offered to the Govern- 
ment, until the termination dates established by said act. The 
proviso makes clear that existing statutory authority residing with 
the regulatory agencies to increase the quantities o Meigen J that 
may be wered Mn under the yroasse and to establish additional 
purchasing depots is not limited or restricted by the act. 

Section 2 limits the additional quantities of materials required to 
be accepted under the act to amounts not in excess of twice the total 
authorized under each program as it existed on July 1, 1953. For 
example, the purchase of 6 million long-ton units of manganese was 
authorized under the program for the Wenden, Ariz., ore-buying 
depot as it existed on July 1, 1953. Sections 1 and 2 would require 
that deliveries of manganese ore, limited to an additional 6 million 
long-ton units of manganese, continue to be accepted at this depot. 
The tungsten program would be increased from 3 million to not more 
than 6 million short-ton units. 

Section 3 provides for the establishment of two new manganese 
ore-buying depots, one to serve the Ozark-Cushman area in Arkansas 
and the other to serve the southern Appalachian area. Up to 12 
million long-ton units of manganese, at prices and specifications and 
under regulations identical with those in effect under the program 
operated for the depot at Wenden, Ariz., would be accepted at each 
new depot. 

Section 4 amends the limitation in the manganese carlot program 
excluding producers of more than 10,000 long dry tons of annual 
production from participation therein. As amended, the limitation 
will apply only to producers who, during any 1 of the 4 calendar years 
next preceding 1955, produced and sold more than 10,000 long dry 
tons of manganese ore averaging more than 40 percent manganese. 
This amended limitation continues to deny participation to those few 
substantial producers who are operating under individual contracts 
negotiated with the Federal Government or who, on the inception of 
the program, had established annual production of high-grade man- 

anese ore on a commercial basis in excess of 10,000 tons a year. 
Those producers who are not excluded by the amended limitation 
may ship in excess of 10,000 tons of manganese ore per year. 

Section 5 authorizes and directs the Director of the Office of Defense 
Mobilization to conduct the program modified by the act on moneys 
made available to him for the conduct of activities under the Defense 
Production Act of 1950, as amended. The existing programs are 
conducted with such funds. 

The committee points out that this measure affects only those 
blanket-type programs designed primarily for small-producer partici- 

ation, covered by regulations and established under the Defense 

roduction Act of 1950, as amended. It does not affect negotiated 
contracts or procurement from foreign sources. 
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COMMITTEE AMENDMENTS 


Section 2 was amended by the committee at the suggestion of the 
Department of the Interior. As the bill was introduced, up to three 
times the amount of manganese authorized under each manganese 
depot program as it existed on July 1, 1953, would have been subject 
to acceptance, whereas the quantity extensions for all other programs 
would have been on the order of twice the amounts authorized for 
each program as it existed on said date. Section 2, as amended, 
would increase the quantities subject to acceptance under each mineral 
or depot program in like proportion or twice the total authorized on 
July 1, 1953. 

The amendment on page 2, line 20, striking the word “operating” 
and inserting in lieu thereof the word “operated” is of a perfecting 
nature. 

CONCLUSION 


The committee points out that this proposed legislation would not 
have been necessary had the Office of Defense Mobilization adjusted 
program production quotas to the extent necessary to continue the 
damestic programs of the seven named materials in full force to the 
termination dates established by Public Law 206. 

The committee concludes that H. R. 6373 should be enacted in 
order to implement the intent of the Congress in passing the Domestic 
Minerals Production Extension Act of 1953; to honor the implied 
assurances to “good faith” participants in the programs; and to pre- 
vent the disintegration of an important segment of the domestic 
mining industry and thereby maintain a newly won mobilization base 
until a comprehensive domestic minerals program has been formu- 
lated by the Office of Minerals Mobilization and transmitted to the 
Congress for its consideration. 

In urging the passage of H. R. 6373, it is not the intention of the 
committee to convey the impression that it considers the existing 
short-term programs covering a limited number of minerals to be 
adequate to meet the needs of the Nation or of the affected minerals 
industries. The lack of a positive domestic minerals policy and a 
comprehensive long-range program to encourage and maintain the 
domestic production of all strategic and critical materials capable of 
being produced in the United States has been of increasing concern to 
this committee. 

The committee calls attention to the chairman’s letter of May 24, 
1955, to the Secretary of the Interior, which sets forth his views on 
the background and import of this proposed legislation. A copy of 
the letter was transmitted to the Office of Defense Mobilization. The 
letter is included herein following the departmental reports. 


AGENCY REPORTS 


_The Department of the Interior states in its report that under the 
circumstances it would interpose no objection to H. R. 6373. Its 
report further states that— 


The Bureau of the Budget has advised that there is no objectiom to the 
submission of this report to your committee. 


The agency reports are set out following: 
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8 AMEND DOMESTIC MINERALS PROGRAM EXTENSION ACT 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 24, 1956. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Encte: Reference is made to your request of May 24, 1955, for 
the views of this Department on H. R. 6373, and your earlier requests for our 
views on H. R. 3898 and H. R. 5261. These bills would amend the Domestie 
Minerals Program Extension Act of 1953 (Public Law 206, 838d Cong.; 67 Stat. 
417). 

The Domestic Minerals Program Extension Act of 1953 was intended to en- 
courage the discovery, development, and production of tungsten, manganese, 
chromite, mica, asbestos, beryl, and columbium-tantalum-bearing ores and con- 
centrates in the United States, its Territories and possessions, and to decrease 
the dependence of this country on foreign sources of supply for these strategic 
and critical metals and minerals. The 1953 act recognizes the fact that domestic 
producers who would be encouraged to explore, develop, and operate mines for 
the production of these materials should be in a position to plan their capital 
investment and production over a fixed period for efficient operations. 

The purchase programs as originally established by the administrative agencies 
were designed to terminate either on given calendar dates or upon delivery to the 
Government of certain specified quantities of each material, whichever first 
occurred. Under these conditions, any of the programs could be terminated by 
reason of delivery of the specified quantities prior to the calendar date fixed for 
termination of the program. 

In the 1953 act it was provided that the terminal calendar dates of all the pro- 
grams be extended for 2 additional years. It now appears that some of the pro- 
grams will be terminated by delivery of the specified quantities as much as a full 
2 years before the calendar dates fixed for termination as extended by the 1953 


t. 

H. R. 6373 proposes to extend the purchasing requirements of the act to the 
full calendar terms as extended by the 1953 act, regardless of the fact that the 
prescribed quotas may be reached before that date. 

The original purpose of this legislation, as previously outlined herein, was to 
assure adequate supplies of the minerals therein enumerated, primarily for de- 
fense purposes, and to encourage their production in the United States to eliminate 
dependence upon foreign sources of supply. From the standpoint, therefore, of 
the defense purpose, the filling of the established quotas, regardless of dates, would 
seem to have met the primary purpose of the original legislation. The additional 
objective of the legislation, that of encouraging the development of domestic 
supplies, is a problem involving the domestic economy, which is somewhat differ- 
ent than the original purpose of the legislation. 

The President’s Cabinet Committee on Minerals Policy, in its report dated 
November 30, 1954, recognized the need to build and maintain an adequate 
mobilization base for metals and minerals to meet any possible war emergency 
and to provide for the long-term economic development of the United States. 
The availability of adequate raw materials is a requisite of a strong and expanding 
economy. There was recently created within this Department the Ofice of 
Minerals Mobilization which will conduct studies relating to productive capacity, 
supplies, and requirements of strategic and critical metals and minerals over the 
long term with a view to recommending programs that will assure the availability 
of necessary quantities of metals and minerals to meet any contingency in the 
uncertain years ahead and make certain that the United States wil! not be lacking 
in these requirements of a continuously expanding peacetime economy. 

The Office of Minerals Mobilization will only receive its initial appropriation 
for operation beginning the fiscal year 1956 and is not now in a position to recom- 
mend long-term specific minerals programs. The adoption of such programs is & 
matter of legislative policy for the Congress to determine. 

Under the circumstances, therefore, and pending such proposals for a long- 
range policy with reference to domestic minerals by the Office of Minerals Mobili- 
zation, it is the position of this Department that if the Congress should see fit to 
enact a continuation of the programs, as contemplated in H. R. 6373, that this 
Department would interpose no objection thereto. 
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Your attention, however, is directed to the fact that section 2 of the proposed 
amendment would increase the quantities of manganese which may be delivered 
to purchasing depots in excess of the increases provided for other materials It is 
believed that the provision of the amendment should treat all of the minerals on 
an equitable basis under the programs. Therefore, it is suggested that section 2 
be amended to read as follows: 

“Sec, 2. The additional quantities of materials delivered to purchasing depots 
which may be bought under this Act are limited to amounts of each material not 
in excess of twice the total authorized under each program as it existed on July 1, 
1953.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
CuaRENCE A. Davis, 
Acting Secretary of the Interior. 


EXecutTive OFFICE OF THE PRESIDENT, 
Orrice or DerensE MOBILIZATION, 
Washington, D. C., June 15, 1958. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C 

Dear Mr. EnGue: This will acknowledge receipt of your letter of May 23, 
1955, in which you request our comments on H. R. 6373. It will also acknowledge 
receipt of a carbon copy of your letter of May 24, to Hon. Douglas McKay, 
Secretary of the Interior. 

The purpose of H. R. 6373 is to amend the Domestic Minerals Program Exten- 
sion Act of 1953. The latter extended the period within which the Government 
would purchase at substantial premium prices the amounts of various domestically 
produced metals and minerals called for by certain expansion programs originally 
initiated under the Defense Production Act of 1950, as amended. The Govern- 
ment authorized these programs shortly after the start of the Korean war as a 
hedge against the possibilitv that all-out war might come some time in 1951 or 
1952. In these circumstances these domestic materials would have been used 
to meet defense and industrial needs of the Nation. Some, such as manganese, 
would have required extensive and costlv beneficiation. 

The proposed legislation would not again extend the delivery period of such 
programs. Except in the case of manganese it would, however, double the 
amount of materials called for by each of the expansion programs. In the case 
of manganese, the proposed legislation would triple the amount called for by 
the original programs and in addition would require the setting up of two additional 
purchase depot programs 

The Office of Defense Mobilization, in cooperation with its various delegate 
agencies, is responsible for determining defense requirements for all strategic and 
critical metals and minerals. The Congress has provided the authority and funds 
required for taking all actions necessary at this time to assure the availability 
of such materials in a time of emergency. In general, the United States supply 
position for these metals and minerals has so improved that there would be no 
justification in the name of national defense for either extending or enlarging these 
programs in the manner proposed by H. R. 6373. For example, the proposed 
legislation would result in the purchase of large quantities of high-cost, low-grade 
manganese which are not now needed for defense and which cannot be used with- 
out extensive and costly beneficiation. It might be well to point out that the 
manganese situation is now very different from what it was when the original 
program was first undertaken in 1951. Today, industrial stocks are at a much 
higher level; the minimum stockpile objective has been exceeded and premium 
quality ores are readily obtainable on the world market at reasonable prices. 
Moreover, &@ major high-grade deposit has been discovered in Mexico which is 
readily accessible. 

Tungsten was in extremely short supply in the early months of the Korean war 
as the demand for industrial use and for high-velocity armor-piercing shells went 
up, while at the same time China and Korea, previously major sources of supply, 
were lost to the free world. Under those conditions, it was necessary for the Gov- 
ernment to withdraw tungsten from the stockpile and to sponsor a domestic 
expansion program involving the establishment of a $63 per unit guaranteed price, 
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@ price almost three times that which prevailed in the period immediately prior to 
the start of the war. 

At the present time the minimum and long-term tungsten stockpile objectives 
have been achieved and there is every indication there will be a considerable 
overrun as material is put to the Government under the guaranties already in 
effect. In this connection, it should be noted the domestic industry is currently 
producing more tungsten than United States industry normally consumes and all 
the domestically produced material is being sold to the Government at a price 
which is almost double the prevailing market price. 

More important, however, is the fact that, should it be found necessary for 
defense purposes to undertake further measures to bring about increased produc- 
tion of any or all of these materials, the authority already provided by the Con- 
gress through the Defense Production Act of 1950, as amended, is wholly adequate 
for the purpose. 

In view of the foregoing, we cannot recommend enactment of H. R. 6373. 

Since there is no present defense need for extending the programs in the manner 
and degree contemplated by the proposed legislation, enactment thereof would 
appear to be primarily a program of economic assistance to certain elements of 
the domestic mining industry. If it is desirable to provide such assistance to 
these segments of the industry for reasons other than national defense, it would 
appear more appropriate to do so without reference to either the Defense Pro- 
duction Act or the funds provided thereunder, since our limited defense funds 
must be conserved for use on the programs which are clearly essential to the 
security of the Nation. 

Since I am informed that there is a particular urgency for the views of this 
Office, this report has not been cleared through the Bureau of the Budget. 

Sincerely yours, 
Artuur S. Fiemmina, Director. 


CHAIRMAN’S LETTER TO SECRETARY OF INTERIOR 


House oF REPRESENTATIVES, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
OFFICE OF THE CHAIRMAN, 
Washington, D. C., May 24, 1956. 
Hon. Douctas McKay, 
Secretary of the Interior, 
Department of the Interior, Washington, D. C. 

My Dear Mr. Secrerasry: This letter is to supplement my request, dated 
May 23, 1955, for an early report on H. R. 6373, to amend the Domestic Minerals 
Program Extension Act of 1953 in order to extend the programs to encourage the 
discovery, development, and production of certain minerals. Copies of this 
letter are being sent other interested agencies. 

In view of the fact that the House Subcommittee on Mines and Mining, on 
May 23, 1955, ordered H. R. 6373 reported to the full committee, and so that 
you will understand the urgency of the report request, I am taking this opportu- 
nity to advise you of my personal views on the background and import of this 
egislation. 

1. The Domestic Minerals Extension Act of 1953.—The House Interior and 
Insular Affairs Committee, through its Subcommittee on Mines and Mining, 
with their Senate counterparts, is charged with the responsibility of legislative 
oversight of the domestic mining industry. 

When this committee in 1953 had under consideration H. R. 2824, adverse 
reports were received from the Department of Defense and the Defense Materials 
Procurement Agency. The committee, neverthéless, reported its version of 
H. R. 2824, applying to one mineral only, tungsten. Senate committee action 
resulted in amendments adding manganese, chromite, and other strategic and 
critical minerals and materials. 

In coneurring in the broader Senate version, the House committee recognized 
two basic factors: First, that the administration was not then in a position to 
forward to the Congress its recommendations for legislation to effect a compre- 
hensive approach aimed at encouraging and stabilizing a sound, long-range 
domestic mining program; second, that a need existed, as of 1953, for congressional 
action. 

Whether the action of President Eisenhower in signing into law Public Law 
206, 83d Congress, reflected recognition of the two factors cited is not known; 
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what is known is that this law had a far-reaching and beneficial effect on the 
mining industry, and added materially to our stockpile program. Put another 
way, it resulted in both national economic and national security benefits. 

2. H. R. 6373, the present bill— During this Congress, in response to requests 
for reports on H. R. 3126, H. R. 3315, H. R. 3381, H. R. 4230, H. R. 4374, and 
related legislation, the committee received adverse reports from the Office of 
Defense Mobilization (dated April 25, 1955) and from the General Services 
Administration (dated April 27, 1955). 

Witnesses from the Bureau of Mines and Office of Minerals Mobilization, 
Department of the Interior, testified against enactment of these related bills. 
In addition, Bureau of the Budget cleared the ODM adverse report with a “‘no 
objection” paragraph. 

Both the agency reports, and the testimony of departmental witnesses made it 
clear that insofar as extension of the domestic manganese purchase program was 
at issue, none felt enactment of this legislation necessary because of national 
defense or security needs. A restatement of their position is contained in a 
portion of the ODM report of April 25, 1955, viz: 

‘“* * * there would be no justification in the name of national defense for 
undertaking further action to expand the production of domestic manganese in 
the manner proposed in H. R. 3126, 3315, 3381, 4230, and 4374.” [Italics 
ye 

he committee did not, I believe, read into either testimony or reports on the 
pending legislation any commitment—pro or con— by the executive branch as to 
the desirability of enacting domestic minerals legislation for reasons primarily 
economic, as against those aspects involving national defense and security. 

H. R. 6373, as reported to the full committee, constitutes recognition of an 
updating of two of the factors influencing the committee’s decision made in 1953: 
First, that the newly established Office of Minerals Mobilization will presently 
be in a position to formulate recommendations with respect to a long-range 
domestic mining program geared both to wartime and peacetime; second, that 
there exists today the same need for congressional action that dictated enactment 
of Public Law 206, 83d Congress. 

3. National defense or security considerations—Reference has been made to 
departmental positions on pending legislation. 

The Federal agencies responsible for determining long-range stockpile objectives 
have demonstrated in the past that initial conclusions as to objectives for a sound 
defense mobilization base are subject to later modification and change, to both 
expansion and contraction of desirable stockpile quantities. Proof of this is 
readily available in the record of changes made from time to time in stockpiling 
objectives for several of the strategic and critical minerals and materials. 

While recognition of this factor of possible error in judgment is not, in my 
view, the governing factor in the decision to report H. R. 6373, it is certainly 
an element of persuasive force to be weighed on the scale of congressional 
responsibility. 

An oversupply error in stockpiling of strategic and critical minerals would 
be forgivable. Erring through undersupply would be fatal. 

There is another reason. 

It is the understanding of the committee members that the principal policy 
guide presently followed by the Office of Defense Mobilization and the Depart- 
ment of the Interior is that contained in the report of the President’s Cabinet 
Committee on Minerals Policy. That 1954 report contains this recommendation: 

“3. The Committee recommends that the Office of Defense Mobilization review 
with the Departments of the Interior and Commerce, and other agencies concerned, 
the tasks which need to be carried on to build and maintain a mobilization base 
for metals and minerals; and issue delegations of authority to insure full coverage 
of mobilization planning for metals and minerals within the policy framework 
and criteria established by ODM.” 

The subcommittee has concluded, I believe, that an indispensable portion, if 
not the keysione, of a sound defense-mobilization base is a going domestic minerals 
and materials industry. 

Since a long-range policy determination has not been made by the responsible 
executive agencies, activities initiated following enactment of Public Law 206 
should be continued at least until such time as a clear-cut and comprehensive 
program may be transmitted to the Congress for its consideration. 

4. Economic aspects.—It is my personal conviction—a conviction shared, I 
believe, by my colleagues—that there is inherent in our congressional a. 
bility an obligation to consider those aspects of mincs and mining which will 
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promote and encourage full development of our domestic minerals and materials 
resources. Only through fulfillment of this obligation can the Congress continue 
a policy which, at least as late as 1920, resulted in the United States attaining 
world leadership in this field of resources. 

Unless we encourage continuing operations, mines will close, mining corpora- 
tions will dissolve or go bankrupt, and the skilled labor of the domestic mining 
industry will drift irretrievably into other industries. 

H. R. 6373, it is again emphasized, is transitioual. From a standpoint of 
dollar cost, a reasonably accurate estimate can be made of the maximum financial 
burden which it might place on the Treasury. Failure to make this transitional 
step might well place the committee in a position of taking a calculated risk which 
would not constitute fulfillment of its legislative responsibility. 

5. Equitable and ‘‘good faith” aspects.—An examination of the legislative history 
of Public Law 206, the testimony of departmental representatives, and the 
testimony of spokesmen for the domestic mining industry will, I believe, establish 
this fact: The Domestic Minerals Program Extension Act of 1953 anticipated a 
time extension as well as a quantity extension. 

Public Law 206 was aimed at encouraging discovery, development, and pro- 
duction of the seven named minerals and materials. Establishment of purchase 
depots at the three locations selected assumed uniformity—in time, in quantity, 
in depot distribution. 

Industry participants proceeded on the assumption—a valid assumption in 
yiew of the legislative history—that any quantities produced up until the termina- 
tion date of the program, July 1, 1958, would be accepted for purchase. 

Uniformity—in time, quantity, or by purchase depot—has not been the ear- 
mark of deliveries of the several minerals and materials covered in the 1953 act: 

It is my belief H. R. 6373, if enacted in its present form, will keep faith with 
the domestic mining industry, and do equity to the participants under the purchase 
program. 

In conclusion, enactment of H. R. 6373 would, in my view, permit present 
operations to go forward to the originally anticipated termination date, at the 
same time would give to the Office of Minerals Mobilization sufficient time to 
develop a recommended future program for the domestic mining industry. 

I would appreciate your Department furnishing a report on H. R. 6373 at the 
earliest possible date. 

Sincerely yours, 
Cratrr ENGLE, Chairman: 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 

Act oF AuaGust 7, 1953 (67 Srat. 417) 
That this Act may be cited as the ‘‘Domestic Minerals Program Extension Act 
of 1953”. 
DECLARATION OF POLICY 


Src. 2. It is hereby recognized that the continued dependence on overseas 
sources of supply for strategic or critical minerals and metals during periods of 
threatening world conflict or of political instability within those nations con- 
trolling the sources of supply of such materials gravely endangers the present and 
future economy and security of the United States. It is therefore declared to be 
the policy of the Congress that each department and agency of the Federal 
Government charged with responsibilities concerning the discovery, development, 
production, and acquisition of strategie or critical minerals and metals shall 
undertake to decrease further and to eliminate where possible the dependency of 
the United States on overseas sources of supply of each such material. 

Sec. 3. In accordance with the declaration of policy set forth in section 2 of this 
Act, the termination dates of all purchase programs designed to stimulate the 
domestic production of tungsten, manganese, chromite, mica, asbestos, beryl, and 
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columbium-tantalum-bearing ores and concentrates and established by regulations 
issued pursuant to the Defense Production Act of 1950, as amended, shall be 
extended an additional two years [: Provided, That this section is not intended and 
shall not be construed to limit or restrict the regulatory agencies from extending 
the termination dates of these programs beyond the two-year extension periods 
provided by this section or from increasing the quantity of materials that may be 
delivered and accepted under these programs as permitted by existing statutor 
authority] and, except as hereinafter limited, purchases under such programs sha 
be continued until such termination dates in such quantities at least as may be offered 
to the Government under such programs: Provided, That this section is not intended 
and shall not be construed to limit or restrict the regulatory agencies from increasing 
the quantities of materials that may be delivered and accepted under these programs as 
permitted by statutory authority or to restrict the establishment of such additional 
purchasing depots as may be deemed necessary to carry out the policy of this Act: 
Provided further, That the extended termination date provided by this section for 
the columbium-tantalum purchase program shall not apply to the purchase of 
columbium-tantalum-bearing ores and concentrates of foreign origin. 

Sec. 4. In order that those persons who produce or who plan to produce under 
purchase programs established pursuant to Public Law 774 (Eighty-first Congress) 
and Public Law 96 (Eighty-second Congress) may be in position to plan their 
investment and production with due regard to requirements, the responsible 
agencies controlling such purchase programs are directed to publish at the end of 
each calendar quarter the amounts of each of the ores and concentrates referred 
toinsection 3 purchased in that quarter and the total amounts of each which have 
been purchased under the program. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES © { Rept, 1070 
1st Session Part 2 





AMENDING THE DOMESTIC MINERALS PROGRAM EXTENSION 
ACT OF 1953 IN ORDER TO EXTEND THE PROGRAMS TO ENCOUR- 
AGE THE DISCOVERY, DEVELOPMENT, AND PRODUCTION OF 
CERTAIN DOMESTIC MINERALS 





Jury 19, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enate, from the Committee on Interior and Insular Affairs, 
submitted the following 


SUPPLEMENTAL REPORT 


[To accompany H. R. 6373) 


On July 6, 1955, there was transmitted to the House H. R. 6373, 
as amended, together with the committee’s explanatory statement 
embodied in Report No. 1070, which is herewith supplemented. 

Following the reporting of H. R. 6373 and the granting of a rule 
thereon, question was raised as to the effect of the bill on funding 
operations under the Defense Production Act of 1950, as amended. 
It was brought to the attention of the committee that under the 
contingent liability method of obligating funds for minerals and metals 
under the Defense Production Act, H. R. 6373 in its reported form 
might have been construed as requiring the earmarking of upward of 
$400 million to accomplish a purchase program not anticipated to 
exceed in any case $150 million in gross purchase transactions. 

To remove doubt as to the intended operation of H. R. 6373 as 
reported, the committee staff, at the request of the chairman, has 
developed clarifying language in the nature of a proposed substitute 
for the body of the bill. 

With the exception of the last paragraph, the proposed substitute 
language constitutes a restatement and rephrasing of the language 
of the bill as originally reported. The last paragraph, which would 
become section 6 of the 1953 act, makes clear that the act would 
operate— 

(1) to limit the amount which may be expended—in addition 
to funds required to purchase the full quantities of all materials 
authorized to be purchased under the programs as they existed 
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on July 1, 1953—to gross purchase transactions not to exceed 
$150 million; 

(2) to specify that the Director of the Office of Defense Mobili- 
zation increase the quantity limitations of particular programs 
only when and to the extent found necessary to maintain the 
programs in effect until their calendar termination dates. 

At a meeting of the Committee on Interior and Insular Affairs on 
July 19, 1955, the author of the bill, Mr. Engle, advised committee 
members that, subject to committee approval, there would be offered 
a committee floor amendment in the nature of substitute language 
as thus developed to H. R. 6373, as reported on July 6, 1955. 

The suggested amendment, agreed to unanimously by the com- 
mittee, is as follows: 

Strike all after the enacting clause and insert in lieu thereof the 
following: 


That section 3 of the Domestic Minerals Program Extension Act of 1953 (67 
Stat. 417) is amended by deleting all after the words “two years’ to the end of 
such section, and inserting in lieu thereof the following: “and purchases under 
such programs shall be continued until such termination dates in such quantities 
as may be offered to the government under such program: Provided, however, 
That the authority under this Act shall not extend to authorization for purchases 
under any program of an additional amount which will exceed one hundred per 
centum of the quantity specified for any such program as it existed on July 1, 
1953: Provided further, That this section is not intended and shall not be con- 
strued to limit or restrict the regulatory agencies from taking such additional 
actions as may be permitted by statutory authority: And provided further, 
That the extended termination date and additional quantity authorized by this 
Act for the columbium-tantalum purchase program shall not apply to the purchase 
of columbium-tantalum bearing ores and concentrates of foreign origin.’ 

Sec. 2. The Domestic Minerals Program Extension Act of 1953 is further 
amended by renumbering the present section 4 as section 7 and by adding the 
following new sections 4, 5, and 6: 

“Sec. 4. Within ninety days from the effective date of this amendment, the 
Wenden, Arizona, ore-buying depot shall be reestablished and two new manganese 
ore-buying depots shall be established which will purchase manganese ores at 
prices and specifications and under regulations identical with those in effect 
under the program operated for the depot established at Wenden, Arizona; one 
new depot shall be established to serve the Ozark-Cushman area and one new 
depot shall be established to serve the southern Appalachian area. The locations 
for such new depots shall be determined by the Director of the Office of Defense 
Mobilization in cooperation with the General Services Administration. 

“Sec. 5. The limitation in the domestic manganese pane program (the 
car-lot program) excluding producers of more than ten thousand tons of annual 
production from participation therein shall be amended to provide that the 
exclusion shall be applicable only to producers which in any one of the four 
calendar years next preceding 1955 shall have produced and sold more than 
ten thousand tons of manganese ore averaging more than 40 per centum manganese. 

“Sec. 6. For the purposes of this Act the Director of the Office of Defense Mobili- 
zation is hereby authorized and directed to enter, hereafter, into gross purchase 
transactions not to exceed $150,000,000 out of moneys made available to him 
under section 304 (b) of the Defense Production Act of 1950, as amended, such 
amount to be in addition to funds required to purchase the full quantities of all 
materials authorized to be purchased under the programs as they existed on July 
1, 1953: Provided, however, That the Director of the Office of Defense Mobilization 
is authorized and directed to use such additional moneys to increase the quantity 
limitations of particular programs, as provided for in sections 3 and 4 of this 
Act, only to the extent necessary to maintain the programs in effect until such 
termination dates as provided herein.” 
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AMEND DOMESTIC MINERALS PROGRAM EXTENSION ACT OF 1953 3 


BUREAU OF THE BUDGET POSITION 


In a letter to the chairman of the Senate Committee on Interior 
and Insular Affairs, the Bureau of the Budget indicates its favorable 
position on H. R. 6373, in the following language: 


If it is the sense of the Congress that some measure should be enacted at this 
session to assist the domestic mining industry, the Bureau of the Budget would 
interpose no objection to a short-term program similar to that contained in H. R. 
6373 provided that such legislation is amended as recommended by the Depart- 
ment of the Interior in its report on H. R. 6373 to limit any quota for a manganese 
purchase program to not more than double the existing quota. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { REport 
1st Session No. 1071 








MUTUAL SECURITY ACT OF 1955 





Jury 6, 1955.—Ordered to be printed 





Mr. Ricuarps, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany 8. 2090] 


The committee of conference on the disagreeing votes of the two 

Houses on the amendments of the House to the bill (S. 2090) to amend 

: the Mutual Security Act of 1954, and for other purposes, having met, 

i after full and free conference, have agreed to recommend and do 

; recommend to their respective Houses as follows: 

That the House recede from its amendments numbered 10 and 11. 

That the Senate recede from its disagreement to the amendments 

of the House numbered 1, 2, 3, 4, 5, 6, 7, 8, 9, 12, 13, 14, 15, 16, 17, 

18, 19, 21, 22, 23, 24, 24%, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34, 36, 37, 
38, 39, 40, 41, 42, 43, 44, 45, and 47, and agree to the same. 


Amendment numbered 20: 


That the Senate recede from its disagreement to the amendment of 
the House numbered 20, and agree to the same with an amendment 
as follows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 

(6) In section 402, which relates to the sale of surplus agricultural 
commodities, strike out “not less than $350,000,000” and insert in lieu 
thereof “for the fiscal year 1956, not less than $3800,000,000”’. 

And the House agree to the same. 
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Amendment numbered 35: 


That the Senate recede from its disagreement to the amendment of 
the House numbered 35, and agree to the same with an amendment 
as follows: 

On page 5 of the House engrossed amendments, insert quotation 
marks at the end of line 9, and strike line 10 and all that follows 
through line 7 on page 6; and the House agree to the same, 


NN PLL TEV PET PST LOL J ELME A IED 


55006 





—~ <2 tee ee Se eee fe ee ESS 








2 MUTUAL SECURITY ACT OF 1955 


Amendment numbered 46: 


_. That the Senate recede from its disagreement to the amendment of 
ey House numbered 46, and agree to the same with an amendment as 
ollows: 

In lieu of the matter proposed to be inserted by the House amend- 
ment insert the following: 

““(b) It is the sense of the Congress that assistance under this Act 
shall be administered so as to assist other peoples in their —* to 
achieve self-government or independence under circumstances which will 
enable them to assume an equal station among the free nations of the 
world and to fulfill their responsibilities for self-government or inde- 
pendence.” 

And the House agree to the same. 


Jas. P. Ricwarps, 

Tomas E. Morgan, 

CieMeEnT J. ZABLOCKI, 

Joun M. Vorys, 

Watter H. Jupp, 

Managers on the Part of the House. 


J. W. Fursricat, 

JOHN SPARKMAN, 

Mike MaAnsFIELD, 

H. ALEXANDER SMITH, 

Bourke B. HickEen.ooper, 
Managers on the Part of the Senate, 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the House 
to the bill (S. 2090) to amend the Mutual Security Act of 1954, and 
for other purposes, submit the following statement in explanation 
of the effect of the action agreed upon by the conferees and recom- 
mended in the accompanying conference report: 


REDUCTION IN MILITARY AUTHORIZATION 


Amendment No. 1: The managers on the part of the Senate accepted 
the authorization for $1,133,000,000 for direct military assistance, a 
reduction of $145,000,000 from the Senate bill. The conferees were 
not disposed to leave in any item as a reserve for contingencies in 
view of the unsatisfactory explanations given both Houses as to the 
present status of the program. 

The conferees were influenced by the gyrations in the estimates of 
unobligated balances made by the executive branch during and since 
the presentation of this bill in both Houses. 

Since August 26, 1954, section 1311 of the Supplemental Appro- 
priation Act of 1955 has defined “valid obligations” for use in any 
statement of obligation of funds furnished to Congress or any com- 
mittee thereof. Thus this section 1311 was no mere technicality, to 
be applied solely to appropriations; no change in section 1311 has 
been requested iy the agencies, and there has been ample time for 
the executive agencies to adopt this required procedure in presenting 
this program to Congress this year. 

The conferees were shocked at the wholesale “reservations” reported 
to have been made in the Defense Department during the last few 
days of the fiscal year, in order to “save” their appropriations from 
“losses”? under section 1311. The loss of $275,000,000 through failure 
to obligate or reserve during this rush period is now being called a 
“saving” by the agencies. 

All of the conferees believe that prompt study and action is neces- 
sary by Congress and the Executive to prevent precipitate, and prob- 
ably unjustified, obligating of funds to avoid deauthorizing or rescis- 
sion of appropriations. We believe it would be helpful and we urge 
that the Congress adopt procedures that will give immediate rather 
than remote control in gearing spending in a fiscal year more closely 
to the annual appropriations. Making annual contract authoriza- 
tions for future spending, as was the practice for many years, instead 
of appropriations for future contracts, would tend to accomplish this 
purpose. 

The committee of conference agreed that the annual Mutual Se- 
curity authorizing legislation should be submitted to the Con 
earlier than has been the case in recent years, preferably by Tobie 
ary 1. 
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SPAIN 


Amendments Nos. 9 and 10: The Senate receded from its disagree- 
ment to amendment No. 9, and the House receded from amendment 
No. 10. The conferees accepted the House figure of $92,000,000, an 
increase of $22,000,000 over the Senate figure of $70,000,000, and 
deleted the language earmarking $50,000,000 for Spain. The com- 
mittee of conference, however, expresses its unanimous view that at 
least $50,000,000 of the total amount should, after satisfactory nego- 
tiation and agreement, be used for assistance to Spain. 


GREECE 


Amendment No. 11: The House receded from its amendment No. 
11, but the conferees are unanimous that, subject to satisfactory 
negotiation and agreement, the defense support for Greece in fiscal 
year 1956 should not be less than that available in fiscal year 1955. 


SURPLUS AGRICULTURAL COMMODITIES 


Amendment No. 20: The managers on the part of the House 
accepted the provision in the Senate bill requiring that $300,000,000 
of the funds authorized be used to finance the export and sale for 
foreign currencies of United States surplus agricultural commodities, 
with a clarifying amendment. The House amendment provided for 
a cumulative total of $600,000,000 of such exports, imeluding 
$350,000,000 for fiscal 1955 and $250,000,000 for fiscal 1956. 

It was the judgment of the committee of conference that this 
increased requirement for the utilization of United States surplus 
farm products in the mutual security program could be met without 
impairing the effectiveness of the program. 


INTERGOVERNMENTAL COMMITTEE FOR EUROPEAN MIGRATION AND 
NATO CIVILIAN HEADQUARTERS 


Amendments Nos. 21 and 24: The Senate receded from its disagree- 
ment to amendments Nos. 21 and 24, which delete the authorizations 
for ICEM and NATO. The committee of conference emphasizes 
that the deletions were made because present law contains continuing 
authorizations of appropriations for United States contributions to 
ICEM and NATO and, therefore, further authorization is unnecessary. 
_The committee of conference also emphasizes that the deletions do not 


constitute any reflection on the need for appropriations for ICEM 
and for NATO. 


JOINT COMMISSION ON RURAL DEVELOPMENT 


Amendment No. 35: The House receded from the language proposed 
in its amendment to the Senate bill. The United States presently 
enjoys close cooperation with the Philippine Government in many 
fields-of activities, including rural development. Information avail- 
able to the committee of conference, which was not available when the 
House considered the section, indicates that both the American and 
the Philippine Governments now have serious doubts as to whether 
such a plan as that anticipated in the section is the best way to deal 
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with this problem at the present time. The subject requires con- 


siderably more study and discussion before final decision can be made 
on an intergovernmental basis. 


COLONIALISM 


Amendment No. 46: The Senate receded from its disagreement to 
amendment No. 46 and accepted the House language on colonialism 
with a clarifying amendment which is in keeping with the purpose 
and objectives of the House language. 


Jas. P. Ricuarps, 

Tuomas E. Morgan, 

CLEMENT J. ZABLOCKI, 

JoHn M. Vorys, 

Water H. Jupp, 
Managers on the Part of the House. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES { Report 
1st Session No. 1081 








CONSIDERATION OF H. R. 5614 





Jury 7, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Devaney, from the Committee on Rules, submitted the following 


REPORT 


(To accompany H. Res. 300] 


The Committee on Rules, having had under consideration House 
Resolution 300, report the same to the House with the recommendation 
that the resolution do pass, O 
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CONSIDERATION OF H. R. 6373 





Juty 7, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. TrimB_E, from the Committee on Rules, submitted the following 


REPORT 


{To accompany H. Res. 301] 


The Committee on Rules, having had under consideration House 
Resolution 301, report the same to the House with the recommendation 
that the resolution do pass. 

O 
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84TH CONGRESS \ HOUSE OF REPRESENTATIVES Report 
1st Session No. 1083 





MILITARY CONSTRUCTION ACT OF 1955 





Jury 7, 1955.—Ordered to be printed 





Mr. Vinson, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 6829] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendment of the Senate to the bill (H. R. 6829) to 
authorize certain construction at military, naval, and Air Force 
installations, and for other purposes, having met, after full and free 
conference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with an amendment as follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

TITLE I 


Sec. 101. The Secretary of the Army is authorized to establish or 
develop military installations and facilities by the acquisition, construc- 
tion, conversion, rehabilitation, or installation of permanent or tempo- 
rary public works in respect of the following projects, which include site 
preparation, appurtenances, and related utilities and equipment: 


ConTINENTAL Unirep Srares 
TECHNICAL SERVICES FACILITIES 


(Ordnance Corps) 


Aberdeen Proving Ground, Maryland: Troop housing, community 
facilities, utilities, and family housing, $1,736,000. 

Black Hills Ordnance Depot, South Dakota: Family housing, $1,428,- 
000. 

Blue Grass Ordnance Depot, Kentucky: Operational and maintenance 
facilities, $509,000. 


55006 











oa 
oo 





BAP NPCS 


SPP SOWERLSESS EE CPE ASRS E EES OS 66. FORESTS SEE ETS 


2 MILITARY CONSTRUCTION ACT OF 1955 


Erie Ordnance Depot, Ohio: Operational and maintenance facilities 
and utilities, $1,933,000. 

Frankford Arsenal, Pennsylvania: Utilities, $855,000. 

Lordstown Ordnance Depot, Ohio: Operational and maintenance 
facilities, $875,000. 

Pueblo Ordnance Depot, Colorado: Operational and maintenance 
facilities, $1,843,000. 

Red River Arsenal, Texas: Operational and maintenance facilities, 
$140,000. 

Redstone Arsenal, Alabama: Research and development facilities and 
community facilities, $2,865,000. 

Rock Island Arsenal, Illinois: Operational and maintenance facili- 
ties, $347,000. 

Rossford Ordnance Depot, Ohio: Utilities, $400,000. 

Savanna Ordnance Depot, Illinois: Operational and maintenance 
facilities, $342,000. 

Seneca Ordnance Depot, New York: Community facilities, $129,000. 

Sierra Ordnance Depot, California: Operational and maintenance 
facilities, $1,075,000. 

White Sands Proving Ground, New Mexico: Troop supporting facility, 
and research and development facilities, $1,247,000. 

Wingate Ordnance Depot, New Merico: Operational and maintenance 
facilities, $632,000. 

(Quartermaster Corps) 


Atlanta General Depot, Georgia: Storage facilities, $84,000. 

Belle Meade General Depot, New Jersey: Operational and maintenance 
facilities, $174,000. 

Fort Lee, Virginia: Troop housing, community facilities, medical 
facility, storage facilities, training facilities, operational and mainte- 
nance facilities, and family housing, $8,589,000. 

Memphis General Depot, Tennessee: Family housing, $99,000. 

New Cumberland General Depot, Pennsylvania: Family housing, 
$568,000. 

Sharpe General Depot, California: Utilities and family housing, 
$337,000. 

(Chemical Corps) 


Army Chemical Center, Maryland: Troop housing, storage facilities, 
operational and maintenance facilities, and utilities, $1,248,000. 

Deseret Chemical Depot, Utah: Maintenance facilities, $92,000. 

Camp Detrick, Maryland: Utilities, $452,000. 

Dugway Proving Ground, Utah: Troop housing, hospital and medical 
facilities, operational and maintenance facilities, and family housing, 
$1,129,000. 

Pine Bluff Arsenal (including Midwest Chemical Depot), Arkansas: 
Land acquisition, $3,000. 

Rocky Mountain Arsenal, Colorado: Operational and maintenance 
facilities and utilities, $773,000. 
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(Signal Corps) 


Decatur Signal Depot, Illinois: Operational and maintenance facili- 
ties, $303,000. 

Fort Huachuca, Arizona: Airfield pavements, community facilities, 
storage facilities, operational and maintenance facilities, utilities, troop 
housing, and family housing, $5,913,000. 

Lexington Signal Depot, Kentucky: Maintenance facility, and family 
housing, $538,000. 

Fort Monmouth, New Jersey: Community facilities, $615,000. 

Sacramento Signal Depot, California: Troop housing, maintenance 
facility, and family housing, $715,000. 

Tobyhanna Signal Depot, Pennsylvania: Troop housing, $649,000. 

Two Rock Ranch Station, Calfornia: Community facilities, and 
family housing, $1,298,000. 

Vint Hill Farms Station, Virginia: Community facilities, storage 
facility, and operational and maintenance facility, $695,000. 


(Corps of Engineers) 


Army Map Service, Maryland: Operational and maintenance facility, 
$62,000. 

Fort Belvoir, Virginia: Troop housing, community facilities, research 
and development facilities, operational and maintenance facilities, 
utilities, and family housing, $4,608,000. 

Granite City Engineer Depot, Illinois: Operational and maintenance 
facilities, and family housing, $1,822,000. 

Marion Engineer Depot, Ohio: Storage facilities and utilities, 
$1,146,000. 

(Transportation Corps) 


Brooklyn Army Base, New York: Utilities, $1,055,000. 

Charleston Transportation Depot, South Carolina: Storage facilities 
and utilities, $329,000. 

Fort Eustis, Virginia: Troop housing, community facilities, training 
facilities, medical facility, and operational and maintenance facilities, 
$6,597,000. 

New Orleans Army Base, Louisiana: Storage facility, $117,000. 

Oakland Army Base, California: Community facilities, storage 
facilities, and operational and maintenance facilities, $1,923,000. 

Fort Story, Virginia: Utilities, $41,000. 

West Coast Ammunition Terminal, California: Land acquisition, 


$3,209,000. 
(Medical Corps) 


William Beaumont Army Hospital, Texas: Hospital and medical 
facilities, $586,000. ; : ve 

Brooke Army Medical Center, Texas: Hospital and medical facilities, 
$549,000. 
F Madigan Army Hospital, Washington: Hospital and medical facilities, 

333,000. 

Walter Reed Army Medical Center, District of Columbia: Hospital 

facilities, and research and development facilities, $3,557,000. 
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FIELD FORCES FACILITIES 
(First Army Area) 


Fort Devens, Massachusetts: Troop housing, administrative facilities, 
and family housing, $7,275,000. 

Fort Diz, New Jersey: Community facilities, medical facilities, ad- 
ministrative facilities, and family housing, $6,698,000. 

Fort Jay, New Y ork: Waterfront facilities, ‘$731, 000. 

Fort Niagara, New York: Storage facilities, $209,000. 

Fort Totten, New York: Utilities, $170,000. 


(Second Army Area) 


Fort Holabird, Maryland: Troop housing, $612,000. 

Fort Knox, Kentucky: Troop Neuies, training and administrative 
facilities, community facilities, medical facilities, operational and 
maintenance facilities, and family housing, $8,990,000. 

Fort George G. Meade, Maryland: Community facilities, training and 
medical facilities, and operational and maintenance facilities, $923,000. 


(Third Army Area) 


Fort Benning, Georgia: Troop housing, community facilities, training 
and administrative facilities, medical facilities, storage facilities, opera- 
tional and maintenance facilities, and family housing, $10,392,000. 

Fort Bragg, North Carolina: Troop housing, community facilities, 
training and administrative facilities, medical facilities, airfield pave- 
ments, operational and maintenance facilities, and family housing, 
$15,659,000. 

Fort Campbell, Kentucky: Troop housing, community facilities, train- 
ing and administrative facilities, medical facilities, operational and 
maintenance facilities, and family housing, $12,377,000. 

Camp Gordon, Georgia: Community facilities, $261,000. 

Camp Jackson, South Carolina: Medical facilities, $5,000,000. 

Fort McClellan, Alabama: Community facilities, storage facilities, 
operational and maintenance facilities, and family housing, $2,611,000. 

Camp Rucker, Alabama: Airfield pavements, and operational and 
maintenance facilities, $2,070,000. 

Camp Stewart, Georgia: Troop housing, storage facilities, and opera- 
tional and maintenance facilities, $967,000. 


(Fourth Army Area) 


Fort Bliss, Texas: Troop housing, community facilities, training and 
administrative facilities, and operational and maintenance facilities, 
$4,645,000. 

Fort Hood, Texas: Troop housing, community facilities, training and 
administrative facilities, medical facilities, operational and maintenance 
facilities, and family housing, $1 2,922,000. 

Fort Sam Houston, Texas: Troop housing and operational facilities, 
$805,000. 

Fort Sill, Oklahoma: Community jacilities, medical facilities, opera- 
tional and maintenance jacilities, and land acquisition, $3,053,000. 
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(Fifth Army Area) 


Fort Carson, Colorado: Troop housing, community facilities, training 
and administrative facilities, medical facilities, airfield pavements, 
storage facilities, and operational and maintenance facilities, $7,487,000. 

Fort Leavenworth, Kansas: Hospital and medical facilities, training 
facilities, and operational facilities, $8,615,000. 

Camp Lucas, Michigan: Community facilities, $145,000. 

Fort Riley, Kansas: Troop housing, community facilities, training 
and administrative facilities, medical facilities, storage facilities, opera- 
tional and maintenance facilities, and family housing, $8,657,000. 

Fort Sheridan, Illinois: Storage facilities and family housing, 
$1,528,000. 

(Sizth Army Area) 


Camp Hanford, Washington: Waterfront facilities, $167,000. 

Fort Lewis, Washington: Troop housing, community facilities, training 
facilities, medical facilities, storage facilities, operational and mainte- 
nance facilities, and family housing, $15,275,000. 

Presidio of Monterey, California: Troop housing and training facili- 
ties, $1,878,000. 

Fort Ord, California: Community facilities, medical facilities, and 
utilities, $1,407,000. 

Presidio of San Francisco, California: Liquid fuel dispensing facili- 
ties, $144,000. 

United States Disciplinary Barracks, California: Community facili- 
ties, $184,000. 

Yuma Test Station, Arizona: Family housing, $709,000. 


(Military Academy) 


United States Military Academy, New York: Community facilities 
and utilities, $756,000. 


(Armed Forces Special Weapons Project) 


Sandia Base, New Mexico: Family housing, $1,231,000. yy 
Various installations: Maintenance facilities, community facilities, 
and utilities, $3,014,000. 


(Tactical Installations) 
Various locations: Family housing, $8,135,000. 
(Rehabilitation) 
Various locations: Rehabilitation of facilities for family housing, 
$2,661,000. 
OUTSIDE CONTINENTAL UNITED STATES 


(Alaskan Area) 


Big Delta: Troop housing and community facilities, and family 
housing, $3,638,000. 

Eielson Air Force Base: Maintenance and storage facility, $1,047,000. 

Ladd Air Force Base: Storage facilities and liquid fuel dispensing 
Jacilities, $266,000. 
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Fort Richardson: Troop housing, community facilities, storage facili- 
ties, operational and maintenance facilities, and utilities, $9,079,000. 

Whittier: Community facilities, and operational and maintenance 
facilities $1,183,000. 

Wildwood Station (Kenai): Troop housing and community facilities, 
$469,000. 

Various locations: Rehabilitation of facilities for family housing, 


$1,656,000. 
(Far East Command Area) 


Okinawa: Community, troop supporting, and medical facilities, oper- 
ational, maintenance, and administrative facilities, utilities, family hous- 
ing, and land acquisition and resettlement, $42,983,000, of which sum the 
total amount available for resettlement may be paid in advance to the 
Government of the Ryukyu Islands. 


(Pacific Command Area) 


Helemano, Hawaii: Family housing, $714,000. 

Camp O'Donnel, Philippine Islands: Utilities, $832,000. 

Schofield Barracks, Havoait: Storage and community facilities, 
$3,162,000. 

Waiawa (Waipio) Radio Transmitting Station, Hawaii: Community 
facilities, and family housing, $363,000. 


(Icelandic Command Area) 


Keflavik Airport: Operational and training facilities, and family 
housing, $3,793,000. 

Classified installations: Family housing, $5,799,000. 

Sec. 102. The Secretary of the Army is authorized to establish or de- 
velop classified military installations and facilities by the acquisition of 
land and the construction, rehabilitation, or installation of permanent or 
temporary public works, including site preparation, appurtenances, and 
related utilities and equipment, in a total amount of $223,993 ,000. 

Sec. 103. The Secretary of the Army is authorized through the con- 
struction, rehabilitation, or installation of permanent or temporary pub- 
lic'works, including site preparation, appurtenances, and related utilities 
and equipment, to restore or replace facilities damaged or destroyed in a 
total amount of $10,000,000. 

Sec. 104. Public Law 584, EFighty-second Congress, is hereby amended 
as follows: 

(a) Strike so much thereof under the heading ‘Continental United 
States”’ and subheading ‘Field Forces Facilities’ (Second Army Area) 
in section 101 as follows: 

“Fort Knox, Kentucky: Training buildings and facilities, research 
and development facilities, maintenance facilities, land acquisition, and 
utilities, $11,411,000.” 
and insert in lieu thereof the following: 

“Fort Knox, Kentucky: Training buildings and facilities, mainte- 
nance facilities, land acquisition, and utilities, $9,411,000.” 

(b) Strike so much thereof under the heading “Continental United 
States” and subheading “Technical Service Facilities” (Army Medical 
Service) in section 101 as follows: 
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“Walter Reed Army Medical Center, Washington, District of Co- 
lumbia: Operational facilities and research and development facilities, 
$731,000.” 
and insert in lieu thereof the following: 

“Walter Reed Army Medical Center, Washington, District of Colum- 
bia, and Forest Glen, Maryland: Operational facilities, and research 
and development facilities, $2,731,000.” 

Sec. 105. Public Law 534, Eighty-third Congress, is hereby amended 
by striking so much thereof under the heading “Continental United 
States”’ and subheading “‘ (Signal Corps)” in section 101 as follows: 

“Department of the Army transmitting station, vicinity of Wood- 
bridge, Virginia:” 
and inserting in lieu thereof the following: 

“Department of the Army transmitting station, vicinity of Camp 
Detrick, Maryland:’’. 

TITLE II 


Sec. 201. The Secretary of the Navy is authorized to establish or 
develop naval installations and facilities by the acquisition, construction, 
conversion, rehabilitation, or installation of permanent or temporary 
public works in respect of the following projects, which include site 
preparation, appurtenances, and related utilities and equipment: 


ConTINENTAL Unitrep Srares 


SHIPYARD FACILITIES 


Naval shipyard, Boston, Massachusetts: Utilities and replacement of 
prers, $8,441,000. 


Naval shipyard, Puget Sound, Bremerton, Washington: Drydock 
facilities, including plans and specifications, $2,200,000. 

David Taylor Model Basin, Carderock, Maryland: Research and 
development facilities, $14,302,000. 

Naval industrial reserve shipyard, Charleston, South Carolina: Land 
acquisition, $427,000. 

Naval minecraft base, Charleston, South Carolina: Site preparation, 
waterfront facilities, administrative facilities, training facilities, utilities, 
and land acquisition, $5,800,000. 

Naval shipyard, Mare Island, Vallejo, California: Waterfront facil- 
ities and sand-blasting facilities, $4,653,000. 

Naval shipyard, Norfolk, Virginia: Replacement of wharf, $308,000. 

Naval underwater sound laboratory, New London, Connecticut: 
Family housing, $66,600. 

Naval mine countermeasures station, Panama City, Florida: Admin- 
istrative facilities, community facilities, training facilities, helicopter 
facilities, ammunition storage facilities, waterfront facilities, research 
and development facilities, and land acquisition, $3,379,000. 

Naval shipyard, Portsmouth, New Hampshire: Utilities, and dry- 
dock facilities, $946,000. 

‘ Naval electronics laboratory, San Diego, California: Land acquisition, 
143,000. 

Naval repair facility, San Diego, California: Utilities, $629,000. 

Naval shipyard, San Francisco, California: Waterfront facilities, 
steam test facilities, and land acquisition, $4,369,000. 
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FLEET BASE FACILITIES 


Navy Department, District of Columbia: Family housing, $81,000. 

Naval station, Green Cove Springs, Florida: Utilities, $72,000. 

Naval station, Newport, Rhode Island: Personnel facilities, 
$1,583,000. 

Naval base, Norfolk, Virginia: Waterfront facilities, pavements, 
utilities, and land acquisition, $9,972,000. 

Naval station, Orange, Texas: Personnel facilities, $399,000. 

Naval station, San Diego, California: Utilities, $57,000. 

Naval station, Treasure Island, San Francisco, California: Personnel 
facilities, and utilities, $3,147,000. 

Naval station, Tacoma, Washington: Waterfront facilities, $3,024,000, 

Naval station, Tongue Point, Astoria, Oregon: Personnel facilities, 
$92,000. 

AVIATION FACILITIES 


(Naval air training stations) 


Naval auxiliary landing field, Alice-Orange Grove Area, Texas: Air- 
field pavements, and land acquisition, $1,487,000. 

Naval auxiliary air station, Barin Field, Foley, Alabama: Airfield 
lighting facilities, $151,000. 

Naval auxiliary air station, Chase Field, Texas: Storage facilities, fuel 
dispensing facilities, operational facilities, personnel facilities, commu- 
nity facilities, land acquisition, and family housing, $1,953,500. 

Naval air station, Corpus Christi, Texas: Navigational aids, training 
facilities, and land acquisition, $664,000. 

Naval air station, Glynco, Georgia: Aircraft, station and equipment 
maintenance facilities, administrative facilities, and utilities, $1,886,000. 

Naval air station, Hutchinson, Kansas: Utilities, $81,000. 

Naval auzriliary air station, Kingsville, Texas: Aircraft maintenance 
facilities, operational facilities, navigational aids, storage facilities, 
maintenance facilities, personnel facilities, community facilities, and 
land acquisition, $3,686,000. 

Naval air station, Memphis, Tennessee: Utilities, $759,000. 

Naval air station, Pensacola, Florida: Airfield pavements, naviga- 
tional aids, personnel facilities, fuel dispensing facilities, operational 
facilities, research and development facilities, ammumition storage 
facilities, land acquisition, and plans and specifications for aircraft 
overhaul and repair facilities, $3,453,000. 

Naval auxiliary air station, Port Isabel, Texas: Airfield pavements, 
aircraft maintenance facilities, operational facilities, administrative 
facilities, community facilities, fuel storage facilities, ammunition 
storage and ordnance facilities, security facilities, utilities, and land 
acquisition, $5,544,000. 

Naval auriliary air station, New Iberia, Louisiana: Aircraft mainte- 
nance facilities, airfield pavements, operational facilities, navigational 
aids, maintenance facilities, communication facilities, training facilities, 
administrative facilities, fuel storage and dispensing facilities, covered 
and cold storage facilities, ammunition storage facilities, personnel 
facilities, medical facilities, community facilities, utilities, and land 
acquisition, $24,361,000. 
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(Fleet Support Air Stations) 


Naval air station, Alameda, California: Aircraft maintenance facili- 
ties, seadrome lighting facilities, seawall; dredging, and land acquisition, 
$3,729,000. 

Naval air station, Atlantic City, New Jersey: Storage facilities, and 
utilities, $233,000. 

Naval auriliary air station, Brown Field, California: Family housing, 

214,600. 

Naval air station, Brunswick, Maine: Airfield pavements, airfield 
lighting facilities, communication facilities, storage facilities, ammuni- 
tion storage facilities, personnel facilities, community facilities, utilities, 
and land acquisition, $3,200,000. 

Naval air station, Cecil Field, Florida: Aircraft maintenance facilities, 
airfield pavements, operational facilities, covered storage facilities, ammu- 
nition storage and ordnance facilities, fuel dispensing facilities, security 
facilities, personnel facilities, community facilities, and utilities, 
$7,400,000. 

Naval auriliary air station, El Centro, California: Ordnance facilities, 
and land acquisition, $366,000. 

Naval auxiliary air station, Fallon, Nevada: Operational facilities, 
community facilities, and personnel facilities, $1,041,000. . 

Naval air station, Jacksonville, Florida: Airfield pavements, communi- 
cation facilities, operational facilities, and land acquisition, $2,224,000. 

Naval air station, Key West, Florida: Fuel storage facilities, and 
boathouse, $211,000. 

Naval auviliary landing field, Mayport, Florida: Waterfront facilities, 
communication facilities, and security facilities, 8738 000. 

Naval air station, Miramar, California: Storage facilities, training 
facilities, personnel facilities, fuel dispensing facilities, community 
facilities, and utilities, $4,370,000. 

Naval air station, Moffett Field, California: Fuel pipeline facilities, 
airfield pavements, and operational facilities, $2,581,000. 

Naval air station, Norfolk, Virginia: Aircraft maintenance facilities, 
training facilities, communication facilities, and operational facilities, 
84,660,000. 

Naval air station, Oceana, Virginia: Airfield pavements, storage 
facilities, personnel facilities, maintenance facilities, community facilities, 
and fuel dispensing facilities, $5,281,000. 

Naval air station, Quonset Point, Rhode Island: Airfield lighting 
facilitic *. operational facilities, and utilities, $1,062,000. 

Naval air station, San Diego, California: Training facilities, opera- 
tional facilities, aircraft maintenance facilities, fuel dispensing facilities, 
and utilities, $2,748,000. 

Naval auxiliary air station, Sanford, Florida: Family housing, 
$188,900. 

Naval air facility, Weeksville, North Carolina: Cold storage facilities, 
and maintenance facilities, $342,000. 

Naval air station, Whidbey Island, Washington: Airfield pavements, 
airfield lighting facilities, training facilities, and land acquisition, 
$1,958,000, 

Outlying field, Whitehouse Field, Duval County, Florida: Airfield 
pavements, and land acquisition, $1,087,000. 


74009°—57 
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(Marine Corps Air Stations) 


Marine Corps auxiliary air station, Beaufort, South Carolina: Airfield 
pavements, communications facilities, navigational aids, fuel dispensing 
facilities, operational facilities, storage facilities, personnel facilities, 
community facilities, and land acquisition, $4,649,000. 

Marine Corps air station, Cherry Point, North Carolina: Airfield 
pavements, aircraft maintenance facilities, waterfront facilities, naviga- 
tional aids, airfield lighting facilities, ammunition storage and ordnance 
facilities, operational facilities, and land acquisition, $1,762,000. 

Marine Corps air station, El Toro, California: Airfield pavements, 
training facilities, communication facilities, storage facilities, personnel 
facilities, community facilities, and land acquisition, $2,492,000. 

Marine Corps auxiliary air station, Edenton, North Carolina: Family 
housing, $1,421,500. 

Marine Corps air station, Miami, Florida: Land acquisition, 
$1,223,000. 

Marine Corps auriliary air station, Mojave, California: Maintenance 
facilities, land acquisition, and family housing, $2,305,400. 

Marine Corps air facility, New River, North Carolina: Airfield 
pavements, medical facilities, administrative facilities, storage facilities, 
personnel facilities, community facilities, operational facilities, training 
facilities, and utilities, $2,762,000. 


(Special Purpose Air Stations) 


Naval auziliary air station, Chincoteague, Virginia: Aircraft mainte- 
nance facilities, medical facilities, and operational facilities, $2,858 ,000. 

Naval ordnance test station, Inyokern, California: Research and de- 
velopment facilities, $2,615,000. 

Naval air station, Lakehurst, New Jersey: Research and development 
facilities, storage facilities, navigational aids, and aircraft maintenance 
facilities, $16,311,000. 

Naval air test center, Patuxent River, Maryland: Airfield pavements, 
aircraft maintenance facilities, oil storage facilities, ied utilities, 
$8,677,000. 

Nav ’ air missile test center, Point Mugu, California: Aircraft mainte- 
nance facilities, communication facilities, and research and development 
facilities, $926,000. 

Naval air station, South Weymouth, Massachusetts: Testing facilities, 
$270,000. 

Naval photographic interpretation center, Suitland, Maryland: Opera- 
tional and photographic preservation facilities, $2,345,000. 

Various locations: Land acquisition, and obstruction removal, for 
flight clearance, $23,000,000. 


SUPPLY FACILITIES 


Naval fuel depot, Jacksonville, Florida: Family housing, $16,200. 

Naval supply depot, Newport, Rhode Island: Waterfront facilitres, 
administrative facilities, and utilities, $1,041,000. 

Naval supply center, Norfolk, Virginia: Cold storage facilities, and 
warehouse freight elevators, $399,000. 
PR oo supply center, Oakland, California: Utilities, and easement, 
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MARINE CORPS FACILITIES 


Marine Corps supply center, Albany, Georgia: Storage facilities, 
community facilities, cold-storage facilities, personnel facilities, and 
utilities, $8,157 000. 

Marine Corps supply center, Barstow, California: Storage facilities, 
community facilities, cold-storage facilities, personnel facilities, security 
facilities, and land acquisition, $501 ,000. 
ey Marine Corps base, Camp Lejeune, North Carolina: Personnel 
facilities, security facilities, and utilities, $1,059,000. 

Marine Corps recruit depot, Parris Island, South Carolina: Training 
facilities, maintenance facilities, and utilities, $1,654,000. 

Marine Corps base, Camp Pendleton, California: Utilities, $648,000. 

Marine Corps clothing depot, Annex Numbered 3, Philadelphia, 
Pennsylvania: Utilities, $30,000. 

Marine Corps schools, Quantico, Virginia: Covered and ammunition- 
storage facilities, medical facilities, training and personnel facilities, 
utilities, and land acquisition, $8,857,000. 

Marine Corps recruit depot, San Diego, California: Pavements, and 
personnel facilities, $120,000. 

Marine Corps training center, Twenty-nine Palms, California: 
Family housing, $47,300. 


ORDNANCE FACILITIES 


Naval ammunition depot, Charleston, South Carolina: Ordnance 
facilities, $193,000. 

Naval aviation ordnance test station, Chincoteague, Virginia: Research 
and development facilities, $644,000. 

Naval proving ground, Dahlgren, Virginia: Land acquisition, $200,000. 

Naval ordnance aerophysics laboratory, Daingerfield, Texas: Research 
and development facilities, $1,111,000. 

Naval ammunition depot, Earle, New Jersey: Refrigerated storage 
facilities, $59,000. 

Naval ammunition depot, Fallbrook, California: Ordnance and 
ammunition storage facilities, $514,000. 

Naval ammunition depot, Hawthorne, Nevada: Barricaded sidings, 
and utilities, $1,424,000. 

Naval powder factory, Indian Head, Maryland: Research and 
development facilities, and utilities, $1,107,000. 

Naval ordnance test station, Inyokern, California: Community 
facilities, $375,000. 

Naval torpedo station, Keyport, Washington: Ordnance facilities, 
$376,000. 

Naval ordnance plant, Louisville, Kentucky: Ordnance drawings 
storage facilities, $927,000. 

Naval ordnance plant, Macon, Georgia: Ordnance manufacturing 
facilities, $3,800,000. 

Naval underwater ordnance station, Newport, Rhode Island: Testing 
facilities, $370,000. 

Naval magazine, Port Chicago, California: Ordnance facilities, 
$241,000. 

Naval ammunition depot, Saint Juliens Creek, Virginia: Utilities. 
420,000. 
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Naval ammunition and net depot, Seal Beach, California: Water- 
front facilities, $1,029,000. 

Naval ammunition depot, Shumaker, Arkansas: Barricaded transfer 
depot facilities, $765,000. 

Naval ordnance laboratory, White Oak, Maryland: Research and de- 
velopment facilities, $1,976,000. 

Naval mine depot, Yorktown, Virginia: Ammunition storage and 
testing facilities, $113,000. 


SERVICE SCHOOL FACILITIES 


Naval Academy, Annapolis, Maryland: Utilities, $182,000. 

Naval station, Annapolis, Maryland: Personnel facilities, $307,000. 

Naval receiving station, Charleston, South Carolina: Community 
facilities, $553,000. 

Naval amphibious base, Coronado, California: Personnel facilities, 
$1,402,000. 

Fleet air defense training center, Dam Neek, Virginia: Training 
facilities, and personnel facilities, $1,942,000. 

Naval training center, Great Lakes, Illinois: Training facilities, and 
personnel facilities, $4,338,000. 

Naval powder factory, Indian Head, Maryland: Personnel facilities, 
$780,000. 

Naval postgraduate school, Monterey, California: Personnel facili- 
ties, $119,000 

Naval receiving station, Philadelphia, Pennsylvania: Personnel facili- 
ties, $1,428,000. 

Naval retraining command, Portsmouth, New Hampshire: Security 
facilities, $42,000. 

Fleet sonar school, San Diego, California: Training facilities, $2,- 
753,000. 

MEDICAL FACILITIES 


National naval medical center, Bethesda, Maryland: Plans and specifi- 
cations for the Armed Forces Medical Library, $350,000. 

Naval hospital, Chelsea, Massachusetts: Family housing, $192,800. 

Naval hospital, Corona, California: Family housing, and conversion 
of existing structures to family housing, $256,800. 

Naval hospital, Great Lakes, Illinois: Plans and specifications for 
certain medical facilities, $750,000. 

Naval hospital, Jacksonville, Florida: Retaining wall, $46,000. 

Naval submarine base, New London, Connecticut: Medical research 
facilities, $755 000. 

Naval hospital, Philadelphia, Pennsylvania: Utilities, $60,000. 


COMMUNICATIONS FACILITIES 
Naval radio station, Northwest, Virginia: Communication facilities, 


$436,000. 
OFFICE OF NAVAL RESEARCH FACILITIES 


Naval research laboratory, Washington, District of Columbia: Research 
facilities, and utilities, $163,000. 

Naval research laboratory, Chesapeake Bay Annex, Randle Cliffs, 
Maryland: Research facilities, and land acquisition, $52,000. 
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YARDS AND DOCKS FACILITIES 


Naval construction battalion center, Davisville, Rhode Island: Water- 
front facilities, and storage facilities, $5,397,000. 

Public works center, Norfolk, Virginia: Utilities, $2,510,000. 

Naval construction battalion center, Port Hueneme, California: 
Maintenance facilities, $1,225,000. 

Various locations: Facilities for abatement of water pollution, ineluding 
the acquisition of land, $15,149,000. 


Oursipe ContTinentaL Unirep States 
SHIPYARD FACILITIES 
Fleet activities, Sasebo, Japan: Personnel facilities, $57,000. 
FLEET BASE FACILITIES 


Naval station, Adak, Alaska: Family housing, $2,485,000. 

Naval base, Guam, Mariana Islands: Administrative facilities, 
$1.835 000 

Naval base, Guantanamo bay, Cuba: ( tilities, $56,000. 

N val buse idee ‘bie Bay, Ph ip po Islands: Pei sonnel facilities, 
medical facilities, utilities, and family housing, $15,253 700. 

Fleet activities, Yokosuka, Japan: Family housing, $6,540,800. 


A4VIATION FACILITIES 


Naval air station, Agana, Guam, Mariana Islands: Airfield pavements, 
operational facilities, personnel facilities, aircraft maintenance facilities, 
and utilities, 86,525,000. 

Naval station, Argentia, Newfoundland: Operational facilities, and 
family housing $8,589,800. 

Naval air station, Atsugi, Japan: Personnel facilities, and family 
housing, $1,978 S800. 

Naval station, Bermuda, British West Indies: Aireraft maintenance 
facilities, $91 000. 

Naval air facility, Cubi Point, Philippine Islands: Airfield pave- 
ments, aircraft maintenance facilities, earthwork, personnel facilities, 
communication facilities, ordnance facilities, fuel-dispensing facilities, 
and utilities, 88.260 000. 

Naval air station, Guantanamo Bay, Cuba: Fuel pipeline facilities, 
community facilities, utilities, and family housing, $2,977,300. 

Naval air facility, Iwakuni, Japan: Personnel facilities, $975,000. 

Marine Corps air station, Kaneohe Bay, Territory of Hawaii: Airfield 
pavements, fuel-dispensing facilities, and family housing, $3,227,600. 

Naval station, Kodiak, Alaska: Family housing, $2,613,100. 

Naval station, Kwajalein, Marshall Islands: Communication facili- 
ties, ammunition storage facilities, and personnel facilities, $4,411,000. 

Naval station, Midway Islands, Territory of Hawaii: Communication 
facilities and operational facilities, $1,518 QUO. 

Naples, Italy: Operational facilities and storage facilities, $155,000. 

Naval air facility, Port Lyautey, French Morocco: Cold-storage facili- 
ties, and family housing, $1,958,500. 
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Naval station, Roosevelt Roads, Puerto Rico: Operational facilities 
and airfield pavements, $3,721,000. 
Naval station, Sangley Point, Philippine Islands: Family housing, 
$522,900. 
SUPPLY FACILITIES 


Naval supply depot Guam, Mariana Islands: Waterfront facilities 
and storage facilities, $5,427,000. 

Naval supply depot, Guantanamo Bay, Cuba: Cold-storage facilities, 
$1,318,000. 

Naval supply center, Pearl Harbor, Territory of Hawaii: Operational 
facilities, uidihve, and land acquisition, $270,000. 


ORDNANCE FACILITIES 


Naval ammunition depot, Oahu, Territory of Hawaii: Testing facili- 
ties, and railroad facilities and barricades, $1,152,000. 
Naval ordnance facility, Sasebo, Japan: Personnel facilities, $66,000. 


SERVICE SCHOOL FACILITIES 


Fleet training center, Pearl Harbor, Territory of Hawaii: Training 
facilities, $44,000. 
MEDICAL FACILITIES 


Naval hospital, Guam, Mariana Islands: Community facilities, 
$269,000. 
COMMUNICATION FACILITIES 


Naval communication station, Adak, Alaska: Communication facili- 
ties, $439,000. 

Naval radio facility, Kami-Seya, Japan: Communication facilities, 
and family housing, $2,564,700. 

Naval communication station, Kodiak, Alaska: Site preparation, 
communication facilities, mainienance facilities, personnel facilities, and 
utilities, $6,991,000. 

Naval communication facility, Philippine Islands: Communication 
facilities, community facilities, utilities, and family housing, $8,061,500. 

Naval communication facility, Port Lyautey, French Morocco: Storage 
facilities, personnel facilities, community facilities, utilities, and family 
housing, $2,848,600. 


YARDS AND DOCKS FACILITIES 


Fifteenth Naval District, Canal Zone: Utilities, and acquisition of 
family housing, $3,069,000. 

Guam, Mariana Islands: Utilities, $940,000. 

Sec. 202. The Secretary ot the Navy is authorized to establish or 
develop classified naval installations and facilities by the acquisition of 
land, and the construction, conversion, rehabilitation, or installation of 
permanent or temporary public works, including site preparation, 
appurtenances, utilities, equipment and family housing, in the total 
amount of $151,342,400. 

Sec. 903. The Secretary of the Navy is authorized through the con- 
struction, rehabilitation or installation of permanent or temporary public 
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works, including site preparation, appurtenances, and related utilities 
and equipment, to restore or replace facilities damaged or destroyed in @ 
total amount of $6,000,000. 

TITLE 111 


Sec. 301. The Secretary of the Air Force is hereby authorized to 
establish or develop Air Force installations and facilities by the acquisition, 
construction, conversion, rehabilitation, or installation of permanent or 
temporary public works in respect of the following projects, which include 
site preparation, appurtenances and related utilities, equipment and 
facilities: 

ContinentaAL Unirep Srares 


AIR DEFENSE COMMAND 


Buckingham Weapons Center, Ft. Myers, Florida: Airfield pave- 
ments, fuel dispensing facilities, communications and navigational aids 
operational facilities, aircraft maintenance facilities, troop housing and 
messing facilities, utilities, land acquisition, medical facilities, storage 
facilities, personnel facilities, administrative facilities, shop facilities, 
and family housing, $11,577,000. 

Duluth Municipal Airport, Duluth, Minnesota: Airfield pavements, 
aircraft maintenance facilities, utilities, medical facilities, storage facili- 
ties, personnel facilities, and shop facilities, $1,200,000. 

Ent Air Force Base, Colorado Springs, Colorado: Utilities, personnel 
facilities, and family housing, $1,808,000. 

Ethan Allan Air Force Base, Winooski, Vermont: Fuel dispensing 
facilities, airfield lighting, and utilities, $213,000. 

Geiger Field, Spokone, Washington: Airfield pavements, troop housing, 
storage facilities. and family housing, $1,716,000. 

Glasgow site, Montana: Airfield pavements, fuel dispensing facilities, 
navigational aids and airfield lighting facilities, operational facilities, 
aircraft maintenance facilities, training facilities, utilities, medical facili- 
ties, storage facilities, personnel facilities, administrative and community 
facilities, shop facilities, and family housing, $4,706,000. 

Grand Forks site, North Dakota: Airfield pavements, fuel dispensing 
facilities, communications, navigational aids and airfield lighting facili- 
ties, operational facilities, aircraft maintenance facilities, training 
facilities, troop housing, utilities, land acquisition, medical facilities, 
storage facilities, personnel facilities, administrative and community 
facilities, shop facilities, and family: housing, $5,822,000. 

Grandview Air Force Base, Kansas City, Missouri: Airfield pave- 
ments, fuel dispensing facilities, airfield lighting fceilities, aircraft 
maintenance facilities training facilitres, utilties, land acquisition, 
storage facilities, personnel facilities, and family housing, $3,402,000. 

Greater Milwaukee area, Wisconsin, airbase to be known as “Richard 
Bong Air Force Base”: Airfield pavements, fuel dispensing facilities, 
communications and navigational aids, operational facilities, aircraft 
maintenance facilities, troop housing nie 5 messing facilities, utilities, 
land acquisition, medical facilities, storage facilities, personnel facilities, 
administrative and community facilities, shop facilities, and family 
housing, $16,608,000. 

Greater Pittsburgh Airport, Coraopolis, Pennsylvania: Training facili- 
ties, utilities, medical facilities, and personnel facilities, $404.000. 
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Hamilton Air Force Base, San Rafael, California: Airfield pavements, 
operational facilities, troop housing, land acquisition, and personnel 
facilities, $1,501,000. 

Kinross Air Force Base, Sault Sainte Marie, Michigan: Airfield pave- 
ments, fuel dispensing facilities, airfield lighting facilities, aircraft 
maintenance facilities, training facilities, utilities, storage facilities, 
personnel facilities, and family housing, $2,029,000. 

K. I. Sawyer Municipal Airport, Marquette, Michigan: Airfield 
pavements, fuel dispensing facilities, airfield lighting facilities, opera- 
tional facilities, utilities, personnel facilities, administrative facilities, 
relocation of facilities, and family housing, $3,943,000. 

Klamath Falls Municipal Airport, Klamath Falls, Oregon: Airfield 
pavements, relocation of facilities, utilities, land acquisition, medical 
facilities, personnel facilities, administrative facilities, and family housing, 
$2,042,000. 

McChord Air Force Base, Tacoma, Washington: Airfield pavements, 
training facilities, storage facilities, personnel facilities, community 
facilities, and family housing, $2,959,000. 

MeGhee-Tyson Airport, Knoxville, Tennessee: Airfield pavements, 
utilities, storage facilities, personnel facilities, and shop facilities, 
$582,000. 

Minneapolis-St. Paul International Airport, Minneapolis, Minne- 
sota: Airfield pavements, aircraft maintenance facilities, troop housing, 
storage facilities, personnel facilities, and community facilities, 
$1,423,000. 

Minot site, North Dakota: Airfield pavements, fuel dispensing facil- 
ities, communications, navigational aids and airfield lighting facilities, 
operational facilities, aircraft maintenance facilities, training facilities, 
troop housing, utilities, medical facilities, storage facilities, personnel 
facilities, administrative and community facilities, and shop facilities, 
$5 339,000. 

New Castle County Municipal Airport, Wilmington, Delaware: Air- 
field pavements, airfield lighting facilities, land acquisition, and storage 
facilities, $504,000. 

Niagara Falls Municipal Airport, Niagara Falls, New York: Air- 
field pavements, fuel dispensing facilities, airfield lighting facilities, 
operational facilities, aircraft maintenance facilities, utilities, land 
acquisition, medical facilities, storage facilities, and personnel facilities, 
$1,748,000. 

Otis Air Force Base, Falmouth, Massachusetts: Airfield pavements, 
airfield lighting facilities, operational facilities, training facilities, messing 
facilities, medical facilities, storage facilities, personnel facilities, admin- 
astrative facilities, shop facilities, and family housing, $6,076,000. 

‘Oxnard Air Force Base, Ornard, California: Airfield pavements, fuel 
dispensing facilities, airfield lighting facilities, aircraft maintenance 
facilities, training facilities, troop housing, utilities, storage facilities, 
personnel facilities, and administrative facilities, $2,445,000. 

Paine Air Force Base, Everett, Washington: Airfield pavements, fuel 
dispensing facilities, airfield lighting facilities, aircraft maintenance 
facilities, land acquisition, storage facilities, and personnel facilities, 
$1,039,000. 

Portland International Airport, Portland, Oregon: Airfield pavements, 
utilities, storage facilities, and personnel facilities, $554,000. 
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Presque Isle Air Force Base, Presque Isle, Maine: Airfield pavements, 
airfield lighting facilities, troop housing and messing facilities, land 
acquisition, storage facilities, and family housing, $2,056,000. 

Selfridge Air Force Base, Mount Clemens, Michigan: Airfield pave- 
ments, communications and airfield lighting facilities, troop housing and 
messing facilities, utilities, land acquisition, medical facilities, and 
personnel facilities, $5,526,000. 

Sioux City Municipal Airport, Sioux City, Iowa: Airfield pavements, 
airfield lighting facilities, and messing facilities, $343,000. 

Stewart Air Force Base, Newburgh, New York: Navigational aids and 
airfield lighting facilities, storage facilities, and community facilities, 
$112,000. 

Suffolk County Air Force Base, Westhampton, New York: Airfield 
pavements, fuel dispensing facilities, airfield lighting facilities, troop 
housing, utilities, land acquisition, storage facilities, personnel facilities, 
and family housing, $2,207,000. 

Traverse City area, Michigan: Airfield pavements, fuel dispensing 
facilities, operational facilities, training facilities, storage facilities, 
personnel facilities, administrative and community facilities, and shop 
facilities, $1,881,000. 

Truazr Field, Madison, Wisconsin: Airfield pavements, fuel dispensing 
facilities, airfield lighting facilities, troop housing, land acquisition, 
storage facilities, personnel facilities, and shop faetlities, $1,263,000. 

Wurtsmith Air Force Base, Oscoda, Michigan: Airfield pavements, 
airfield lighting facilities, aircraft maintenance facilities, troop housing, 
utilities, storage facilities, administrative facilities, shop facilities, and 
family housing, $2,511,000. 

Youngstown Municipal Airport, Youngstown, Ohio: Airfield pave- 
ments, airfield lighting facilities, utilities, storage facilities, and personnel 
facilities, $742,000. 

Yuma County Airport, Yuma, Arizona: Airfield lighting facilities, 
aircraft maintenance facilities, training facilities, troop housing, person- 
nel facilities, and administrative facilities, $2,107,000. 

Various locations: Utilities, land acquisitions, storage facilities, and 
administrative facilities, $14,196,000. 


AIR MATERIEL COMMAND 


Brookley Air Foree Base, Mobile, Alabama: Airfield pavements, fuel 
dispensing facilities, aircraft maintenance facilities, troop housing and 
messing facilities, utilities, and storage facilities, $4,170,000. 

Griffiss Air Force Base, Rome, New York: Airfield pavements, fuel 
dispensing facilities, airfield lighting facilities, aircraft maintenance 
facilities, troop housing, land acquisition, storage facilities, personnel 
facilities, administrative facilities, and family housing, $15,803,000. 

Hill Air Force Base, Ogden, Utah: Airfield pavements, and airfield 
lighting facilities, $2,386,000. 

Kelly Air Force Base, San Antonio, Texas: Airfield pavements, airfield 
lighting facilities, aircraft maintenance facilities, and land acquisition, 
$1,945,000. 

McClellan Air Force Base, Sacramento, California: Airfield pave- 
ments, fuel dispensing facilities, operational facilities, aircraft mainte- 
nance facilities, training facilities, troop housing, utilities, land acquis 
tion, and administrative facilities, $9,522,000. 
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. Norton Air Force Base, San Bernardino, California: Airfield pave- 
ments, airfield lighting facilities, aircraft maintenance facilities, troop 
housing, and messing facilities, land acquisition, and storage facilities, 
$3,205 ,000. 

Olmstead Air Force Base, Middletown, Pennsylvania: Airfield pave- 
ments, fuel dispensing facilities, aircraft maintenance facilities, utilities, 
land acquisition, and storage facilities, $21,264,000. 

Robins Air Force Base, Macon, Georgia: Airfield pavements, communi- 
cations and airfield lighting facilities, aircraft maintenance facilities, 
troop housing, and land acquisition, $3,375,000. 

Searsport Air Force Tank Farm, Searsport, Maine: Fuel storage 
facilities, $133,000. 

Tinker Air Force Base, Oklahoma City, Oklahoma: Storage facilities, 
$205,000. 

Wilkins Air Force Station, Shelby, Ohio: Utilities, $305,000. 

Wright-Patterson Air Force Base, Dayton, Ohio: Airfield pavements, 
training facilities, troop housing and messing facilities, utilities, land 
acquisition, and administrative facilities, $12,001,000. 

Various locations: Storage facilities, $170,000. 


AIR PROVING GROUND COMMAND 


Eglin Air Force Base, Valparaiso, Florida: Airfield pavements, com- 
munications and navigational aids, troop housing and messing facilities, 
land acquisition, research, development and test facilities, and storage 
facilities, $7,966,000. 


AIR TRAINING COMMAND 


Amarillo Air Force Base, Amarillo, Teras: Training facilities, 
$98,000. 

Bryan Air Force Base, Bryan, Texas: Troop housing and messing 
facilities, and utilities, $914,000. 

Chanute Air Force Base, Rantoul, Illinois: Land acquisition, $3,000. 

Craig Air Force Base, Selma, Alabama: Airfield pavements, troop 
housing, and land acquisition, $1,650,000. 

Ellington Air Force Base, Houston, Texas: Troop housing and mess- 
ing facilities, land acquisition, and medical facilities, $2,816,000. 

Francis E. Warren Air Force Base, Cheyenne, Wyoming: Troop 
housing and messing facilities, $1,403,000. 

Goodfellow Air Force Base, San Angelo, Texas: Airfield pavements, 
fuel dispensing facilities, aircraft maintenance facilities, troop housing 
and messing facilities, and land acquisition, $4,081,000. 

Greenville Air Force Base, Greenville, Mississippi: Aircraft mainte- 
nance facilities, land acquisition, and personnel facilities, $349,000. 

Headquarters technical training, Air Force, Gulfport, Mississippi: 
Acquisition of land and facilities, $313,000. 

Harlingen Air Force Base, Harlingen, Texas: Communications and 
navigational aids and troop housing, $446,000. 

James Connally Air Force Base, Waco, Texas: Troop housing and 
messing facilities, $883,000. 

Laredo Air Force Base, Laredo, Texas: Aircraft maintenance facili- 
ties, and family housing, $1,525,500. 
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Laughlin Air Force Base, Del Rio, Texas: Airfield pavements, opera- 
tional facilities, training facilities, land acquisition, and family housing, 
$3,695,000. 

Lowry Air Force Base, Denver, Colorado: Troop housing and messing 
facilities, $1,217,000. 

Luke Air Force Base, Phoenix, Arizona: Training facilities, troop 
housing and messing facilities, and land acquisition, $1,557,000. 

Mather Air Force Base, Sacramento, California: Communications 
and navigational aids, troop housing and messing facilities, and per- 
sonnel facilities, $1,516,000. 

McConnell Air Force Base, Wichita, Kansas: Operational facilities, 
and land acquisition, $104,000. 

Moody Air Force Base, Valdosta, Georgia: Airfield pavements, air- 
craft maintenance facilities, troop housing and messing facilities, land 
acquisition, and family housing, $4,322,000. 

Nellis Air Force Base, Las Vegas, Nevada: Airfield pavements, air- 
craft maintenance facilities, and troop housing and messing facilities, 
$1,153,000. 

Perrin Air Force Base, Sherman, Texas: Troop housing and messing 
facilities, and land acquisition, $956,000. 

Randolph Air Force Base, San Antonio, Texas: Troop housing, 
$549,000. 

Reese Air Force Base, Lubbock, Texas: Troop housing and messing 
facilities, land acquisition, and personnel facilities, $1,076,000. 

Scott Air Force Base, Belleville, Illinois: Troop housing and messing 
facilities, $1,247,000. 

Sheppard Air Force Base, Wichita Falls, Texas: Messing facilities, 
$80,000. 

Stead Air Force Base, Reno, Nevada: Aircraft maintenance facilities, 
training facilities, troop housing, personnel facilities, and family housing, 
$4,187,000. 

Tyndall Air Force Base, Panama City, Florida: Airfield lighting 
facilities, aircraft maintenance facilities, and land acquisition, $478,000. 

Vance Air Force Base, Enid, Oklahoma: Troop housing and messing 
facilities, and land acquisition, $871,000. 

Webb Air Force Base, Big Spring, Texas: Shop facilities, and family 
housing, $2,410,000. 

Williams Air Force Base, Chandler, Arizona: Operational facilities, 
and troop housing and messing facilities, $1,045,000. 


AIR UNIVERSITY 

Gunter Air Force Base, Montgomery, Alabama: Troop housing, 
$275,000. 

Maxwell Air Force Base, Montgomery, Alabama: Troop housing and 
messing facilities, utilities, and medical facilities, $2,661,000. 


CONTINENTAL AIR COMMAND 


Beale Air Force Base, Marysville, California: Land acquisition, 
personnel facilities, and family housing, $2,125,500. 

Brooks Air Force Base, San Antonio, Texas: Troop housing, $590,000. 

Dobbins Air Force Base, Marietta, Georgia: Airfield pavements, and 
personnel facilities, $758,000. 
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Mitchel Air Force Base, Hempstead, New York: Airfield pavements, 
$7,891,000. 

Wolters Air Force Base, Mineral Wells, Texas: Operational facilities, 
storage facilities, and personnel facilities, $331,000. 


HEADQUARTERS COMMAND 


Bolling Air Force Base, Washington, D. C.: Personnel facilities. 
$520,000. 
MILITARY AIR TRANSPORT SERVICE 


Andrews Air Force Base, Camp Springs, Maryland: Medical facili- 
ties, and personnel facilities, $1,098 ,000. 

Charleston Air Force Base, Charleston, South Carolina: Airfield 
pavements, operational facilities, personnel facilities, administrative 
and community facilities, and land acquisition, $4,032,000. 

Dover Air Force Base, Dover, Delaware: Airfield pavements, fuel dis- 
pensing facilities, airfield lighting facilities, aircraft maintenance facili- 
ties, land acquisition, personnel facilities, administrative facilities, and 
family housing, $7,073,000. 

McGuire Air Force Base, Wrightstown, New Jersey: Airfield pave- 
ments, airfield lighting fac ‘lities. operational fac ilities, utilities, storage 
facilities, personnel facilities, and family housing, $4,564,000. 

Palm Beaeh Air Force Base, Palm Beach, Florida: Operational 
facilities, aircraft maintenance facilities, troop housing and messing 
facilities, utilities, and personnel facilities, $818,000. 

Saint Louis Aeronautical Chart Information Center, Saint Louis, 
Missouri: Administrative facilities, 8861 ,000. 


RESEARCH AND DEVELOPMENT COMMAND 


Location to be determined: Headquarters building, $6,000,000. 

( arab ile Test Site, Carabelle, Florida: Land acquisition, $1,000. 

Edwards Air Foree Base, Muroe, California: Airfield lighting facih- 
ties, aircraft maintenance facilities, utilities, research, development and 
test facilities, personnel facilities, and community facilities, $12,422 000. 

Hartford Research Pac ility, Hartford, Connecticut: Research and 
deve lopme nt facilities, $22,375,000. 

Holloman Air Force Base, Alamogordo, New Mexico: Airfield pave- 
ments, airfield lighting facilities, utilities, research and development 
facilitie s, medical facilities, storage facilities, pe rsonnel facilities, and 
community facilities, $4,965 000. 

Indian Springs Air Force Base (Kirtland Auxiliary Numbered 1), 
Clark, Nevada: Operational facilities, shop facilities, and family housing, 
Se 555.4500. 

Kirtland Air Force Base, Albuquerque, New Mexico: Aircraft main- 
tenance aeeteirig! utilities, and shop facilities, $905,000. 

Laurence G. Hanscom Field, Bedford, Massachusetts: Airfield pave- 
ments, nianuneueian s and airfield lighting facilities, aircraft mainte- 
nance facilities, troop housing, utilities, land acquisition, research and 
development facilities, storage facilities, personnel facilities, shop facilities, 
and family housing, $3,705,000. 

Mount Washington Climatic Projects Laboratory, Mount Washington, 
New Hampshire: Research and development facilities, $588,000. 
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Patrick Air Force Base, Cocoa, Florida: Airfield pavements, aircraft 
maintenance facilities, utilities, land acquisition, research and develop- 
ment facilities, and shop facilities, $7,600,000. 

Various locations: Research, development, and operational facilities, 
$20,000,000. , 

STRATEGIC AIR COMMAND 


Abilene Air Force Base, Abilene, Texas: Airfield pavements, fuel- 
dispensing facilities, training facilities, troop housing, utilities, land 
acquisition, medical facilities, storage facilities, personnel facilities, and 
administrative and community facilities, $4,214,000. 

Altus Air Force Base, Altus, Oklahoma: Airfield pavements, fuel 
dispensing facilities, airfield lighting facilities, operational facilities, 
training facilities, utilities, storage facilities, personnel facilities, 
administrative facilities, and family housing $3,758,000. 

Barksdale Air Force Base, Shreveport, Louisiana: Airfield pavements, 


fuel-dispensing facilities, communications and airfield lighting facilities, 


training facilities, medical facilities, storage facilities, and personnel 


facil ities, $7,879,000. 


Bergstrom Air Force Base, Austin, Texas: Airfield pavements, 
operational facilities, utilities, land acquisition, personnel facilities, 
administrative facilities, and shop facilities, $1,770,000. 

Biggs Air Force Base, El Paso, Texas: Airfield pavements, fuel 
dispensing facilities, operational facilities, aircraft maintenance facilities, 
troop housing, storage facilities, and personnel facilities, $5,063,000. 

Campbell Air Force Base, Hopkinsville, Kentucky: Airfield pavements, 
communications, troop housing and messing facilities, utilities, land 
acquisition, and shop facilities, $1,975,000. 

Carswell Air Force Base, Fort Worth, Texas: Airfield pavements, 
airfield lighting facilities, aircraft maintenance facilities, troop housing, 
utilities, medical facilities, personnel facilities, and land acquisition, 
$5,929,000. 

Castle Air Force Base, Merced, California: Airfield pavements, fuel 
dispensing facilities, operational facilities, aircraft maintenance facilities, 
utilities, land acquisition, storage facilities, and administrative facilities, 
$5,550,000. 

Clinton-Sherman Air Force Base, Clinton, Oklahoma: Airfield pave- 
ments, fuel dispensing facilities, operational facilities, aircraft mainte- 
nance facilities, training facilities, utilities, land acquisition, storage 


facilities, personnel facilities, administrative and community facilities, 


shop facilities, and family housing, $10,208,500. 

Columbus Air Force Base, Columbus, Mississippi: Airfield pave- 
ments, fuel dispensing facilities, operational facilities, aircraft mainte- 
nance facilities, training facilities, troop housing and messing facilities, 
utilities, land acquisition, medical facilities, storage facilities, adminis- 
trative facilities, shop facilities, and family housing, $6,629,000. 

Davis-Monthan Air Force Base, Tucson, Arizona: Airfield pavements, 
training facilities, troop housing, medical facilities, storage facilities, 
and personnel facilities, $7,803,000. 

Dow Air Force Base, Pangor, Maine: Airfield pavements, fuel «'s- 
pensing facilities, operational facilities, aircraft maintenance facilities, 
training facilities, troop housing, rehabilitation, land acquisition, per- 
sonnel facilities, community facilities, and shop facilities, $11,155,000. 
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Ellsworth Air Force Base, Rapid City, South Dakota: Airfield pave. 
ments, fuel dispensing facilities, navigational aids and airfield lighting 
facilities, aircraft maintenance facilities, troop housing, land acquisition 
storage facilities, personnel facilities, and shop facilities, $12,380,000. 

Fairchild Air Force Base, Spokane, Washington: Airfield pavements 
fuel-dispensing facilities, aircraft maintenance facilities, training facili. 
ties, land acquisition, storage facilities, and personnel facilities, 
$2,187,000. 

Forbes Air Force Base, Topeka, Kansas: Airfield pavements, fuel- 
dispensing facilities, operational facilities, aircraft maintenance facilities, 
utilities, land acquisition, medical facilities, storage facilities, personnel 
facilities, and shop facilities, $4,753,000. 

Gray Air Force Base, Killeen, Texas: Troop housing, medical facilities, 
storage facilities, personnel facilities, and community facilities, $482,000. 

Great Falls Air Force Base, Great Falls, Montana: Airfield pare- 
ments, communications, operational facilities, aircraft maintenance facili- 
ties, training facilities, storage facilities, personnel facilities, administra- 
tive and community facilities, and shop facilities, $5,435,000. 

Homestead Air Force Base, Homestead, Florida: Airfield pavements, 
fuel-dispensing facilities, airfield lighting facilities, operational facilities, 
aircraft maintenance facilities, training facilities, utilities, medical 
facilities, storage facilities, personnel facilities, and family housing, 
$4,428,000. 

Hunter Air Force Base, Savannah, Georgia: Airfield pavements. air- 
field lighting facilities, operational facilities, aircraft maintenance facilities, 
training facilities, utilities, medical facilities, and personnel facilities, 
$4,115,000. 

Lake Charles Air Force Base, Lake Charles, Louisiana: Airfield pare- 
ments, fuel-dispensing facilities, airfield lighting facilities, aircraft main- 
tenance facilities, training facilities, troop housing, utilities, and per- 
sonnel facilities, $2,396,000. 

Lincoln Air Force Base, Lincoln, Nebraska: Airfield pavements, fud 
dispensing facilities, aircraft maintenance facilities, training facilities, 
land acquisition, medical facilities, storage facilities, personnel facilities, 
and administrative facilities, $6,595,000. 

Little Rock Air Force Base, Little Rock, Arkansas: Airfield pavements, 
fuel dispensing facilities, navigational aids and airfield lighting facilities, 
operational facilities, aircraft maintenance facilities, training facilities, 
utilities, land acquisition, medical facilities, storage facilities, personnel 
facilities, administrative and community facilities, and family housing, 
$5,317,000. 

Lockbourne Air Force Base, Columbus, Ohio: Airfield pavements, 
operational facilities, aircraft maintenance facilities, training facilities, 
troop housing, utilities, land acquisition, medical facilities, storage 
facilities, personnel facilities, and shop facilities, $8,571,000. 

Loring Air Force Base, Limestone, Maine: Airfield pavements, fuel 
dispensing facilities, navigational aids, aircraft maintenance facilities, 
troop housing, utilities, land acquisition, personnel facilities, adminis- 
trative and community facilities, and shop facilities, $3,542,000. 

MacDill Air Force Base, Tampa, Florida: Airfield pavements, airfield 
lighting facilities, aircraft maintenance facilities, troop housing, land 
acquisition, and personnel facilities, $5,251,000. 

March Air Force Base, Riverside, California: Airfield pavements, fue 
dispensing facilities, airfield lighting facilities, aircraft maintenance 
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facilities, troop housing, land acquisition, and personnel facilities, 
$3,741,000. 

Mountain Home Air Force Base, Mountain Home, Idaho: Airfield 

avements, operational facilities, aircraft maintenance facilities, utilities, 
aie acquisition, medical facilities, storage facilities, personnel facilities, 
community facilities, and family housing, $5,961,000. 

Offutt Air Force Base, Omaha, Nebraska: Utilities, and land acquisi- 
tion, $128,000. 

Pinecastle Air Force Base, Orlando, Florida: Airfield pavements, 
communications and airfield lighting facilities, operationnl fuels, 
aircrafimaintenance facilities, utilities, land acquisition, storage facilities, 
personnel facilities, and community facilities, $4,118,000. 

Plattsburg Air Force Base, Plattsburg, New York: airfield pavements, 
fuel dispensing facilities, airfield lighting facilities, operationol facilities 
aircraft maintenance facilities, training facilities, utilities, land acquisi- 
tion, medical facilities, storage facilities, personnel facilities, administra- 
tive and community facilities, and jee housing, $21,988,000. 

Portsmouth Air Force Base, Portsmouth, New Hampshire: Airfield 
pavements, fuel dispensing facilities, aircraft maintenance facilities, 
training facilities, utilities, land acquisition, storage facilities, personnel 
facilities, administrative and community facilities, and family housing, 
$24,850,000. 

Sedalia Air Force Base, Knobnoster, Missouri: Airfield pavements, 
airfield lighting facilities, aircraft maintenance facilities, utilities, land 
acquisition, storage facilities, personnel facilities, community facilities, 
shop facilities, and family housing, $9,646,000. 

Smoky Hill Air Force Base, Salina, Kansas: Airfield pavements, 
operational facilities, aircraft maintenance facilities, troop housing, 
utilities, land acquisition, medical facilities, storage facilities, personnel 
facilities, administrative facilities, shop facilities, and family housing, 
$8,773,500. 

Travis Air Force Base, Fairfield, California: Airfield pavements, fuel 
dispensing facilities, navigational aids, aircraft maintenance facilities, 
troop housing, utilities, land acquisition, storage facilities, personnel 
facilities, administrative and community facilities, and shop facilities, 
$9,769,000. 

Turner Air Force Base, Albany, Georgia: Airfield pavements, fuel 
dispensing facilities, airfield lighting facilities, operational facilities, 
aircraft maintenance facilities, troop housing, utilities, and land acquisi- 
tion, $3,744,000. 

Walker Air Force Base, Roswell, New Merico: Airfield pavements, 
fuel dispensing facilities, aircraft maintenance facilities, troop housing, 
utilities, land acquisition, medical facilities, storage facilities, and per- 
sonnel facilities, 36,657,000. 

Westover Air Force Base, Chicopee Falls, Massachusetts: Airfield 
pavements, fuel dispensing facilities, communications and navigational 
aids, aircraft maintenance facilities, training facilities, troop housing, 
land acquisition, storage facilities, personnel facilities, and community 
facilities, $7,951,000. 

TACTICAL AIR COMMAND 


Alexandria Air Force Base, Alexandria, Louisiana: Airfield pave- 
ments, fuel dispensing facilities, operational facilities, aircraft mcin- 
tenance facilities, training facilities, utilities, and personnel facili!ies 
$2,684,000. 
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Ardmore Air Force Base, Ardmore, Oklahoma: Airfield pavements, 
fuel dispensing facilities, operational facilities, aircraft maintenance 
facilities, personnel facilities, and family housing, $6,800,000. 

Blytheville Air Force Base, Blytheville, Arkansas: Airfield lighting 
facilities, training facilities, utilities, storage facilities, and community 
facilities, $208,000. 

Bunker Hill Air Force Base, Peru, Indiana: Airfield lighting facilities, 
operational facilities, training facilities, and administrative facilities, 
$559,000. 

Clovis Air Force Base, Clovis, New Merico: Training facilities, and 
family housing, $2,570,500. 

Donaldson Air Force Base, Greenville, South Carolina: Airfield 
pavements, aircraft maintenance facilities, troop housing and messing 
facilities, and medical facilities, $2,403,000. 

Foster Air Force Base, Victoria, Texas: Airfield pavements, training 
facilities, troop housing, and family housing, $4,624,000. 

George Air Force Base, Victorville, California: Airfield pavements, 
navigational aids and airfield lighting facilities, training facilities, troop 
housing and messing facilities, land acquisition, and storage facilities, 
$1,598,000. 

Langley Air Force Base, Hampton, Virginia: Airfield pavements, 
training facilities, utilities, storage facilities, personnel facilities, and 
administrative facilities, $3,384,000. 

Larson Air Force Base, Moses Lake, Washington: Airtield pavements, 
utilities, medical facilities, and personnel facilities, $3,574,000. 

Myrtle Beach Municipal Airport, Myrtle Beach, South Carolina: 
Airfield pavements, fuel dispensing facilities, communications and navi- 
gational aids, aircraft maintenance facilities, training facilities, messing 
facilities, utilities, land acquisition, medical facilities, storage facilities, 
personnel facilities, a ministrative and community facilities, and shop 
facilities, $6,303,000. 

Pope Air Force Base, Fort Bragg, North Carolina: Airfield pavements, 
communications and navigational aids, troop housing and messing facili- 
ties, land acquisition, medical facilities, and storage facilities $2,548,000. 

Sewart Air Force Base, Smyrna, Tennessee: Airfield pavements, com- 
munications and navigational aids, operational facilities, aireraft main- 
tenance facilities, troop housing and messing facilities, land acquisition, 
personnel facilities, and administrative facilities, 83,589,000. 

Seymour Johnson Air Force Base, Goldsboro, North Carolina: Airfield 
pavements, fuel dispensing facilities, communications and navigational 
aids, operational facilities, aircraft maintenance facilities, training 
facilities, troop housing, utilities, land acquisition, medical facilities, 
storage facilities, personnel facilities, administrative and community 
facilities, and shop facilities, 37,429,000. 

Shaw Air Force Base, Sumter, South Carolina: Airfield pavements, 
operational facilities, aircraft maintenance facilities, troop housing and 
messing facilities, utilities, storage facilities, personnel facilities, and 
Jamily housing, $7,035,000. 
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SPECIAL FACILITIES 


Various locations: Operational facilities, and utilities, $387,000. 
AIRCRAFT CONTROL AND WARNING SYSTEM 


Various locations: Fuel dispensing facilities, communications and 
navigational aids, operational facilities, training facilities, troop housing 
and messing facilities, utilities, land acquisition, medical facilities, 
storage facilities, personnel facilities, administrative and community 
facilities, and shop facilities, $100,882 ,000. 


OurstpeE ConTiInentTaL Uniren Srares 
ALASKAN AIR COMMAND 


Eielson Air Force Base: Medical facilities, storage facilities, and 
community facilities, $1,307 000. 

Elmendorf Air Force Base: Airfield pavements, fuel dispensing 
facilities, airfield lighting facilities, aircraft maintenance facilities, 
troop housing and messing facilities, utilities, land acquisition, medical 
facilities, storage facilities, personnel facilities, and shop facilities, 
$23,275 000. 

Galena Airfield: Airfield lighting facilities, and storage facilities, 
$518 000. 

Kenai Airfield: Airfield pavements, $356,000. 

Ladd Air Force Base: Training facilities, land acquisition, and storage 
facilities, $1,510,000. 

Naknek Airfield: Airfield pavements, airfield lighting facilities, 
operational facilities, utilities, and storage facilities, $1,863,000. 


CARIBBEAN AIR COMMAND 


Albrook Air Force Base, Canal Zone: Communication facilities, 
$163,000. 


FAR EAST AIR FORCES 


Various locations: Airfield pavements, fuel dispensing facilities, 
navigational aids and airfield lighting facilities, operational facilities, 
aircraft maintenance facilities, utilities, storage facilities, personnel 
facilities, and community facilities, $42,017,000. 


MILITARY AIR TRANSPORT SERVICE 


Hickam Air Force Base, Honolulu, Hawaii: Airfield pavements, 
airfield lighting facilities, land acquisition, storage facilities, and harbor 
facilities, $4,978,000. 

Johnston Island Air Force Base, Johnston Island: Communication 
facilities, $182,000. 

Midway Island: Airfield pavements, fuel dispensing facilities, and 
airfield lighting facilities, $303,000. 

Wake Island: Airfield pavements, fuel dispensing facilities, and 
navigational aids, $2,991,000. 

Various locations: Airfield pavements, fuel dispensing facilities, navi- 
gational aids and airfield lighting facilities, aircraft maintenance facilities, 
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troop housing, utilities, personnel facilities, and family housing, 
$11,393,000. 
NORTHEAST AIR COMMAND 


Various locations: Airfield pavements, fuel dispensing facilities, oper- 
ational facilities, aircraft maintenance facilities, training facilities, troop 
housing, utilities, storage facilities, and shop facilities, $23,601,000. 


STRATEGIC AIR COMMAND 


Ramey Air Force Base, Puerto Rico: Airfield pavements, fuel dispens- 
ing facilities, aircraft maintenance facilities, operational facilities, 
utilities, land acquisition, storage facilities, personnel facilities, and 
harbor facilities, $9,739,000. 


UNITED STATES AIR FORCES IN EUROPE 


Various locations: Airfield pavements, fuel dispensing facilities, com- 
munications, navigational aids and airfield lighting facilities, operational 
facilities, aircraft maintenance facilities, training facilities, troop housing 
and messing facilities, utilities, medical facilities, storage facilities, 
personnel facilities, administrative and community facilities, and shop 
facilities, $234,996 ,000. 


AREA CONTROL NAVIGATIONAL AIDS 
Various locations: Communications and navigational aids, $526,000. 
SPECIAL FACILITIES 
Various locations: Operational facilities, and utilities, $293,000. 
AIRCRAFT CONTROL AND WARNING SYSTEM 


Various locations: Airfield pavements, fuel dispensing facilities, 
communications, navigational aids and airfield lighting facilities, opera- 
tional facilities, troop housing and messing facilities, utilities, medical 
facilities, storage facilities, personnel facilities, administrative and com- 
munity facilities, shop facilities, aircraft maintenance facilities, harbor 
facilities, and land acquisition, $98,552,000. 

Sec. 302. The Secretary of the Air Force is authorized through the 
construction, rehabilitation or installation of permanent or temporary 
public works, including site preparation, appurtenances, and relaied 
utilities and eyuipment, to restore or replace facilities damaged or 
destroyed in a total amount of $5,000,000. 

Sec. 303. The Secretary of the Air Force is authorized to provide an 
off-base roadway approximately two miles in length in the vicinity of 
the south boundary of Keesler Air Force Base, Bilori, Mississippi, by 
the acquisition of land and the construction of permanent and related 
facilities and appurtenances at a cost not to exceed $350,000. 

Sec. 304. Public Law 534, Eighty-third Congress, is hereby amended 
as follows: 

(a) With respect to Carswell Air Force Base, Fort Worth, Tezas, 
under the heading ‘‘ Continental United States” and subheading “Stra- 
tegie Air Command” in section 301 strike “$2,248,000” and insert in 
lieu thereof $2,750,000". 
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(b) With respect to Matagorda Island Air Force Range, Texas, under 
the heading “Continental United States’ and subheading ‘Strategic Air 
Command”’ in section 301 strike “$607,000” and insert in lieu thereof 
$847,000”. 

(c) With respect to Bismarck-Minot area, North Dakota, under the 
heading ‘Continental United States” and subheading “Air Defense 
Command” in section 301 strike ““Bismarck-Minot area, North Dakota” 
and “86,494,000” and insert in lieu thereof ‘Minot Site, North Dakota” 
and “812.12},000”, respectively. 

(d) With respect to Fargo area, North Dakota, under the heading 
“Continental United States’ and subheading “Air Defense Command” 
in section 301 strike “Fargo area, North Dakota” and “$7,055,000” 
and insert in lieu thereof “Grand Forks Site, North Dakota” and 
“$10,903,000”, respectively. 

(e) With respect to Glasgow-Miles City area, Montana, under the 
heading ‘‘Continental United States’? and subheading ‘Air Defense 
Command” in section 301 strike “Glasqow-Miles City area, Montana” 
and “$8,391,000” and insert in liew thereof “Glasgow Site, Montana” 
and “$10,660,000”, respectively. 

({) With respect to K. I. Sawyer Airport, Marquette, Michigan, 
under the heading “Continental United States’? and subheading ‘Air 
Defense Command” in section 301 strike “$8,556,000” and insert in 
lieu thereof “$9,949,000”. 

(g) With respect to Traverse City area, Michigan, under the heading 
“Continental United States” and subheading “Air Defense Command” 
in section 301 strike “$8,635,000” and insert in lieu thereof “$10,267,- 
000 ? 

(h) With respect to Ellington Air Force Base, Houston, Texas, under 
the heading “Continental United States” and subheading “Air Training 
Command” in section 801 strike “$1,073,000” and insert in lieu thereof 
“$2 J L¥8 000". 

(i) With respect to Webb Air Force Base, Big Spring, Teras, under 
the heading ‘“‘Continental United States” and subheading “‘Air Training 
Command” in section 301 strike “$100,000” and insert in lieu thereof 
$135,000”. 

(7) With respect to Norton Air Force Base, San Bernardino, Cali- 
fornia, under the heading ‘‘Continental United States’ and subheading 
“Air Materiel Command” in section 301 strike “$4,303,000” and apa 
183,000” and insert in lieu thereof “$4,735,000” and “$2,615,000”, 
spectively. 

(k) With respect to Wright-Patterson Air Force Base, Dayton, Ohio, 
under the heading ‘Continental United States’? and subheading “Air 
Materiel Command” in section 801 strike “$5,847,000” and insert in 
lieu there of “$6,849,000”. 

(1) With respect to Allantic City Consolan Station, Ailantie City, 
New Jersey, under the heading “Continental United States’”’ and sub- 
heading ‘Air Defense Command” in section 301 strike “$72,000’’ and 
insert in lieu thereof “$285,000”. 

(m) With respect to Nantucket Consolan Station, Nantucket, Massa- 
chusetts, under the heading “Continental United States” and subheading 
“Air Defense Command” in section 301 strike $107,000” and insert 
in lieu thereof $224,000"’. 

(n) With respect to Pescadero Consolan Station, Pescadero, California, 
under the heading “Continental United States” and subheading “Aw 
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Defense Command”’ in section 801 strike “$107,000” and insert in lieu 
thereof “$224,000”. 

(0) With respect to Point Conception Consolan Station, Point Con- 
ception, California, under the heading “‘Continental United States” and 
subheading “Air Defense Command” in section 801 strike “$72,000” 
and insert in lieu thereof $232,000’’. 

(p) In clause (8) of section 502 thereof delete the amounts 
“$389,125,000” and “$398,954,000"’ and insert in liew thereof the 
amounts ‘$405 ,176,000" and “$415,005 ,000"’, respectively. 

Sec. 805. Classified location: The authority granted by section 302, 
of the Act of July 14, 1952, may be utilized to the extent of $8,127,400 
for the direct construction of family housing. 


TITLE IV 


Sec. 401. The Director of Central Intelligence is authorized to provide 
for a headquarters installation for the Central Intelligence Agency, in the 
District of Columbia or elsewhere, by the acquisition of land at a cost of 
not to exceed $1,000,000, and construction of buildings, facilities, appur- 
tenances, utilities, and access roads at a cost of not to exceed $54 500,000, 
of which not more than $8,500,000 shall be available for transfer to the 
National Capital Planning Commission and the Department of the 
Interior for acquisition of land for and construction io extend the George 
Washington Memorial Parkway to the present site of the research station 
of the Bureau of Public Roads at Langley, Fairfax County, Virginia: 
Provided, That at such time as it is determined that construction of such 
headquarters installation at said research station will not be commenced 
or continued, said amouni of $8,500,000, or the remainder thereof, shall 
no longer be available for obligation: Provided further, That at such time 
as the Central Intelligence Agency occupies the headquarters installation 
authorized by this title, the Administrator of General Services is authorized 
and directed to accomplish the demolition and removal of temporary Gov- 
ernment building space in the District of Columbia of equivalent oceu- 
pancy to that relinquished by the Central Intelligence Agency. 


TITLE V 
GeneraL Provisions 


Sec. 501. The Secretaries of the Army, Navy, and Air Force are re- 
spectively authorized to proceed with the establishment or development of 
military and naval installations and facilities as authorized by titles I, 
II, and III of this Act, and the Director of Central Intelligence is author- 
ized to proceed with the establishment of a Central Intelligence Agency 
Headquarters Installation as authorized by title IV of this Act, without 
regard to the provisions of sections 1186, 8648, and 8784, as respectively 
amended, of the Revised Statutes, and prior to approval of title to under- 
lying land, as provided by section 355, as amended, of the Revised Statutes. 
The authority under this Act of the Secretary of a military department to 
provide family housing includes authority to acquire such land as the 
Secretary concerned determines, with the approval of the Secretary of De- 
fense, to be necessary in connection therewith, The authority to establish 


or develop such installations and facilities shall include, in respect of 
those installations and facilities as to which family housing or the ac- 
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quisition of land is specified in titles I, II, 111, and IV of this Act, author- 
aty to make surveys and to acquire lands and rights and interests thereto 
or therein, including the temporary use thereof, by donation, purchase, 
exchange of Government-owned lands, or otherwise, and to place perma- 
nent or temporary improvements thereon whether such lands are held in 
fee or under lease or under other temporary tenure. 

Sec. 502. There are hereby authorized to be appropriated such sums 
of money as may be necessary to accomplish the purposes of this Act, 
but not to exceed— 

(1) for public works authorized by title I: Inside continental 
United States, $224,927,000; outside continental United States, 
$74,984,000; section 102, $223,993,000; section 103, $10,000,000; 
or a total of $533 904,000; 

(2) for public works authorized by title II: Inside continental 
United States, $299,690,600; outside continental Lnited States, 
$107,191 300; section 202, $151,342,400; section 203, $6,000,000; 
or a total of $564,224 ,300; 

(3) for public works authorized by title III: Inside continental 
United States, $743,989,000; outside continental United States, 
$458,563 ,000; section 802, $5,000,000; section 303, $350,000; or a 
total of $1,207,902 ,000; and 

(4) for public works authorized by title IV: $54,500,000. 

Sec. 503. Any of the approximate costs enumerated in titles I, II, and 
IT1 of this Act may, in the discretion of the Secretary concerned, be varied 
upward by 5 per centum in the case of projects within the continental 
United States, and 10 per centum in the case of projects outside the 
continental United States, but the total cost of all projects so enumerated 
under each of such titles shall not exceed the total of all amounts specified 
in respect of projects in such title. 

Sec. 504. Appropriations made to carry out the purposes of this Act 
shall be available for erpenses incident to construction, including surveys, 
administration, overhead, planning, and supervision. 

Sec. 505. Whenever— 

(a) the President determines that compliance with the requirements 
of Public Law 245, Eighty-second Congress, in the case of contracts 
made pursuant to this Act with respect to the establishment or develop- 
ment of military installations and facilities in foreign countries 
would interfere with the carrying out of the provisions of this Act; and 

(b) the Secretary of Defense and the Comptroller General have 
agreed upon alternative methods for conducting an adequate audit of 
such contracts, the President is authorized to exempt such contracts 
from the requirements of Publie Law 245, Eighty-second Congress. 

Sec. 506. All contracts entered into by the United States pursuant to 
the authorization contained in this Act shall be awarded, so far as prac- 
ticable, if the interest of the national security shall not be impaired thereby 
and if such award is consistent with the provision of the Armed Services 
ao Act of 1947, on a competitive basis to the lowest responsible 

idder. 

Sec. 507. Section 407 of Public Law 765, Eighty-third Congress, is 
amended to read as follows: 

“Sec. 407. In addition to family housing otherwise authorized to be 
constructed or acquired by the Department of Defense, the Secretary of 
Defense is authorized, subject to the approval of the Director of the Bureau 
of the Budget, to construct, or acquire by lease or otherwise, family housing 
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Sor occupancy as public quarters in foreign countries through housing 
| projects which utilize foreign currencies to a value not in excess of nav 
Pig: $100,000,000 acquired pursuant to the provisions of the Agricultural for 
Trade Development and Assistance Act of 1954 (Public Law 480, Eighty- to ¢ 
third Congress) or through other commodity transactions of the Commodity aut 
Credit Corporation. and 
“The Department of Defense shall pay the Commodity Credit Corpora- that 
tion, from appropriations otherwise available for the payment of quarters wor 
allowances for military personnel for the fiscal year 1956 and each suc- in 1 
ceeding fiscal year, amounts equal to the quarters allowances otherwise pric 
payable to personnel oceupying any housing constructed or acquired pub 
under authority of this section after deducting amounts chargeable for Nat 
the maintenance and operation of such housing: Provided, That such S 
payments shall not exceed the dollar equivalent of the value of the foreign ame 
currencies used for all such construction or acquisition. a“ 
“The Secretary of Defense shall furnish to the Committees on Armed fisee 
Services of the Senate and the House of Representatives quarterly reports, and 
the first of which shall be submitted three months subsequent to the date are 
of enactment of this Act, setting forth the cost, number, and location of Ss 
housing units constructed or acquired pursuant to the authority contained “ A) 
in this section during the three-month period preceding the date of such tion 
report, and setting forth the cost, number, and location of the housing 36). 
units intended to be constructed or acquired pursuant to such authority resi 
during the next succeeding quarter.” ( 
Sec. 508. Ali housing units constructed under the authority of this . auil 
Act shall be subject to the net floor area permanent limitations prescribed othe 
in the second, third, and fourth provisos of section 3 of the Act of June strii 
12, 1948 (62 Stat. 375), or in section 3 of the Act of June 16, 1948 (62 tura 
Stat. 459), other than the first, second, and third provisos thereof. S 
Sec. 509. The Secretaries of the Army, Navy, and Air Force are Act 
respectively authorized to acquire by purchase housing units which are wit 
located near military installations, which are adequate and suitable for mes 
housing miliiary personnel and their dependents, and as to which a S 
mortgage is insured by the Federal Housing Commissioner pursuant Arr 
to title VI or title LX of the National Housing Act, subject to the outstand- faci 
ing mortgage thereon, and to assume the payments thereafter becoming qua 
due on such mortgage. The Secretary of the military department concerned upo 
may utilize appropriations available for the construction of military is a 
public works for the liquidation of any outstanding mortgage assumed by inst 
the Government. may 
Sec. 510. None of the authority contained in titles I, II, and III of uni 
this Act shall be deemed to authorize any building construction project A 


within the continental United States at a unit cost in excess of— 

(a) $20 per square foot for cold-storage warehousing; 

(b) $6 per square foot for regular warehousing; 

(c) $1,700 per man for permanent barracks; 

(d) $1,400 per man for ten-year-life barracks; or 

(e) $5,000 per man for bachelor officer quarters, 
unless the Secretary of Defense determines that, because of special cir- 
cumstances, application to such project of the limitation on unit costs 
contained in this section is impracticable. 

See. 611. As of July 1, 1956, all authorizations for military public 

works projects to be accomplished by the Secretary of a military depart- 
ment in connection with the establishment or development of military, 
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naval, or Air Force installations and facilities, and all authorizations 
for appropriations therefor, that are contained in Acts approved prior 
to October 1, 1951, and not superseded or otherwise modified by a later 
authorization are repealed, except (1) authorizations for public works 
and for appropriations therefor that are set forth in such acts in the titles 
that contain the general provisions, (2) authorizations for military public 
works projects as to which appropriated funds shall have been obligated 
in whole or in part prior to July 1, 1956, and authorizations for appro- 
priations therefor, and (8) the authorizations with respect to military 
public works and the appropriation of funds that are contained in the 
National Defense Facilities Act of 1950 (64 Stat. 829). 

See. 512. Section 504 of Public Law 155, Eiighty-second Congress, is 
amended to read as follows: 

“Src. 504. There are hereby authorized to be appropriated, without 
fiscal year limitation, funds for advance planning, construction design, 
and architectural services in connection unth public works projects which 
are not otherwise authorized by law.” 

See. 618. (a) The first sentence of section 501 (b) of the Act entitled 
“An Act to authorize certain construction at military and naval installa- 
tions, and for other purposes’, approved Seplember 28, 1951 (65 Stat. 
36), is amended by striking out ‘used by such owners and tenants for 
residential or agricultural purposes,”’. 

(6) The first sentence of section 401 (b) of the Act entitled “An Aet to 
authorize certain construction at military and naval installations, and for 
other purposes”, approved July 14, 1952 (66 Stat. 606), is amended by 
striking out “used by such owner and tenants for residential or agricul- 
tural purposes,”’. 

Sec. 514. None of the authorization contained in section 101 of this 
Act for the construction of three-hundred-and-twenty-siz-man barracks 
with mess shall be used to provide, with respect to any such barracks, for 
mess facilities other than a single, consolidated mess. 

See. 515. During the fiscal years 1956 and 1957 the Secretaries of the 
Army, Navy, and Air Force, respectively, are authorized to lease housing 
Jacilities at or near military tactical installations for assignment as public 
quarters to military personnel and their dependents without rental charge 
upon a determination by the Secretary of Defense or his designee that there 
is a lack of adequate housing facilities at or near such military tactical 
installations: Provided, That not more than one thousand housing units 
may be so leased and the rental cost to the Government for any housing 
unit may not exceed $150 per month. 

And the Senate agree to the same. 

Cart VINSON, 

Pau J. Kivpay, 

OverTON Brooks, 

Dewey Snort, 

L. C. ARENDs, 
Managers on the Part of the Houses 

JOHN STENNIS, 

Henry M. Jackson, 

Harry F. Byrp, 

Francis Case, 

LEVERETT SALTONSTALL, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the Senate 
to the bill (H. R. 6829) to authorize certain construction at military 
and naval installations and for the Central Intelligence Agency, and 
for other purposes, submit the following statement in explanation of 
the effect of the action agreed upon by the conferees and recommended 
in the accompanying conference report: 


LEGISLATION IN CONFERENCE 


On June 27, 1955, the House of Representatives passed H. R. 6829, 
which was the fiscal year 1956 military construction authorization 
for the three military departments and the Central Intelligence 
Agency. On July 1, 1955, the Senate considered the House bill and 
amended it by striking all language after the enacting clause and 
inserting its own language. 

The larger differences and the action agreed upon by the conferees 
are as follows: 

In title I, the Army section of the bill, the House had permitted 
both dredging and land acquisition for the West Coast Ammunition 
Terminal in California, while the Senate version permitted only the 
acquisition of the land necessary for this installation. On the basis 
that the performance of the dredging at this time is not essential, 
the House receded. 

During its consideration of the bill, as submitted by the Department, 
the House inserted authority for the construction of a hospital at 
Camp Jackson, S. C., at a cost of $8,000,000. The conferees agreed 
that this item should remain, but at the reduced figure of $5,000,000. 
The Senate therefore receded with an amendment. 

In title IT, the Navy title, the Senate inserted at the Naval Ship- 
yard, Puget Sound, Bremerton, Wash., authorization in the amount of 
$2,000,000 to prepare plans and specifications for a new drydock 
which would be capable of repairing carriers of the Forrestal type 
which had suffered battle damage. The House conferees considered 
this a desirable item and receded. 

The three units of family housing for Deputy Chiefs of Naval 
Operations which had been permitted to remain in the bill by the 
House were stricken by the Senate. The conferees agreed that this 
item should remain and the Senate therefore receded. 

At the Marine Corps base, Camp Pendleton, Calif., the House had 
stricken all construction authority except that relating to the pro- 
vision of some water wells and a telephone system. The Senate 
permitted all of the construction requested by the Department, which 
totaled $6,746,000. The conferees agreed that, in view of the un- 
settled situation with respect to the water supply in that area, the 
House action should prevail and the Senate therefore receded. This 
last action occasioned several other changes in the bill, since the 
family housing which had been originally requested for Camp Pendle- 
ton had been spread over several installations by the House. It was 
agreed by the conferees that all of this housing should be stricken from 
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the bill and the House receded. The land acquisition for the Naval 
Air Station, Norfolk, Va., had been permitted by the House but had 
been stricken by the Senate. In this instance the House receded. 

On the basis of a long felt need the House had inserted in the bill 
provision for an air facility for the Naval Academy. This item did not 
appear in the Senate version. While agreeing that a facility of this 
kind at the Naval Academy is desirable, the conferees agreed that 
action toward its authorization should await further study on the part 
of the Navy Department and the House receded. The hope was 
expressed, however, that the Department would not delay its con- 
sideration of this matter but should be ready to present its views in 
this respect when next there is submitted to the Congress a military 
public works bill. 

At the Marine Corps schools, Quantico, Va., the Senate reduced the 
authorization in the amount of $500,000. This reduction related to 
the construction of a trunk highway. ‘The House on the other hand 
had added $432,000 to the original request to provide an increase in 
the proposed size of a dispensary. The conferees agreed with the 
Senate action with respect to the highway and also with respect to 
the House action relating to the dispensary. 

As passed by the House the bill precluded the acquisition of land at 
the Naval Magazine, Port Chicago, Calif. The Senate version would 
have permitted the land to be acquired. The conferees agreed that 
authority should not be granted for the acquisition of this land, 
particularly in view of the fact that a subcommittee of the House 
Armed Services Committee will shortly make an investigation of the 
land requirements for this facility, the possible combination of it 
with the previously mentioned West Coast Ammunition Terminal, 
which is in the same area. It is not impossible that the subcom- 
mittee’s investigation will disclose that a unified operation between 
the Army and the Navy will be feasible from an operational standpoint 
and result in substantial economies. 

The Board of Visitors to the Naval Academy this year recommended 
the construction of the air facility above mentioned and also the 
expansion of Bancroft Hall to provide needed quarters for midshipmen 
and expansion of the land area through fill from the Severn River. 
For the same reason noted above with respect to the air facility at the 
Naval Academy the House receded with respect to the Bancroft Hall 
and fill items which it had inserted in the bill. 

In the Air Force title authorization for construction at the Portland 
International Airport, Portland, Oreg., was stricken by the House, 
while the Senate permitted it to remain in the bill. The House 
receded. 

Certain classified construction, totaling $14,196,000, at various 
locations was inserted by the Senate at the request of the Department 
of the Air Force and with the approval of the Bureau of the Budget. 
This item had not been presented to the House committee during its 
consideration of the bill for the reason that it had not progressed at 
that time to a point appropriate for request by the Department. 
The conferees agreed that this involved essential construction and the 
House receded. 

During its appearance before the House committee, the Air Force 
made strong representations that the headquarters of the Air Research 
and Development Command should be moved to Wright-Patterson 
Air Force Base, Dayton, Ohio. On the basis of the testimony received, 
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the House passed the bill with an authorization for the expenditure of 
$6,000,000 to provide a headquarters building at Wright-Patterson 
Air Foree Base. The Senate, however, deleted this particular con- 
struction item from the Wright-Patterson authorization and inserted 
authorization for the construction of such a building at a “Location 
to be determined.’’ On the basis of the fact that this direly needed 
headquarters will be provided under either version of the bill, the 
House receded. 

Subsequent to passage of the bill by the House it was determined 
that there should be an increase in the B-52 produciion. This 
naturally required the provision of facilities to accommodate these 
additional bombers. The Senate therefore inserted additional au- 
thorization in the amount of $27,349,000 at several bases within the 
Strategic Air Command. The House receded with respect to each of 
these additions. 

The Senate receded with respect to that section of the Air Force 
title of the bill which renders certain the authorization to construct 
family housing in the amount of $8,127,400 at a classified location, 

It was the view of the House committee during its consideration of 
the bill that suitable quarters should be provided for the Chairman of 
the Joint Chiefs of Staff and certain of his immediate assistants. It 
therefore inserted a new title in the bill which would have provided 
such quarters and protected communication facilities at a cost of 
$300,000. The Senate version of the bill contained no such provision. 
While there was no disagreement among the conferees that the Chair- 
man of the Joint Chiefs of Staff should be provided quarters com- 
mensurate with his position, duties, and responsibilities, it was agreed 
that the House language should be stricken and the House therefore 
receded. The conferees agreed, however, that an immediate study 
should be initiated by the Department of Defense directed toward the 
determination of an appropriate location for such quarters and all of 
the details in connection with it in order that an appropriate item can 
be presented to the Congress in the near future. 

The House version of the bill contained an authorization for 
$50,000,000 for the construction of a headquarters for the Central 
Intelligence Agency and also an additional $6,000,000 authority for 
the acquisition of the land necessary therefor. The Senate modified 
the language of the House to the extent that it provided for the 
acquisition of land at a cost not to exceed $1,000,000, and construc- 
tion of buildings, roads, ete., at a cost not to exceed $53,500,000, 
of which latter sum not more than $8,500,000 would be available for 
transfer to the National Capital Planning Commission and _ the 
Department of the Interior for acquisition of land and for construc- 
tion to extend the George Washington Memorial Parkway to the 
present site of the Research Station of the Bureau of Public Roads 
at Langley, Fairfax County, Va. The conferees agreed on the Senate 
language, but raised the total authorized amount by $1,000,000. 

The House language relating to the provision of housing in foreign 
countries through the use of foreign currencies generated under the 
Agricultural Trade Development and Assistance Act of 1954 was 
modified by the Senate to permit repayment to the Commodity Credit 
Corporation by the use of appropriations available for the payment 
of quarters allowances, the House version having provided for such 
repayment to be made from appropriations available for the con- 
struction of military public works. The House receded. 
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The conferees agreed to strike the House language which would 
have authorized the acquisition of Wherry Housing projects under 
certain conditions. That portion of the House language, however, 
relating to title VI and title IX housing remains in the bill. 

The House accepted the Senate language relating to cost limitations 
for cold-storage warehousing, regular warehousing, barracks, and 
bachelor-oflicer quarters. 

The Abernethy amendment was originally designed to assist persons 
dislocated because of certain Federal acquisitions of real estate. This 
law was directed toward those most seriously affected by such acquisi- 
tions, that is, persons who had used their property for residential 
or agricultural purposes. A subsequent amendment of the law ren- 
dered this original concept certain by the provision of appropriate 
clarifying language. In this bill the Senate inserted language which 
would strike from the law as amended the following language: “used 
by such owners and tenants for residential or agricultural purposes.’ 
The House receded. 

The conferees agreed to strike that language inserted by the Senate 
which would have required the Secretary of each military department 
or his designee to come into agreement with the Committees on 
Armed Services of the Senate and House with respect to the cost of 
construction and the real-estate actions pertaining thereto involved 
in certain authorizations granted by this bill. The Senate therefore 
receded. It should be pointed out that the striking of this language 
in no way affects title VI of Public Law 155 of the 82d Congress 
relating to coming into agreement with the Armed Services Com- 
mittees with respect to certain real-estate actions. 

The Senate inserted a provision in the bill which provided that none 
of the authorization contained in section 101 of the bill for the con- 
struction of 326-man barracks with mess should be used to provide, 
with respect to such barracks, mess facilities other than a single 
consolidated mess. The House receded. The Senate version of the 
bill provided authorization to lease family housing facilities in the 
vicinity of tactical installations for assignment as public quarters to 
military personnel and their dependents upon the making of an appro- 
priate determination by the Secretary of Defense or his designee 
that there is a lack of adequate housing in the area of such an installa- 
tion. The language also provides that not more than 1,000 units may 
be so leased, and that the rental for any unit may not exceed $150 per 
month. The conferees agreed to permit this language to remain in 
the bill. 

The bill as it passed the House contained the authorization of 
$2,368,998,900. The bill as it passed the Senate contained an author- 
ization of $2,357,317,300. The bill agreed upon by the conference 
contains an authorization i in the amount of $2,360,530,300: The con- 
ference amount is $8,468,600 less than the House passage, and is 
$3,213,000 more than the Senate passage. 

Cari VINSON, 

Paut J. Kiupay, 

OverTON Brooks, 

Dewey Sort, 

L. C. ARENDs, 
Managers on the Part of the House. 
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DESERT LAND ENTRYMEN WHOSE ENTRIES ARE DE- 
PENDENT UPON PERCOLATING WATERS FOR RECLA- 
MATION 





Jory 7, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enocue, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 4308] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 4308) for the relief of desert land entrymen 
whose entries are dependent upon percolating waters for reclamation, 
having considered the same, report favorably thereon. with amend- 
ments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, line 10, strike the word ‘‘States” and insert in lieu thereof 
the words “‘the State of Arizona”. 

Page 1, line 12, change the period to a comma and add the words 
“but are usable under State law for irrigation and reclamation 
purposes.” 

H. R. 4308 was introduced by Mr. Udall. An identical bill was 
introduced by Mr. Rhodes. 

PURPOSE 


The Desert Land Act of March 3, 1877, requires that the right of 
desert land entrymen to the use of water for reclaiming their entries 
‘shall depend upon bona fide prior appropriation.’’ This bill, if 
enacted, would waive this requirement in the case of all desert land 
entries which have heretofore been allowed in the State of Arizona 
and which are dependent upon percolating waters for their reclama- 
tion. As introduced, the legislation would have been applicable to 
all States under the laws of which percolating waters are not subject 
to the doctrine of prior appropriation. On the basis of testimony 
that desert land entries in Arizona were the only ones presently in- 
volved, the legislation was amended by the committee to make it 
applicable only to the State of Arizona. 
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NEED 


As a result of a recent decision by the Supreme Court of Arizona 
with respect to the law of that State governing percolating waters, a 
question has arisen with respect to the meaning of this “water rights” 
provision of the Desert Land Act and its effect on desert land entries 
in the State of Arizona. The Arizona Supreme Court’s decision that 
percolating waters in that State are not subject to the doctrine of 
prior appropriation raised the question of whether such desert land 
entries dependent on percolating waters could be patented. The 
Acting Solicitor of the Department of the Interior has rendered an 
opinion holding that such entries cannot be patented under the Desert 
Land Act. This means that approximately 158 desert land entries 
currently subsisting in Arizona could not be patented and therefore 
the entrymen would lose the fruits of their labor and expenditures. 
This bill would waive the ‘water rights” provision in the original act 
for these 158 desert land entries and would permit them to be patented. 
The entrymen would remain subject to the requirements of the Desert 
Land Act in all other respects. The bill applies only to existing entries 
and would not permit future desert land entries to be made in Arizona 
which are dependent on percolating waters. 


DEPARTMENT’S REPORT 


The Department’s report on the legislation recommending its enact- 
ment follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 15, 1956. 
Hon. Crain ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. EnGte: This is in reply to your request for the views of this 
Department on H. R. 4308, which is identical to H. R. 4303, a bill for the relief 
of desert land entrymen whose entries are dependent upon percolating waters 
for reclamation. 

I recommend that H. R. 4308 or H. R. 4303 be enacted. 

Section 1 of the Desert Land Act of March 3, 1877 (43 U.S. C., 1952 ed., sec. 
321), requires that the right of desert land entrymen to the use of water for re- 
claiming their entries “‘shall depend upon bona fide prior appropriation.”” H.R 
4308, if enacted, would waive this requirement in the case of all desert land entries 
which have heretofore been allowed and are subsisting on the effective date of 
the statute, which are dependent upon percolating waters for their reclamation, 
and which are situated in States under the laws of which the percolating waters 
upon which the entries are dependent are not subject to the doctrine of prior 
appropriation. 

uring the past year, a question has arisen in the Department with respect to the 
meaning of this provision of the Desert Land Act and its effect upon desert land 
entries in the State of Arizona which are dependent for irrigation upon percolating 
waters; i. e., underground water which does not flow in a well-defined channe! 
with banks. The question arose primarily as a result of a recent decision by the 
Supreme Court of Arizona with respect to the law of the State governing per- 
colating waters. In that decision, Bristor v. Cheatham (75 Ariz. 227, 255 P. 2d 
173), decided on March 14, 1953, the Arizona court held that percolating waters 
in that State are not subject to the doctrine of prior appropriation but are subject 
only to the doctrine of reasonable use. 

The Bristor decision raised the question whether desert land entries for lands 
in Arizona could be allowed or patented where such entries are dependent on 
percolating waters for reclamation. The question was referred to the Acting 
Solicitor of the Department who has rendered an opinion holding that such en- 
tries cannot be allowed or patented under the Desert Land Act since the right of 
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the entrymen or the applicants for entry to use percolating waters does not depend 
upon prior appropriation. A copy of the Acting Solicitor’s opinion M-36263, 
dated February 23, 1955, is attached. It discusses the problem in detail. 

According to the Bureau of Land Management of this Department, there are 
approximately 158 desert land entries in Arizona which have been allowed and 
are currently subsisting but which are dependent on percolating waters for ree- 
lamation. The entries were applied for in good faith and the entrymen have 
apparently made expenditures and performed work with a view to securing pat- 
ents to the entries. Im many cases the expenditures have been substantial. 
However, under the law as set forth in the Acting Solicitor’s opinion, the entries 
cannot go to patent so long as the percolating waters on which they are depend- 
ent are not subject to appropriation. This means that in time, as the statutory 
life of the entries expires, the entrymen will lose the fruits of their labor and ex- 
penditures. Immediately, because of this prospect, the entrymen are uncertain 
as to whether to proceed with their work on the entries. 

In these circumstances, it seems only fair and equitable that the entrymen 
should be allowed to perfect their entries regardless of the requirement in the 
Desert Land Act that they have a water right dependent upon prior appropria- 
tion. H. R. 4808 would accomplish this purpose. It would simply waive in the 
ease of these entrics the requirement that the right to use of water depends on 
prior appropriation. In all other respects, such as reclamation and expenditures, 
the entrymen would remain subject to the requirements of the Desert Land Act. 

The problem under consideration has so far arisen only in Arizona. H. R. 4308 
has, however, been drawn on a general basis and would thus take care of any 
similar problem in other States to which the Desert Land Act applies. 

It should be noted that the bill applies only to existing entries which have been 
allowed. The bill will not permit future desert land entries to be made in Ari- 
zona which are dependent on percolating waters. Whether broader legislation 
should be enacted is a matter on which the Department takes no position at this 
time. The Department’s immediate concern is in affording relief to existing 
entrymen who have an immediate problem on their hands, and the Department 
urges that such relief be granted without delay. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Orme Lewis, 
Assistant Secretary of the Interior. 


M -36263 Fesruary 23, 1955. 


Vauipity oF Desert LAND APPLICATIONS AND ENTRIES IN ARIZONA DEPENDENT 
ON PERCOLATING WATER FOR RECLAMATION 


Desert land entry: Water right 


When Congress provided in the Desert Land Act that the right to use of water 
by the entryman “shall depend upon bona fide prior appropriation,’’ Congress used 
the words “prior appropriation” as words of art having reference to the well- 
established doctrine of prior appropriation then obtaining in the Western States 
and Territories, 

Desert land entry: Water right 

Whether water is subject to prior appropriation as required in the Desert Land 
Act is a matter governed by State law. 

Water and water rights: State laws 


Under the second opinion of the Arizona Supreme Court in the case of Bristor v. 
Cheatham, percolating waters are not subject to the doctrine of prior appropriation 
but only to the doctrine of reasonable use. 


Desert land entry: Water right 


Applications for desert land entries in Arizona cannot be allowed, and allowed 
desert land entries in that State cannot be patented, where the entries are depend- 
ent upon percolating waters for reclamation. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., February 23, 19565. 
Memorandum. 
To: Director, Bureau of Land Management. 
From: Acting Solicitor. 
Subject: Validity of desert land applications and entries in Arizona dependent 
on percolating water for reclamation. 

You have requested my opinion as to whether, in view of the decision by the 
Supreme Court of Arizona in the case of Bristor v. Cheatham (75 Ariz. 227, 255 P. 
2d 173 (1953)), applications for desert land entries in that State can be allowed 
or allowed desert land entries in that State can be patented where reclamation of 
the entry depends upon percolating water. : 

As the term ‘‘percolating water’ is used in your request and this opinion, it 
means underground water which does not comprise or is not part of an under- 
ground stream which has a well-defined channel and banks and a current. 

Section 1 of the Desert Land Act of March 3, 1877 (43 U. S. C., 1952 ed., 
sec. 321), provides in part as follows: 

“‘* * * it shall be lawful for any citizen of the United States * * * to file a 
declaration * * * that he intends to reclaim a tract of desert land * * * by 
conducting water upon the same * * * Provided, however, That the right to the 
use of water by the person so conducting the same * * * shall depend upon 
bona fide prior appropriation: * * * and all surplus water over and above such 
actual appropriation and use, together with the water of all, lakes, rivers and 
other sources of water supply upon the public lands and not navigable, shall 
remain and be held free for the appropriation and use of the public for irrigation, 
mining and manufacturing purposes subject to existing rights’? (19 Stat. 377). 

The answer to your question depends upon the interpretation to be given to 
the specific portion of the quotation from the act which requires that ‘the right 
to the use of water by the person so conducting the same * * * shall depend upon 
bona fide prior appropriation.” 

In California Oregon Power Co. v. Beaver Portland Cement Co. (295 U.S. 142 
(1935)) the United States Supreme Court held that a homestead patent issued in 
1885 for land bordering on a stream did not carry with it the common law riparian 
right to have the stream flow by the land in its accustomed channel without sub- 
stantial diminution. This holding was based on the Court’s interpretation of the 
provision of section 1 of the Desert Land Act following the clause just quoted and 
beginning with ‘‘and all surplus water,” ete. Although the Court was not 
directly coneerned with the clause under consideration here, it discussed at length 
the background of the Desert Land Act and made a number of statements which 
are very illuminating with respect to the point at issue. The more significant 
statements follow: 

‘‘For many years prior to the passage of the act of July 26, 1866 * * * the 
right to the use of waters for mining and other beneficial purposes in California 
and the arid revion generally was fixed and regulated by local rules and customs. 
The first appropriator of water for a beneficial use was uniformly recognized as 
having the better right to the extent of his actual use. The common law with 
respect to riparian rights was not considered applicable, or, if so, only to a limited 
degree. * * * The rule generally recognized throughout the States and Terri- 
tories of the arid region was that the acquisition of water by prior appropriation 
for a beneficial use was entitled to protection * * *” (p. 154). [Emphasis 
added.] 

“That body [the Congress] thoroughly understood that an enforcement of the 
common-law rule, by greatly retarding if not forbidding the diversion of waters 
from their accustomed channels, would disastrously affect the policy of dividing 
the public domain into small holdings and effecting their distribution among 
innumerable settlers. In respect of the area embraced by the desert-land States, 
with the exception of a comparatively narrow strip along the Pacific seaboard, it 
had become evident to Congress, as it had to the inhabitants, that the future 
growth and well-being of the entire region depended upon a complete adherence 
to the rule of appropriation for a beneficial use as the eaclusive criterion of the 
right to the use of water” (p. 157). [Emphasis added] 

“Tn the light of the foregoing considerations, the Desert Land Act was passed, 
and in their light it must now be construed” (p. 158). 

These extracts from the Power Co. case leave little doubt that the rule of prior 
appropriation was a well-established doctrine of water law in the Western States 
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and Territories at the time the Desert Land Act was passed and that, when Cons 
gress provided in the act that the right to use of water by a desert land entryman 
“shall depend upon bona fide prior appropriation,” Congress used the words 
“prior appropriation” as words of art having a clear and precise meaning. 

The question then presents itself whether the right to appropriate water for the 
reclaiming of a desert land entry is a matter governed by State law or Federal law. 
The Power Co. case provides the answer. he Court stated in that case: 

“As the owner of the public domain, the Government possessed the power to 
dispose of land and water thereon together, or to dispose of them separately. * * * 
The fair construction of the provision now under review ! is that Congress intended 
to establish the rule that for the future the land should be patented separately; 
and that all nonnavigable waters thereon should be reserved for the use of the 
a ‘gers the laws of the States and Territories named” (p. 162). [Emphasis 
added. 

“Nothing we have said is meant to suggest that the [Desert Land] act, as we 
construe it, has the effect of curtailing the power of the States affected to legislate 
in respect of waters and water rights as they deem wise in the public interest. 
What we hold is that following the act of 1877, if not before, all nonnavigable 
waters then a part of the public domain became publici juris, subject to the plenary 
control of the designated States, including those since created out of the Territories 
named, with the right in each to determine for itself, to what extent the rule of 
appropriation or the common-law rule in respect of riparian rights should ob- 
tain. * * * The Desert Land Act does not bind or purport to bind the States 
to any policy. It simply recognizes and gives sanction, insofar as the United 
States and its future grantees are concerned, to the State and local doctrine of 
appropriation, and seeks to remove what otherwise might be an impediment to its 
full and successful operation’’ (pp. 163-164). [Emphasis added.]} 

It is clear then that whether a desert land entry in Arizona can be based upon 
percolating water depends upon whether, under the law of Arizona, percolating 
water is subject to the doctrine of prior appropriation. 

This question was settled only relatively recently in the case of Bristor v: 
Cheatham, supra. To appreciate the full significance of that case, a brief con« 
sideration of the history of the Arizona law on percolating water is necessary. 
The first pronouncement by the Arizona Supreme Court on the subject of per- 
eolating water apparently was in the case of Howard v. Perrin (76 Pac. 460 
(1904), aff'd 200 U.S. 71 (1906)). In that case, the court stated that percolating 
water, as distinguished from water in an underground stream, belonged to the 
owner of the soil and was not subject to appropriation by another. 

In Maricopa County Municipal Water Conservation District No. 1 et al. v. 
Southwest Cotton Co. et al. (4 P. 2d 369 (1931)), the Arizona court decided to treat 
the subject of underground water as a matter of first impression. In a lengthy 
opinion, the court concluded that “our holding in Howard v. Perrin, supra, that 
percolating subterranean waters were not subject to appropriation, was and still 
is the law of Arizona’ (4 P. 2d, at p. 376). 

Then came the case of Bristor v. Cheatham. This was an action by the plain- 
tiffs to restrain the defendants from diverting water which the plaintiffs were 
pumping from domestic wells on their property. The plaintiffs alleged as a 
first count that the defendants had sunk a number of large wells on defendants’ 
property to a common source of underground water underlying the lands of both 
and were pumping and conveying the water 3 miles distant to reclaim other land 
owned by the defendants, and that this withdrawal of water was drying plaintiffs’ 
wells. In the second count, the plaintiffs alleged that the waters from which 
their wells were supplied were taken from an underground stream. The action 
was dismissed on both counts by the lower court. 

When the case came before the Supreme Court of Arizona, the court first held 
on January 12, 1952, that its ruling in Howard v. Perrin was dictum and contrary 
to the Desert Land Act; it overruled that case and held that percolating waters 
are subject to the doctrine of prior appropriation (Bristor v. Cheatham, 240 P. 
2d 185). A rehearing was granted, following which the court reversed itself on 
March 14, 1953 (255 P. 2d 173). The court said: 

“The State of Arizona through its legislature has adopted its policy and local 
doctrine to the effect that ground waters are not subject to appropriation. It 
seems the only answer, therefore, is that a prior right to the use of ground waters 
cannot now be acquired and never could have been acquired under the law of 
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prior appropriation. We hold, therefore, that such waters are not subject to 
any law of appropriation” (255 P. 2d, at p. 177). [Emphasis added.] 

The court went on to hold that the owner of land overlying percolating water 
has a right to use the water subject to the doctrine of reasonable use, as dis- 
tinguished from the doctrine of correlative rights. Under the latter doctrine. 
a landowner would be limited to his proportionate share of the percolating water 
underlying his land and the lands of his neighbors. Under the doctrine of 
reasonable use, a landowner may use, without any liability to an adjoining user, 
as much of the percolating water as he can reasonably put to a beneficial use on 
his land even though it exceeds his proportionate share of the water. (See 55 
A. L. R. 1385 and 109 A. L. R. 395.) 

It is plain from the two opinions in the Bristor case that the doctrine of prior 
appropriation is diametrically opposed to the doctrine of reasonable use. Under 
the first doctrine, a prior appropriator acquires a legal right to a definite quantity 
of water which cannot be diverted by any subsequent appropriator even though 
the latter could put the water to a beneficial use. Under the second doctrine, a 
prior user of water acquires no right to the quantity of water used. Any subse- 
quent user of water, by drilling a larger well or installing a more powerful pump, 
can, without liability, drain him dry so long as the water is put to a beneficial 
use by the subsequent user. 

I find it impossible therefore to interpret the clause in the Desert Land Act 
which requires that ‘‘the right to the use of water * * * shall depend upon bona 
fide prior appropriation” as encompassing the doctrine of reasonable use as set 
forth in the second Bristor opinion. 

The Department’s regulations do not sanction the allowance or patenting of a 
desert land entry which depends upon percolating water which is subject only to 
the doctrine of reasonable use. The bomen regulations currently in effect (43 
©. F. R. 232.13; 19 F. R. 9084), which has been unchanged since its adcption on 
May 18, 1916 (Circ. 474, 45 L. D. 345, 351), provides in part as follows: 

“Sec. 232.13 Evidence of water rights required with application. No desert- 
land application will be allowed unless accompanied by evidence satisfactorily 
showing either that the intending entryman has already acquired by appropria- 
tion, purchase, or contract a right to the permanent use of sufficient water to irri- 
gate and reclaim all of the irrigable portion of the land sought, or that he has ini- 
tiated and prosecuted, as far as then possible, appropriate steps looking to the 
acquisition of such aright. * * * All applications not accompanied by the evi- 
dence above indicated will be rejected.” 

The requirement in the regulation is clear that an applicant must acquire, or 
take steps to acquire, a legal right to the permanent use of sufficient water to 
reclaim his entry. The same requirement is stated in the regulation dealing with 
the submission of final proof (43 C. F. R. 232.32; 19 F. R. 9086). 

As we have seen, a landowner has no legal assurance of a permanent supply of 
water under the doctrine of reasonable use. His “‘right’’ to use percolating water, 
unlike the right of a prior appropriator, is always subject to diminution or 
abrogation by a subsequent user of the water. 

It is my opinion, therefore, upon the basis of the Desert Land Act and the 
second opinion of the Supreme Court of Arizona in Bristor v. Cheatham, that 
an application for a desert land entry on land in Arizona cannot be allowed, 
and that a patent cannot be issued for such an entry which has been allowed, 
where the entry is dependent upon percolating water for reclamation. 


J. Reve. ArMstrona, Acting Solicttor. 


COMMITTEEB’S RECOMMENDATION 


The Interior and Insular Affairs recommends that H. R. 4308, as 
amended, be enacted. 
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Mr. Cannon, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


[To accompany H. R. 6766] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6766) 
making appropriations for the Atomic Energy Commission, the 
Tennessee Valley Authority, certain agencies of the Department of 
the Interior, and civil functions administered by the Department of 
the Army, for the fiscal year ending June 30, 1956, and for other 
purposes, having met, after full and free conference, have agreed to 
recommend and do recommend to their respective Houses as follows: 

That the Senate recede from its amendments numbered 3, 16, 19, 
and 22. 

That the House recede from its disagreement to the amendments 
of the Senate numbered 1, 2, 4. 5, 6, 8, 9, 10, 11, 13, 15, 18, 21, and 
30, and agree to the same. 


Amendment numbered 7: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 7, and agree to the same with an amendment as 
follows: 


In lieu of the sum proposed by said amendment insert $6,600,000; 
and the Senate agree to the same. 
Amendment numbered 12: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 12, and agree to the same with an amendment 
as follows: 5 

In lieu of the sum proposed by said amendment insert $3,600,000; 
and the Senate agree to the same. 


Amendment numbered 17: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 17, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $401,173,000; 
and the Senate agree to the same. 

55006 
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Amendment numbered 27: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 27, and agree to the same with an amendment 
as follows: 
| In lieu of the sum proposed by said amendment insert $83,030,000; 
and the Senate agree to the same. 


Amendment numbered 28: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 28, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $9,300,000; 
and the Senate agree to the same. 


Amendment numbered 29: 

That the House recede from its disagreement to the amendment of 
the Senate numbered 29, and agree to the same with an amendment 
as follows: 

In lieu of the sum proposed by said amendment insert $51,962,500; 
and the Senate agree to the same, 


The committee of conference report in disagreement amendments 
numbered 14, 20, 23, 24, 25, 26, and 31. 
CLARENCE CANNON, 
Louis C, Rasaut, 
MicHaeu J, Kirwan, 
Joun E. Focarry, 
Frep MARSHALL, 
Joun J. Rivey, 
Joe L. Evins, 
Epwarp P. Botanp, 
James C. Murray, 
Don Macnuson, 
Ben F. JENSEN, 
H. Cart ANDERSEN, 
Managers on the Part of the House. 


ALLEN J, ELLENDER, 
Cart HaypeEn, 
Ricuarp B. Russet, 
Joun L. McC etxan, 
A. Wituts Rosertson, 
Lister Hitt, 
Hariey M. Krucore, 
Warren G. Maenuson, 
Wituiam F, KNnownanp, 
LEVERETT SALTONSTALL, 
Mitton R. Youna, 
Epwarp J. Tuys, 
Karu E. Munopt, 
MarcGaret CHAse SMITH, 
Rosert S. Kerr, 
Ciuinton P. ANDERSON, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
on the bill (H. R. 6766) making appropriations for the Atomic Ener 
Commission, the Tennessee Valley Authority, certain agencies of the 
Department of the Interior, and civil functions administered by the 
Department of the Army, for the fiscal year ending June 30, 1956, 
and for other purposes, submit the following statement in explanation 
of the effect of the action agreed upon and recommended in the accom- 
panying conference report as to each of such amendments, namely: 


TITLE I—INDEPENDENT OFFICES 
Atomic Eneray ComMIssIoN 
OPERATING EXPENSES 


Amendment No. 1: Inserts language as proposed by the Senate. 

Amendment No. 2: Appropriates $575,000,000 as proposed by the 
Senate instead of $618,000,000 as proposed by the House. 

Amendment No. 3: Allows transfer of $481 ,400,000 from prior ap- 
propriations as proposed by the House instead of $582,400,000 as 
proposed by the Senate. 


TENNESSEE VALLEY AUTHORITY 


Amendment No. 4: Appropriates $27,053,000 as proposed by the 
Senate instead of $26,214,000 as proposed by the House. Of the 
funds appropriated $204,000 is allocated for investigation of future 
projects, $250,000 for navigation operations, $166,000 for flood-control 
operations, $2,200,000 for fertilizer and munitions development, 
$400,000 for resources development, and $75,000 for Government 
relations and economics staff. The conferees are in agreement to 
the statement in the Senate report concerning production of di- 
ammonium phosphate fertilizer. The conferees are in agreement with 
the language in the Senate report pertaining to transmission connec- 
tions with the Mississippi Valley Generating Co. 

Amendment No. 5: Provides not to exceed $1,000,000 for resources 
development activities, of which $400,000 shall be derived from this 
appropriation and $600,000 from proceeds of operations of the Ten- 
nessee Valley Authority as proposed by the Senate. 
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TITLE II—DEPARTMENT OF THE INTERIOR 
OFrFice OF THE SECRETARY 


OPERATION AND MAINTENANCE, SOUTHWESTERN POWER 
ADMINISTRATION 


Amendment No. 6: Appropriates $1,250,000 as proposed by the 
Senate instead of $684,000 as proposed by the House. 


CONTINUING FUND, SOUTHWESTERN POWER ADMINISTRATION 


The conferees are in agreement that if not already included in exist- 
ing contracts provisions are to be inserted to require that power and 
energy be delivered to the load centers of all generating and trans- 
mission contracting systems, if practical, at the basic Southwestern 
Power Administration rate. The managers on the part of the House 
are in agreement that the statement in the Senate report with respect 
to settling accounts on a net balance basis includes operation and 
maintenance costs on generation and transmission co-op facilities. 


BoNNEVILLE PoweR ADMINISTRATION 
CONSTRUCTION 


The conferees are in agreement that funds available in this appro- 
priation item shall be available for the Upper Olympic Peninsula 
Service and the Olympia-Aberdeen No. 2 line. 


OPERATION AND MAINTENANCE 


Amendment No. 7: Appropriates $6,600,000 instead of $6,500,000 
as proposed by the House and $6,650,000 as proposed by the Senate. 


Bureau or RECLAMATION 
GENERAL INVESTIGATIONS 


Amendment No. 8: Inserts language.as proposed by the Senate. 

Amendment No. 9: Provides that $4,421,812 shall be derived from 
the reclamation fund as proposed by the Senate instead of $2,987,253 
as proposed by the House. 

The conferees are in agreement that of the funds appropriated for 
general investigations, $150,000 shall be available for advance plan- 
ning on the Rogue River project, Talent Division, and $85,000 for the 
Palisades reregulating dam and associated facilities. 


CONSTRUCTION AND REHABILITATION 


The conferees are in agreement that the funds appropriated by this 
item shall be allocated in the following manner: 
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: ; Budget Conference 
Project or unit estimate allocation 





Arizon 
Gila project, Arizona.._._- ret .s $3, 500, 000 $3, 500, 000 
Yuma project, auxiliary division, Arizona 408, 000 408, 000 
Palo Verde project, Arizona-California 1, Y85, 000 1, 985, 000 
Parker- Davis project, Arizona-California-Nevada_- 1, 390, 000 1, 390, 000 
Boulder Canyon project, Arizona-Nevada 200, 000 200, 000 
Boulder City municipal offiee, Nevada 50), 000 50, 000 

California: 
Central Valley Project, California 14, 000, 000 15, 000, 000 
Santa Maria project, California ‘ 1,000, 000 1, G00, 000 
Salano project, ¢ alifornia.___. eles FITS SAF 13, 000, 000 13, 000, 000 

Colorado: Colorado-Big T bompson project, Colorado. 2, 100, GOO 2, 100, 000 

Idaho 
Michaud Flats project, Idaho 520, 000 520, 000 
Minidoka project, Jorth Side pumping division, Id 2, 200, 000 2, 200, 000 
Palisades project, Idaho... Re See Se 9, 000, 000 9, 000, 000 

Montana: Fort Peck project, Montana-North Dakota... 325, 000 325, 000 

New Mexico: 
Carlsbad project, New Mexico._...__- Os ae : 1, 171, 000 900, 000 
Middle Rio Grande project, New Me sS100 .ci¢.:..- EE a EE 7, 200, 000 6, 236, 000 
Rio Grande project, New Mexico-Texas__.-. a , 000 40, 000 

a, wa Deschutes project north unit, Oregon 74, 274, 000 

tah 
Provo River project, Utah 300, 000 
Weber Basin project, Utah , 895, OF 10, 895, 000 

Washington: 
Chief Joseph Dam project, Foster Creek division, Washington 31, 000 631, 000 
Columbia Basin project, Washington , 500, 000 12, 500, 000 
Yakima project Kennewick division, Washington , 000 3, 000, 000 
Yakima project, Roza division, Washington 5, 000 475, 000 

Wyoming: 
Eden pro ect, Wyoming , 000 800, 000 
Kendrick project, W yoming 50, 000 
Riverton project, Wyoming - - , 000 
Shoshone project, Wyoming 300, 000 

Miscellaneous: 
Drainage and minor construction 348, 000 
Rehabilitation and betterment. .._ 25, 000 

Missouri River: Missouri River Basin project: 
Bostwick division, Nebraska-Kansas. - b, 784, 000 
Frenchman-Cambridge division, Nebrask: : 500, 000 1, 500, 000 
Glendo unit, Wyoming a &, 120, 000 8, 120, 000 
Hanover-Bluff unit, Wyoming. 2 1, 40, 000 1, 40, 000 
Hardin unit (Yellowtail Dam ), Montana. nes =< 4, 000, 000 
Heart Butte unit, North Dakota. ; ; 200, 000 95, 000 
Helena Valley unit, Montana , 000, 000 3, 000, 000 
Kirwin unit, Kansas__.. : 000 1, 400, 000 
Lower Marias unit, Montana... . 3 3, 675, 000 3, 675, 000 
Ow! Creek unit, Wyoming ad ae 900, 000 
Rapid Valley unit, South Dakota.............--..-.------------ pies tineiiee 4%), 000 490, 000 
Sargent unit, Nebraska. __- SY Teper ee 3, 300, 000 3, 300, 000 
Transmission division. F : 16, 480, 000 16, 665, 000 
Webster unit, Kansas. _- 3, 500, 000 3, 500, 000 
Drainage and minor construction. 500, 000 535, 000 
Investigations. __. 42,915, 000 2, 915, 000 
Other departmental agencies _- BETS SE RE? St REST LE S| 2, 550, 000 2, 550, 000 





Subtotal, Missouri River Basin project.........- ike _ 55, 954, 000 60, 969, 000 


Total, construction and rehabilitation program — ‘B4l, 000 
Less available funds from prior years ‘ —5, 500, 000 





Total, construction and rehabilitation (mew funds) _.......-.-..---..- 146, 041, 000 146, 041, 000 














a Increased by $2,120,000 in accordance with letter from the Assistant Secretary of the Interior, dated 

pr. 20, 1955. 

- Increased by $290,000 in accordance with letter from the Assistant Secretary of the Interior, dated Apr, 
, 1955. 

a Reduced by $2,825,000 in accordance with letter from the Assistant Secretary of the Interior, dated Apr. 


ant ‘ teased by $415,000 in accordance with letter from the Assistant Secretary of the Interior, dated Apr. 
D, 1955, 














eS <Se 


6 PUBLIC WORKS APPROPRIATION BILL, 1956 


The managers on the part of the House are in agreement that funds 
previously appropriated for the Mecca-Blythe Highway crossing on 
the Coachella project shall be used for essential features of the rec- 
lamation construction program rather than for construction of the 
bridge. 

OPERATION AND MAINTENANCE 


Amendment No. 10: Appropriates $24,750,000 as proposed by the 
Senate instead of $23,500,000 as proposed by the House. 

Amendment No. 11: Provides that $20,223,638 of the appropriated 
funds shall be derived from the reclamation fund as proposed by the 
Senate instead of $19,912,000 as proposed by the House. 


GENERAL ADMINISTRATIVE EXPENSES 


Amendment No. 12: Appropriates $3,600,000 instead of $3,500,000 
as proposed by the House and $3,700,000 as proposed by the Senate. 


EMERGENCY FUND 


Amendment No. 13: Appropriates $500,000 as proposed by the 
Senate instead of $600,000 as proposed by the House. 


GENERAL PRovIsIoNs 
Amendment No. 14: Reported in disagreement. 


TITLE II—CIVIL FUNCTIONS, DEPARTMENT OF THE 
ARMY 


Rivers AND Harpors AND FLoop ContTrROL 
GENERAL INVESTIGATIONS 


Amendment No. 15: Appropriates $5,940,000 as proposed by the 
Senate instead of $5,190,000 as proposed by the House. The conferees 
are in agreement that of the funds appropriated herein $10,000 is 
allocated for Pigeon Creek, Ind.; $20,000 for Lorain Harbor, Ohio; 
2 ga for Merced River, Calif.; and $30,000 for Monroe Reservoir, 

nd. 

Amendment No. 16: Provides $1,000,000 for study authorized by 
Public Law 71, 84th Congress, as proposed by the House instead of 
$500,000 as proposed by the Senate. 


CONSTRUCTION 


Amendment No. 17: Appropriates $401,173,000 instead of 
$369,894,800 as proposed by the House and $411,273,000 as proposed 
by the Senate. The conferees are in agreement that the funds appro- 
priated herein are to be allocated as follows: 
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1956 





State and project 


Budget estimate for fiscai 


year 1956 





Construction 





Planning 





Construction 











Conference allowance 











- 


| ae 
{ 
: 
: 


Alaska: 
TES. SESE eee ee 
ee SON, NS ee SS eae 
PO iia iks cdtieondiciwscowecccne 
Wrangell Harbor 

Alabama: 

Black Warrior, 
Rivers: 

Jackson iock and dam_..................... 
Woamriol Week Oi GRR once nn ccccccnces. 

GING FINO iia isin nak Seba datiniecdencacinewsion 

Fort Gaines lock and dam_- 

ON Se” EE SOs Sees 

Arizona. Painted Rock Reservoir.....------------ 

Arkansas: 

Arkansas River and tributaries, Arkansas and 
Oklahoma (bank stabilization and channel 
Pe ee ae | Leese aban 

Beaver Reservoir 

Calion...-.. “i 

Dardanelle lock and dam......--....------.---- 

CARRE OCT, TROTON TOUT... oc ccnccdbasvescnsann 

Ouachita River and tributaries 

Red River levees and bank st¢ abilization below 
Denison Dum, Ark., Tex., and La- 

Table Rock Reservoir, Ark. and Mo. 
Missouri.) 

California 

American River Levee.....................--.- 

Bis ack Butte Re se rvoi r. i 


Warrior, and Tombigbee 


“(See 


Cre scent C ity Sesher. : 
Cherry = SO OD eae ee 
Devil, East Twin, Warm and Lytle Creeks__.- 
Riverside... SSE TES TOE 
EE a Ee ee See 
Los Angeles C ounty drainage area.....-------- 
Playa Del Rey Inlet and Harbor 
Port Hueneme Harbor. 
Redondo Beach Harbor. 
Richmond Harbor. . : 
eee SNC OON so oe... inccccannncws 
a ee 
Sacramento River, 30-foot ship channel__ 
San Antonio Reservoir. 
San Antonio and Chino Creeks. én =e 
San Joaquin River and tributaries...........-- 
San Lorenzo Creek 
Success Reservoir _ . 
Terminus Reservoir 
Whittier Narrows Reservoir 
Colorado: Chatfield Reservoir 
Connecticut: 
Eenpeenentes DOR. 5... ons. ceccdcecconecens 
Hartford (Folly Brook section) _..-- ta lata’ 
Housatonic River- saieiaie 
Sherwood Island State Park. Se 
Delaware: 
Delaware River, Philadelphia to the Sea: 
Mantua Creek anchorage. 
Inland Waterway between Rehoboth Bay and 
Delaware Bay 
Inland Waterway from Delaware River to 
Chesapeake Bay (35-foot channel) ...- .- 
Mispillion River. 
District of Columbia: Anacostia River, District of 
Columbia and Maryland oon - 
Florida 
Apalachicola Bay channel, St. George’s Sound. 
Apalachicola River channel improvement 
Central and Southern Florida... 
Jim Woodruff lock and dam, 
Georgia. . 


Florida and 


St. Angasting Hasbor ....n<ccane~so0<o-<ceese- 

go) RRA EO Sa 
Georgia: 

Buford Dam. dicedainseinees 

Hartwell Reservoir, ‘Ga. and § 


Jim Woodruit lock and rhdy ’ Ficciaia “and 
Georgia. (See Florida.) 





"1, 000, 000° 
785, 000 

"2, 650, 000 
14, 000, 000 


630, 006 
700, 000 


933, 000° 


167, 000 
263, 000 
750, 000 


“6, 300, 000 
920, 000 


977, 000 





Hawaii: Nawiliwili Harbor 








$35, 000 |-...- 


Seca $323, 000° 
RES EY 274, 000 
NSE a: 22u, 000 
y 8 tg prepersyoee ee 
ieee 4, 100, 000 
15, 000 |....-.. 
aeibcninestineation 1, 800, 000, 
Pe 1 IS 1, 000, 000 
90, 000 600, 000 
naitanpantgiads 3, 500, 000 
\S \RID Rte daocagatain’ 
Papier ke ee 450, 000 
SOND TL ditidsnccctans 
caritundiieidesiaeatin 525, .00 


1, 009, 000 
785, 000 
1, 250, 000 
2, 650, 900 
14, 000, 00) 
a) 25, 000 
450, 000 

500, 000 

500, 000 

4, 000, 000 
500, 000 

530, 000 

700, 000 

250, 000 


“933, 000° 


167, 000 
263, 000 
375, 000 
159, 000 


1, 000, 000 
147, 000 


ne 275, 000 
2, 750, 000 


300, 000 
500, 000 
6, 300, 000 


920, 000 
163, 000 
977, 000 


_ 11, 830, 000 
* 3, 000, 000 





es 500, 000 














110, 000 
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Budget un fiscal Conference allowance 
State and project 
Construction| Planning | Construction] Planning 
Idaho: 
Columbia River local protection, Idaho, Ore- 
gon, and Washington: 
Grande Ronde River, Oreg. (See Oregon.) 
Malheur River, Oreg. (See Oregon.) 
Portneuf River and } Marsh Ghent, Habe:.: GPE, WUE Te nnnienscces $500, 000 |... 
Prineville, Oreg. (See Oregon.) 
Randle, Wash. (See Washington.) 
‘ Smoky Peak Raservolk, ...5. 2... <ccecensnsese 
ois: 
PIN 5. ois eset dated cork sma sé aces pte 
I Ie nie inss rnin aici meetin 
Calumet Harbor and River, Ill. and Ind.-.....- 
Carlyle Reservoir .-- Stowe 
Clear Creek Drainage and Levee District_.._.- 
Degognia and Fountain Bluff Levee and Drain- 
OG EES See. EEE ON. 
East St. Louis and vicinity.................... 
Grand Tower Drainage and Levee District._._. 
Illinois Waterway: Calumet-Sag Channel... -- 
Mississippi River, between Missouri River and 
Minneapolis, Minn. (exclusive of St. An- 
thony Falls, Minn., and lock 19 at Keokuk, 
Towa), Ill., Iowa, and Mo. (rectification of 
a OE RE aS En ES RN RE WD Fai cocdnc dete , ee 
Preston Drainage and Levee District... _.....- 260, 000 |....-.. —— 260, 000 |... 
Wilson and Wenkel and Prairie duPont Drain- 
OOD BE EFOO TI o.oo < icine cgonwncnscess MED Enenticnewenen eee 
Indi Wood River Drainage and Levee District... __-- POE iicitotnntcin rg ean 
jana 
Calumet Harbor and River, Ill. and Ind. (See 
Illinois.) 
Indiana net (widening at be neesanesiie 
oe ke eh 2 Saas CE, GUD Misi ccciucess | ee : 
NT RR Een eee SLRS E an Lees Cee uen eee 90, 000 
ee eR ae ea Sere 60, 000 |... 60, 000 
Ohio River locks and dams: Markland locks 
and dam, Indiana, Kentucky, and Ohio-....-- Sinn 125, 000 Oy de 
a SER eS ATE SES |. See 
Towa: 
Coralville Reservoir.....- 4, 500, 000 }............ 
Little Sioux River._.....-.- oe eg) 
Lock No. 19 at Keokuk aie 
Missouri River agricultural levees, lowa, Kan- 
sas, Nebraska, and Missouri................- PRUNE A enscccnwenas ne 
Missouri River: 
Kansas City to Omaha.................-...- SS eee ee | ee 
i a) 8. YN 7 4 ae 
Missouri River, Kenslers Bend, Miners Bend, 
Nebr., to Sioux City, lowa. (See Nebraska.) 
OT tA BERG Kae! ESR Se FORGO Faisck dicncece 70, 000 
ON SES EEA Uy Pee OO OED hetcacenccsaiun 30, 0 
ROE IR AGO a incbe ccincsndncavctudbentiiededlsyceantnddeneniséuqheesshelonadsounssancs 68, 000 
Kansas: 
TN SR LOND ETRE SS) eee Ee Sea ae ere! | Eee Cee 30, 000 
pO a SE SE Seer fee ee, Man eee 15, 000 
Missouri River agricultural levees, Kansas, 
lowa, Missouri, and Nebraska. (See Lowa. } 
ir is ds ho Sc wah nsw tccin $s enna sak bee hSRbauntneds! | MURINE Piteancheseeods 
Pe EEL a eee Cee eee ee ee 
OE I TS FRAIL AS, OE TST A eee! 
ESE TS SRE TERE TREN, SERENE iia RSE IeF 
pe PR: SARS S Labedouey 
Teronte Reservolr.................<. 3 2, 800, 000 
Te Te OREO... ca cecwsctecnkaneneston 7, 500, 000 |. 
Wichita and Valley Center 2, 200, 000 
Kentucky: 
pe se ee Ree got! GUA S0 Lou dcinccsses 600, 000 j........---- 
NS RS SE Te yk ee 70, 000 
SE See SE eR ae ere 60, 000 900,000 }..........-- 
Green River: 
Locks and dam 1 and 2.............-....... ee 4, 400, 000 {.......----- 
a Ee a een aS aes c(h. % 5 ee S378, COO: |occwccccccce 
Greenup lock and dam, Kentucky and Ohio.-. 4,000,000 |..-......... , 000,000 |......------ 
SAGO 225s Conch cdacsededbosnsmebuewibees kk | eee 246, OOO |....-------- 
pO SEES ES SRE eS ea ae 8 | ee 475, 000 }|.....------- 
pF SRE Re eT Se ERS, RSENS Sry 150, 000 
Lower Cumberland lock and dam, Kentucky 
ee RS RE A Hy TRS Yl eer eeeeeee 200, 000 
Markland locks and dam, Indiana, Kentucky, 
and Ohio. (See Indiana.) 
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Net 


Ney 
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000 
000 


), 000 
0, 000 
8, 000 


0, 000 
5, 000 


50, 000 
00, 000 
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Budget = fiscal) Conference allowance 
State and project 
Construction | Planning | Construction| Planning 
Kentucky—Continued 
ERS SESS: Se aaa ene $1, 540, 000 
I  iiiten:cciprstdinmcteladitncuwndmcdanen 816, 000 
Rough River Reservoir and channels 500, 000 
Louisiana: 
Gulf Intracoastal Waterway (New Orleans 
District). 
(|, SRR SESE See aapenere eee 8 Oo aE 1, 263, 000 |.........2.3 
Plaquemine-Morgan City alternate route _- Ef | eRe 5, 006, G0 }.......5.... 
ae. ee tf e ee IE <a Eee $175, 000 
Red River levees below Denison Dam. (See 
Arkansas.) 
Maine: 
ON I EE EE Le, eee" kevamere elem) ya 
Portland Harbor (House Island anchorage) _. - - | eee ne pa 
Wood Island Harbor and Pool at Biddeford_.._|..............}....-....... og eee 
Maryland: 
Anacostia River, D.C.and Md. (See District 
of Columbia.) 
Cumberland, Md., and Ridgeley, W. Va....... 300 008 bencdscasiss ed eee an 
Massachusetts: 
RRR SE. ep. Soe Ree ee Aj. | eee we eee 
pg Ra ES EE Be Eee aAe Pt See See 55, 000 
Mystic River (35-foot project). ......-...-....- , , , ee oe . — 
Se eee Sere yf | SS 
8, I a REE MENS Aaa ae RPS PEF eR ERS Shs SE SS ed) 
poe RR SEE Res ) | eee GED Sihdkccocssen 
Michigan: 
I Se ahi acinse ots butamnineiuscapencnaninaneaaeind f RIE eS CUGES FechccSiawctes 60, 000 
ES ee a PERS PS eee ty | oe 
oe RE TOSSES EES aa a 
i eo A a EERE SI GERSEP Bieducacdcnce 
St. Marys River (lift bridge and removal at 
RRS REA a See eee nee SOON Bivins cde dacun 
Minnesota: 
Duluth-Superior Harbor, Minn. and Wis.._... ER. | Rae ed 
OR) Se ea PE ey Creer i } eee 
Red River of the North, S Dak.. N. Dak., and 
| OR a RS Serre Ae kL eee oe a dh OO 
St. Anthony Falls extension._.................. 4 5 EE Biden COO Fie ckencsicen 
Missouri: 
NUN 55 chica cnitineedise dnichicadeniianeditiminaendcnpauiaial ees ae 50, 
Cie cna ineding EE ESA SERRE P| eee ee 50, 000 
Cape Girardeau (Reach No. 2 only)_.......-.-- TOR, Gab Sincencnescns Yo) Sa 
i 2 Pee ees stain Diseamaiickiibsantive _ ft a ) A dd Bee 
East Poplar Bluff and Poplar Bluff. .......-.- B14, 000 fF encccsrsuce $14,000 }............ 
Missouri River agricultural levees, Iowa, 
aa Missouri, and Nebraska (See 
owa.) 
Missouri River, Kansas City to mouth.._...... SOR GE ctcasinane pe 
Perry County Drainage and Levee Districts 1, 
ae eS ae OARS A | | aaa oy eee 
Table Rock Reservoir, Mo. and Ark_.........- 1h, OOG, GOO fa cndiscéaccs RECO OE tat iewenceae 
Montana: 
ERAS SOLE | one ene —— POD hicedichnsas 40, 000 
ES BED EES CRP Ma eee. GER GED facocsacssece GRRE Bédeccees--- 
SO RE Ber RIES EE eee os! SE GEO Bievccadicabind 15, 000 
Nebraska: 
Gavins Point Reservoir, Nebr. and S. Dak Of | aa eee 
Missouri River agricultural levees, Iowa, 
Kansas, Missouri, and Nebraska. (See 
Iowa.) 
Missouri River, Kens!ers Bend, Miners Bend, 
Nebr., to Sioux City, Iowa, Nebr., and 
8 RRS SN Oe Ter SO 5S acniaal | g Se 
cS. eS oS aR | Seen 25, 000 
Nevada: Pine Canyon Reservoir 05 CEP fontacctacsacs 65, 000 
New Hampshire: 
SO a ST) MR OB Bids a 
oO eee tf eras 160, 000 
Portsmouth Harbor, N. H., and Piscataqua 
on i SS 2 See a £00, COO fi nccecnkede 
New Jersey: 
ED CN Ck cst bk cadaciabecucbatbenaus. 4) Ee 900, CUD Ricdkcccaccce 
Cold Spring Inlet..............-- SRE RS pe ft) CGN bosiccncus-.- 
Delaware River, Philadelphia to the sea. (See 
Delaware.) 
Delaware River, Philadelphia to Trenton (40- 
and 35-foot channels), N. J. and Pa........... 6, 000, 000 py eee ee 100, 000 
New York and New Jersey channels.........-- 3,000, 000 |..........-- $000,000 4 5552....... 
CO a CE COE iccancicctes Pi a ee 
Staten Island Rapid Transit bridge, New York 
and New Jersey. (See New York.) 
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New Mexico: 

Albuquerque......... ), 000 $60, 000 

PE SRR Se RR OE I aa Sees , < | Sa 24, 000 

Chamita Reservoir (Abiquiu)... ......-..-..0e0-|-.--eeeccenene 75, 000 $425, 000 75, 000 

Los Esteros Alamogordo Reservoirs..........--|-.-.----------]------------ OE 50, 000 

Rio Grande: FIesGWa Gi . occccacccccoceceentess $1, 600, 000 |.......-.-.-- » 600, 000 J... 

‘sit. ¢  .. (ROE eae a ee 50, 000 
New York: 

Buffalo Harbor (north entrance, Buffalo River 

and Buffaio ship canal).........-...-.-.-.--- 1, 200, 000. |... nsscsiver 2,000, 006 }-........... 
Endicott, Johnson City, and Vestal. _...--..---]----2.---.-0-]-<00--e scene] onneeweeene e+ 100, 000 
New York and New Jersey channels. (See 

New Jersey.) 
to eS ORs ener a eso! Sienna | Rae eee 36, 000 
Staten Island Rapid Transit bridge, New York 

Po gy ON a ae BESTS 1, 000, 000 }............ 1, 000, 000 }-........... 
We eS ea 360, 000 }............ 

North Carolina: 
Manieo Bay (6-foot channel to Wanchese) .....|..----.-------]------------ A lh ee 
Rollinson Channe! Breakwater... ..-......-.-.--|-.--<-----<---]----0-0----- ee 
bp NO SE ROT SS SE Kee G57, COD Nesiiccncance 
North Dakota: 
Ne Re ee Se oon * 
Lower Heart River_........-. 60, 000 
pS Ca a ae 23, 000 
Red River of the North, N. Dak., 8. Dak., and 
Minn. (See Minnesota. ) 
0: 
Ashtabula Harbor (east outer harbor)..........].......------- 46, 000 250, 000 46, 000 
Cleve'and Harbor (bridge replacements and 

channel improvements). ...-..-.------------- , 300, 000 |....-...s00- 6,308, 000. |..2<........ 
Greenup lock and dam, Kentucky and Ohio. 

(See Kentucky.) 

Markland lock and dam, Indiana, Kentucky, 
and Ohio. (See Indiana.) 
New Cumberland lock and dam, Ohio and 
ea A <. if eee (A 8 OR ee 
Oklahoma: 
Arkansas River and tributaries, Arkansas and 

Oklahoma, (See Arkansas.) 

) Ney HERRERA Bees) FS eae Ss DE, OOD heccwnsdinciinn 25, 000 
Titania Taser Ol... < cniknchiecotudinccncacenne|sabodnensbasenlaceseranvnve 450,000 {.........-.. 
RT TORU O 6s nkbidlits canned ninieninnnnns PERAK, ERIE correo ess 150, 000 
Markham Ferry Reservoir.........-.-.----.--- 6, 300, 000 |...--.--.--- 6, 300, 000 |-...----.--- 
Oklahoma City Floodway.......--.-..--....-- f° \ Of ee FD FOR CEO ficcciicccucce 
Oolstse TUIUEET.. « .... .cccncencecchadhbesiicsan |aubaccnnannnnthinblabnnela FCOR OOP Neds ccsiaccccs 
Oregon: 

Ne i ee Sane er en eee YY eee ee 22, 000 
Columbia River at mouth, Oregon and Wash- ai 

ee ee Sa RO EE Sa, 5S See Chee eee ee 1 5 | ae 
Columbia River local protection, Idabo, Ore- 

gon, and Washington: 

Grande Rhonde River, Oreg...............|-------------- 55, 000 |...-... je temaits 55, 000 

Dee ELEN, NOR oo a cocoa hachcdineaeenee | er 6, 000 

ER Pea Lae a 4, 000 
Pe Oa ae A eS Ee 200, 000 an 000 
Oe TSP PRES SPLATT 100, 000 500, 000 |....--.- 
fe ee RS, SDSS eT eee Re = aS 100, 000 
Hills Creek Reservolr.......-<-escocecans¢ecssus 10, 000 300, 000 10, 000 
John Day lock and dam, Oregon and Wash- 

Ot SESE OT SAO ATS A! A TOE A | a 550, 000 
Johnson Creek............... . tae 35, 000 
LackoutiPolnt Reservolr._...<csecececcecec! | MQ CQO cussix 200, rn ear ae 
Lower ee River ag abt nee exist 

ing works (Multnomah Drainage District, . 

“> 2 ER eR re ees ASRS BS ER =<? 9, 000 ficicncststenss 35, 000 
MeNary lock and dam, Oregon and Washing- 

ton oa ae . “3 2 Sreipneareeni 11, 000, 000 j........-..- 11, 000, 000 |.........-.- 
The Dalles Dam, Oreg. and Wash........----- ff Od eee 63, 500, 000 }........---- 
Tillamook Bay and Bar-.......-.......... i A Cee ey ESET 200, 000 Ci bsseeace 
Willamette River, bank protection....------.-- eb ae ae 300, 000 |....------- 

Pennsylvania: 
Allegheny River Reservoir, N. Y. and Pa......|....---------- ; wh Sa eee 100, 000 
pe OS i Ee a a engines me en Oe a  ) 500, UO }....-------- 
Delaware River, Philadelphia tothe sea. (Sce 

Delaware.) 2 
SO IETS SPE ee ee 306, 000 j.......25--- 396, 000 }....---- 00 
Kettle Greek Remervolr. - ....ocncacnchecectcssscc]orgeede~sansed 40,000 }...........--- ted 
Monongahela River, dam 8..........-...--2.2-]--c00e----- ans 000 | ccnccce-+~<-05 A), Of 
Presque Isle Peninsula................-...-<--- 600, 000 |...... sommes 600, 000 }.....-- a 
Reynoldsville_.......... 7,000 |........------ 37, ( 
Swoyersville-Forty Fort............---.-------| 400,000 ]-..........- 400, 000 }-...-.------ 








Williamsport......... 








acodocnccens 278, 000 
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Rhode Island: Woonsocket. ........--....-.-0.20.- 
South Carolina: 
Charleston Harbor--. 
Port Royal Sound to Beaufort 
South Dakota: 
Fort Randall Reservoir_ -.- 
Gavins Point Reservoir, Nebr. and S. Dak 
(See Nebraska.) 
OE ES Fas Sesame Cee : 
Missouri River, Kenslers Bend, Nebr., to 
Sioux City, lowa, Nebr, and 8. Dak. (See 
Nebraska.) 
Oahe Reservoir 
Red River of the North, N. Dak., S. Dak., 
and Minn. (See Minnesota.) 
Sion Tae. ici} - 2545-4 eos 
Tennessee: 
Cheatham lock and dain 
Memphis, Wolf River and Nonconnah Creek .- 
Old Hickory lock and dam-__.._....-- 


exas: 
Buffalo Bayou 
Canyon Reser voir__- 


Datlas Floodway _.- 
Ferrell’s Bridge Reservoir 
Gulf Intracoastal Waterway (Galveston dis- 
trict): Guadalupe River channel to Victoria 
Houston ship channel: 36-foot project. . 
McGee Bend Dam. sehget 
Mooringsport Reservoir, La. and Tex. (See 
Louisiana.) 
Navarro Mills Reservoir... tomatoes 
Port Aransas-Corpus Christi Waterway... - 
Red River levees below Denison Dam 
Arkansas.) 
Fan Antonio bes 
‘Texarkana Reservoir 
Waco Reservoir 
Utah: Salt Lake City.. TOF ATA OR IESE At EP. 
Vermont: Wrightsville Reservoir (modification) 
Virginia: 
Deep Creek _ ee ae ae 
Norfolk Harbor: Craney Island disposal area__- 
Norfolk & Portsmouth Belt Line RR. bridge_-. 
Virginia Beach 
Winter Harbor 
Washington: 
Chief Joseph Dam__.. = 
Columbia River local protection, Idaho, Ore- 
gon, and Washington: 
Colfax ; ee: 
Fagle Gorge Reservoir , 
Grays Harbor and Chehalis River 
Dredge extension 30-foot channel, new 
turning basin _. 
Point Chehalis 56% 
Ice Harbor lock and dam______- . 
John Day lock and dam, Oregon and Washing- 
ton. (See Oregon.) 
MeNary lock and dam, Oregon and Washing- 
ton. (See Oregon.) 
Shilshole Bav_. 
Tacoma Harbor inibdickiw 
The Dalles Dam, Oreg. and Wash. (See 
Oregon.) 
West Virginia: 
Cumber and, Md., and Ridge ey, W. Va 
Maryland.) 
Hi'dehrand lock and dam 
New Cumberland lock and dam, Ohio and 
Wet Virginia (See Ohio.) 
Summersvi'le Reservoir 
Sutton Reservoir 
Wisconsin 
Cornucop a Harbor 
_ Sheboygan Harbor 
Wyoming: 
Greybull 
Jackson Hole, Snake River 
Local protect ‘on proieets not requiring specific leg 
slat’on 
Snagging and clearing 








6, 360, 000 
700, 000 
5, 475, 000 


eeepc on th dich ase Da 100, 000 
60, 000 


"1 500, 000 
2, 690, 000 
2, 450, 000 


500, 000 


ae 100, 000 
5, 000 
40, 000 


800, 000 
235, 000 


18, 000, 000 


300, 000 


600, 
300, 000 





25, 000, 000 


400, 000 


6, 360, 000 
700, 000 
5, 475, 000 


340, 000 
1, 500, 000 
2, 690, 000 


750, 000 
1, 500, 000 


"5, 000, 000 


150, 000 
700, 000 
800. 000 
235, 000 
150, 000 


18, 000, 000 


421, 800 
120, 000 
1, 000, 000 


~ 646, 200 


1, 000, 00 


1, 300, 00 


230, 00 
218, 00 








"600, 000 


~” 400, 600 
5, 000 
40, 000 


40, 000 
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Paviesie Golerred for reste sik ctin cen onnanonnepnluchincernsedes $571, 000 Teaiesemeed tio: 
Small anthor ced projects... .........- 2... cnccccce $2, 000, 000 Venda! $4, 500, 000 — 
Lower Columbia River fish-sanctuary program ie 
(Fish and Wiidliie Service) ................-.....- 3, 400, OOP T. ncaccosacs 900, 000 j...-........ 
Total construction ceneral.................. 362, 675,000 | 5,000,000 | 395, 431, 000 5, 742, 000 














The conferees are in agreement that land acquisition at the Gavin’s 
— Reservoir shall be in conformance with the new real-estate 
policy. 

Amendment No. 18: Inserts language proposed by the Senate. 

Amendment No. 19: Deletes language proposed by the Senate. 

Amendment No. 20: Reported in disagreement. 

Amendment No. 21: Allocates not to exceed $4,500,000 for small 
authorized projects as proposed by the Senate instead of $4,000,000 
as proposed by the House. 

Amendment No. 22: Deletes language proposed by the Senate. 

Amendment No. 23: Reported in disagreement. 

Amendment No. 24: Reported in disagreement. 

Amendment No. 25: Reported in disagreement. 

Amendment No. 26: Reported in disagreement. 


OPERATION AND MAINTENANCE, GENERAL 


Amendment No. 27: Appropriates $83,030,000 instead of $82,500,000 
as proposed by the House and $83,560,000 as proposed by the Senate. 


GENERAL EXPENSES 


Amendment No. 28: Appropriates $9,300,000 instead of $9,200,000 
as proposed by the House and $9,400,000 as proposed by the Senate. 


FLOOD CONTROL, MISSISSIPPI RIVER AND TRIBUTARIES 


Amendment No. 29: Appropriates $51,962,500 instead of $50,885,000 
as proposed by the House and $53,040,000 as proposed by the Senate. 


ADMINISTRATIVE PROVISIONS 


Amendment No. 30: Inserts language proposed by the Senate. 
Amendment No. 31: Reported in disagreement. 


CLARENCE CANNON, 
Louis C. Ranaut, 
Micnakt J. Kirwan, 
Joun E. Focarry, 
Frep MARSHALL, 
Epwarp P. Bo.anp, 
Joun J. Rivey, 
Jor L, Evins, 
James C. Murray, 
Don MaGnuson, 
Ben F. Jensen, 
H. Cart ANDERSEN, 
Managers on the Part of the House. 
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MUTUAL SECURITY APPROPRIATION BILL, 1956 





Jury 8, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. PassMAN, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 7224] 


The Committee on Appropriations submits the following report in 
explanation of the accompanying bill making appropriations for 
Mutual Security for the fiscal year ending June 30, 1956. 


GENERAL COMMENTS 


One of the problems which faces this Committee in its consideration 
of estimates of appropriations for the Mutual Security program each 
year is the timing of the Budget estimate. The Congress and the 
Committee for the past several years have been handicapped in their 
attempt to give full consideration to the large and varied items of 
expense encompassed by the Mutual Security program because of the 
delay in submission by the Administration of both the authorizing and 
appropriating legislation. 

It would seem to the Committee, now that certain portions of this 
program appear to be fairly well established, that Administration re- 
quirements could be transmitted early in each session. Obviously a 
situation which causes a hurried consideration of measures of this 
magnitude during the closing days of each session of the Congress is 
not in the best interests of good government. 

Another matter which seriously concerns the Committee is the evi- 
dence of questionable administrative practices followed in obligating, 
deobligating, and reobligating funds. During the hearings, numerous 
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examples were discussed showing that funds certified as obligations in 
fiscal year 1954, were deobligated in fiscal year 1955 and then reobli- 
gated for entirely different purposes. There is reason to believe that 
funds are frequently obligated late in the fiscal year in order to carry 
them forward, even though the obligations are not based on firm 
agreements or commitments. Further, the Committee has developed 
numerous instances where funds for projects initiated as far back as 
1952 and 1953 are still being carried as obligations despite the fact 
that little or no activity has taken place on such projects. The 
Committee is firmly convinced that a careful reappraisal of all oblig- 
gations on the books would free large amounts of money to finance 
future programs. 
SumMARY OF Bitu 


The estimate of appropriations for the programs covered by the 
Mutual Security Act of 1955, as submitted to the Congress on July 1, 

55 (House Document No. 211) totals $3,266,641,750. In addition, 
the estimate includes language to continue the availability of balances 
remaining unexpended as of June 30, 1955, as authorized in the basic 
legislation. 

Appropriations totaling $2,638,741,750 are recommended for fiscal 
year 1956, a reduction of $627,900,000 in the budget estimates. In 
addition, a reduction of $21,366,750 was made in the estimated bal- 
ances reported as unobligated on June 30, 1955. 

During the hearings, the Committee was advised that the estimated 
unexpended balance as of June 30, 1955 for this program would be 
$8,717,100,000. Of that amount $6,767,200,000 is in Defense and 
$1,949,900,000 in other agencies. 

The following tabulation summarizes the status of unexpended 
funds for military assistance: 


Estimated unobligated and unreserved balance.............--- $33, 900, 000 
Obligations incurred in 1955__—---- is, ean Rete a 662, 100, 000 
Reservations pursuant to sec. 110, Public L iw Jee es: BEIGE S OH 
Unexpended balance FOA allocation to Army Korean program_- 23, 900, 000 
Unliquidated obligations brought from fiscal year 1954....-..-- 3, 343, 000, 000 

RAI. 1a nisi sien shinn de mynjenbeidite igiala igh attendee 6, 767, 200, 000 


The following tabulation summarizes the appropriations by major 
program, showing total availability for 1955 and amounts recom- 
mended in both new appropriation authority and unobligated carry- 
over for 1956. A detailed tabulation showing each appropriation will 
be found at the end of this report, beginning on page 10. 
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MUTUAL SECURITY APPROPRIATION BILL, 1956 


Muuirary ASSISTANCE 


Programs included under this general head are designed to provide 
the military equipment and training required by certain friendly 
countries to develop or maintain specific military and related units 
at a given level of effectiveness. 

The bill includes $705,000,000 for this purpose, a reduction of 
$420,000,000 in the budget estimates. In addition, an estimated 
unobligated and unreserved balance of $33,900,000 is continued avail- 
able during fiscal year 1956. 

The chaotic fiscal situation surrounding the administration of this 
program is once again brought forcefully to the attention of the Con- 

ress. During consideration of both the enabling legislation and the 
ypudget request, estimates of unobligated balances as of June 30, 1955, 
ranged all the way from $100,000,000 during earlier discussions to a 
reported $932,000,000 on June 29. An effort to improve the fiscal 
procedures governing the programing and obligating of military assist- 
ance funds was made by the Congress in its enactment of section 110 
of the Mutual Security Appropriation Act for fiscal year 1955. Testi- 
mony indicates that, while the principles of section 110 might be con- 
sidered sound and workable, the administration of the section has 
been ineffective from the standpoint of giving the Executive Branch 
and the Congress accurate fiscal data. 

The reduction of $420,000,000 is recommended by the Committee on 
the basis of a written understanding between responsible officials of the 
Department of Defense and the Committee that, of the estimated 
unobligated balance as of June 30 of $932,000,000, the amount of 
$420,000,000 should not be released by the Bureau of the Budget for 
immediate reservation by the Department of Defense. The Commit- 
tee is advised, despite this understanding, and without prior consulta- 
tion with the Committee, that the amount of approximately $614,000,- 
000 was reserved on June 30 which has the effect of continuing these 
funds available in fiscal year 1956. This hurried action on the last 
day of the fiscal year appears to be somewhat at variance with the 
testimony before the Committee of Mr. Struve Hensel, Assistant 
Secretary of Defense for International Security Affairs, as follows: 

There has been no rush to obligate, and, as a matter of fact, you will see that I 
have been most reluctant both to spend and to obligate unless we were sure, 
and I would not want to tackle this $620 million just to meet an estimate I made 
and try to obligate some $500 million in the next 10 days. I just would not want 
to do it, and if I have to pay the price of losing the money for it I am prepared to 
do it as acitizen. I will not rush out and do it. 

As to conditions precedent to the reservation of funds Mr. Hensel 
had the following to say: 

When we reserve, talking of the military, we have given a definite order to the 
services. Before we used to give them the money at the same time and it passed 
out of our control. We have set it aside. It is a definite amount of money, has 


the same effect as an obligation, and in my mind and the way I was speaking at 
that time it is an obligation. 


In further substantiation of conditions under which reservation of 
funds may properly be made, Mr. Markley Shaw, Comptroller, Office 
of International Security Affairs, Department of Defense, in reply to a 
comment by the Chairman of the subcommittee, Mr. Passman, had 
the following to say: 


Sais ptr a ask Segal sad Sa 
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As you say, the reservations are a firm commitment. It is a statement by the 
Secretary of Defense to the services that there has been set in reserve an amount of 
money equal to the total cost of a list of materials that are being ordered. 


Obviously, even though the amount of $614,000,000 may have been 
tentatively programed, the Committee cannot accept the premise that 
materials in that amount were ordered by the services during the 
last few days of the fiscal year. The reservation could not have 
represented a “firm commitment”. 

In addition to the above reservation of $614,000,000 made on the 
last day of the fiscal year, there was also reserved during the month of 
June an additional. $337,000,000, making total reservations of 
$951,000,000 in June. To this should be added estimated June 
obligations of $134,000,000, bringing the total in obligations and 
reservations during June to something in excess of $1,085,000,000. 
The average monthly rate of obligations and reservations for the 
preceding eleven months was $207,300,000. 

The Committee is firmly convinced that the present pipeline of 
undelivered military equipment represented by an estimated unex- 
pended balance as of June 30, 1955, of $6,767,200,000 provides more 
than adequate momentum for the continuation of this program in an 
undiminishing manner throughout the ensuing fiscal year. The funds 
provided in the accompanying bill should prove adequate for such 
current requirements as training, maintenance and operations, and 
such additional equipment as may need to be contracted for during the 
year. 

Direct Forces Support 


Programs within this classification are designed to give the military 
and related forces of certain countries direct support which is addi- 
tional to the regular military assistance which those forces are also 
receiving. As in the case of regular military assistance, these pro- 
yrams ordinarily consist of equipment, materials and services which 
are delivered or rendered directly to friendly forces for their ex- 
clusive use or control and without entering into, or being processed 
in, the local economy of the recipient country prior to such delivery. 

The total budget estimate for this item is $317,200,000 distributed 
as follows: 

Yugoslavia $4, 000, 000 | Korea $180, 000, 000 
7, 500, 000 | Philippines. .....--..--- 2, 300, 000 
20, 000, 000} Thailand 8, 200, 000 
20, 000, 000} Cambodia, Laos and Viet- 
37, 000, 000 nam 38, 200, 000 

The Committee recommends the sum of $305,000,000 which is a 
reduction of $12,200,000 in the budget estimate. It should be pointed 
out that of the total of $690,700,000 made available to date for this 
purpose there remained unexpended as of April 30, 1955, the sum of 
$544,000,000, which is nearly 80 percent of the total availability. 


DEFENSE SUPPORT 


Based on explanations furnished the Committee, programs within 
this classification are designed to support the military efforts of 
certain countries which are receiving military assistance. Such sup- 
port involves the provision of general supplemental resources which 
& recipient country requires if its economy is to support a defense 
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program of the size which United States policy regards as necessary 
and if, at the same time, it is to maintain or attain that minimum leye! 
of economic strength or growth which is consistent with the U. §. 
national interest. 

Defense support, Europe-—The budget request for this area totals 
$70,000,000 and covers the following: 


Spain - .. 222. nen e nen cew ew ne sen ctnconecisnrncnnsncensea= $28, 000, 000 
BS Oe ee an eo ee nen amanOae set Toe Vee. hy be Ne a ee eae ae 36, 500, 000 
pe, RRA RARI me SSE Ale 15 LE So Bit dC a hs Se 2 a8 © 5, 500, 000 


The full budget estimate of $70,000,000 is included in the bill for 
this area. The Committee did not feel justified in exceeding the 
budget request, even though the enabling legislation carries a larger 
sum. Also, the unexpended balance as of April 30, 1955, for defense 
support for Europe was $242,300,000. 

Defense support, Near East and Africa.—The budget request for 
this area is $102,500,000 distributed to the following countries: 


GpOON0 = ia dscid ans othas ccgladucpeemeiies sdcpwsees o~ Vasdsae $15, 000, 000 
Fee os asa) aiane heads ose patos bd iaclS dake aad dts og Oks 8 baie aware aS qubeee 37, 500, 000 
I ie ic a cscs a So ieee cies ele ag ane Per cntgin col sia 50, 000, 000 


The Committee has approved the full amount requested for this 
area, in view of the military importance of the countries involved. 
Also, the unexpended balances for this portion of the program are 
comparatively small. 

Defense support, Asia.—For this area the budget requested a new 
appropriation of $827,800,000 plus a reappropriation of an unobligated 
balance of $25,000,000. The following breakdown was submitted in 
support of the request for new funds: 


Pabsiiten. 00% coe ie $63, 000, 000 | Thailand............_-- $31, 800, 000 
China (Formosa)_....--- 62, 000,000} Cambodia, Laos, and 

NR a he cree tak ai wc 272, 000, 000 WAC OI sie cts aim 6nd 379, 300, 000 
FORMING... oct men cain 19, 700, 000 


The Committee was advised that as of April 30, 1955, there remained 
anexpended for this portion of the program for Asia the sum of 
$1,056,800,000. In view of this large amount of unused funds the 
Committee has reduced the request by $52,800,000. 


DEVELOPMENT ASSISTANCE 


The Committee is advised that this program covers assistance given 
primarily to promote economic development or otherwise to create or 
maintain economic or political stability. In most nations included 
in this program development assistance will supplement programs of 
technical cooperation by providing supplies, commodities or funds. 

Development assistance, Near East and Africa.—The Committee is 
approving the full amount of the budget estimate, $73,000,000, for 
this area which includes the following countries: Egypt, Israel, Jordan, 
Lebanon, Libya, and Syria. 

Development assistance, Asia.—The budget estimate for this area is 
$71,000,000, of which $70,000,000 is for India and $1,000,000 is for 
Nepal. The Committee was advised that as of April 30, 1955, the 
unexpended balance for India for this purpose was $105,700,000. 
In view of this large unexpended balance the Committee recommends 














TR 


OO ee 


ss er 


sary 
level 
IS. 


Otals 


), 000 
), 000 
), 000 
| for 
the 
irger 
fense 


t for 


0, 000 
0, 000 
0, 000 

this 
lved. 
lL are 


hew 
rated 
ed in 


0, 000 
0, 000 


nined 
m of 
s the 


riven 
tte or 
luded 
ns of 
unds. 
tee is 
0, for 
rdan, 


rea is 
is for 
5, the 
,000. 
nends 


MUTUAL SECURITY APPROPRIATION BILL, 1956 7 


$61,000,000, a reduction of $10,000,000 in the budget estimate. 
No part of the reduction is to be applied to Nepal. 

Development assistance, American Republics —The amount requested 
for this purpose, $38,000,000, includes the following programs: 
3olivia 
Guatemala 
Haiti 


The full amount of the budget estimates is recommended by the 
Committee. 


TECHNICAL COOPERATION 


Technical cooperation covers those programs for the sharing of our 
knowledge, experience, techniques, and skills with the peoples of the 
less developed areas of the world for the purpose of helping them to 
further their economic development and increase their standard of 
living. It was testified that these programs consist largely of advice, 
teaching, training, and the exchange of information. 

Technical cooperation, general authorization.—The estimate for this 
purpose, $146,500,000, provides the following amounts for the various 
areas involved: 

Went Teaet eid APTORS 2 25 hse. cee a ee ee $41, 000, 000 
AA... née Spe Mie seid gh den Hib cblintie dda dbs duet 66, 500, 000 
DAGON, I aad oi tis dating where 6s wean -enercis baie ah cede 30, 000, 000 
SN NN a a a i oe eae 9, 000, 000 

In view of the large unexpended balance in this program as of 
April 30, 1955, $189,000,000, the Committee recommends $125,000,000 
for fiscal year 1956, a reduction of $21,500,000 in the budget estimate. 
It is, however, an increase of $16,603,000 over the amount available 
during the present fiscal year. 

United Nations technical assistance —The Committee is approving 
the full amount of the budget estimate, $24,000,000, for the United 
States contribution for the period from July 1, 1955, through Decem- 
ber 31, 1956. 

Organization of American States.—The Committee recommends 
$1,500,000, the amount of the budget estimate, the same sum as was 
provided for fiscal year 1955 for this item. 


Orner PROGRAMS 


This heading includes the various programs not covered in the pre- 
vious classifications. 

Special Presidential fund.—The full budget estimate of $100,000,000 
is included for this Fund. This amount covers contingent or unfore- 
secable requirements which are likely to develop during fiscal vear 
1956, but which are not definite enough to be included in the regular 
programs provided for elsewhere. It is to be used for such purposes as 
the President may determine to be important to the security of the 
United States. 

Special assistance in joint control areas.-—The bill includes $21,000,000 
for the joint control areas of which $20,000,000 is to maintain pro- 
grams in West Berlin now in operation and $1,000,000 is for technical 
exchange projects in Berlin, West Germany, and Austria. 
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Intergovernmental Committee for European Migration.—There is in. 
cluded in the bill the sum of $10,000,000 for this organization, the 
purpose of which is to increase movement from overpopulated coun- 
tries of Europe of migrants and refugees who are unlikely to be 
absorbed by the economies of those countries. 

United Nations Refugee Fund.—The Committee is approving 
$1,000,000 for this fund, the purpose of which is to undertake a program 
of permanent solution of the problems of those refugees originating 
for the most part from World War II and its aftermath. 

Escapee program.—This program provides for the reception, interim 
care and maintenance, and resettlement assistance to recent Soviet and 
satellite escapees in Europe and the conduct of assistance projects for 
certain groups or individuals in other areas of the world. For this 
purpose the sum of $6,000,000 is recommended, a decrease of $250,000 
below the amount provided for fiscal year 1955. 

United Nations Children’s Fund.—The full amount of the budget 
estimate, $14,500,000, is included in the bill for this purpose. This 
amount covers the full United States contribution for the period 
July 1, 1955, through December 31, 1956. 

United Nations Relief and Works Agency.—This program, frequently 
referred to as the Palestine Refugee Program, provides for the relief 
and rehabilitation of nearly one million Arabs who were former 
residents of what is now Israel. The budget estimate for this purpose 
provided for a direct appropriation of $61,366,750 and a reappropria- 
tion of $3,633,250 of unobligated funds. Of this amount, $16,500,000 
was requested for relief programs and $48,500,000 for reintegration 
projects. The Committee has approved the reappropriation of 
$3,633,250 in unobligated funds and a new appropriation of 
$56,366,750 for a total of $60,000,000. 

North Atlantic Treaty Organizatwon.—The sum of $3,700,000, the 
budget estimate, is approved for fiscal year 1956, including $1,225,000 
for the U.S. contribution to the operating budget and $2,475,000 for 
the U.S. contribution to the special building fund. 

Ocean freight charges —The Committee ‘recommends $1,500,000 for 
ocean freight on voluntary relief shipments and $10,000,000 for ocean 
freight on surplus agricultural commodities. The amount approved 
for voluntary relief shipments is the same as was provided for fiscal 
year 1955. The sum recommended for shipment of surplus agricul- 
tural commodities is an increase of $2,700,000 over funds used for 
that purpose during fiscal year 1955. 

Control Act expenses.—The full budget estimate of $1,175,000 is 
recommended for conducting operations under the Mutual Defense 
Assistance Control Act which establishes controls on exports for 
security purposes. 

Administrative expenses —The bill carries the budget estimate of 
$33,500,000 for fiscal year 1956, an increase of $1,000,000 over funds 
provided for fiscal year 1955 for administration. The increase is 
peer. to cover a transfer of activities in Korea formerly financed 

y the Defense Department, and educational allowances for overseas 
personnel pursuant to Public Law 22, 84th Congress. In connection 
with the latter item, the Committee feels that the rate should not 
exceed that allowed for the Departments of State and Defense. 
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MUTUAL SECURITY APPROPRIATION BILL, 1956 9 


President’s fund for Asian economic development.—The Committee 
is recommending the sum of $100,000,000 for this Fund for fiscal year 
1956, which is a reduction of $100,000,000 in the budget estimate. 
The amount of funds requested was based on the amount provided 
in the ET legislation. It should be noted, however, that the 
authorizing legislation provided for the availability of these funds 
through June 30, 1958. Further, testimony was presented to the 
Committee to the effect that only $100,000,000 of the amount re- 
quested would be obligated during fiscal year 1956. 


GENERAL PROVISIONS 


The budget estimate proposed deletion of Section 106 of the appro- 
priation act for fiscal year 1955 dealing with shipments in United 
States flag vessels, prior to enactment of the authorizing legislation. 
In view of the fact that this provision is in the Mutual Security Act 
— the Committee agrees to its deletion from the accompanying 
bill. 

Section 110 of the appropriation act for fiscal year 1955 dealing with 
transfer to the Department of Defense of military assistance funds 
was requested to be continued in amended form during fiscal year 
1956. This section, by its own terms, is permanent legislation. 
The suggested amendments are not applicable to provisions of the 
appropriation bill as reported by the Committee. 
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Mr. Enatie, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 33831 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3383) to authorize the Secretary of the Interior 
to construct, operate, and maintain the Colorado River storage 
project and participating projects, and for other purposes, having 
considered the same, report favorably thereon with amendments 
and recommend that the bill do pass. 

The amendments are as follows: 


AMENDMENTs TO H. R. 3383 


Page 1, lines 4 to 6 inclusive, strike the words: 


, the Congress, in the exercise of its constitutional authority to provide for the 
general welfare, to regulate commerce among the States and with the Indian 


tribes, and to make all needful rules and regulations respecting property belonging 
to the United States, and 


Page 2, lines 7 and 8, strike the words “‘and for the improvement of 
navigation’. 

Page 2, line 8, following the word “and’’, insert the word “for’’. 
Strike the comma following the word “power”. 

Page 2, line 9, following the word “purposes,” strike the words 
“hereby authorizes’’. 

Page 2, line 10, following the word “Interior”, insert the words 
“is hereby authorized”. 

Page 2, line 14, strike the words “Echo Park,”. Following the 


words “Flaming Gorge’, insert the words “, Navajo (dam and 
reservoir only), 
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Page 3, line 10, following the word “Silt,” insert the word “and”. 
Strike the comma following the words “Smith Fork” and insert a 
period in lieu thereof. 

Pages 3, 4 and 5, strike everything beginning on page 3, line 11, 
through page 5, line 7. Insert in lieu thereof the following new 
language: 

Sec. 2. In carrying out further investigations of projects under the Federal 
reclamation laws in the upper Colorado River Basin, the Secretary shall give 

riority to completion of planning reports on the Goosebe ‘ry, San Juan-C hama, 
Navaia? Parshall, Troublesome, Rabbit Ear, Eagle Divide, ‘Woody Creek, West 
Divide, Bluestone, Battlement Mesa, Tomichi Creek, Fast River, Ohio Creek, 
Fruitland Mesa, Bostwick Park, Grand Mesa, Dallas Creck, Savery-Pot Hook, 
Dolores, Fruit Growers Extension, Animas-LaPlata, and Sublette participating 
projects. Said reports shall be completed as expeditiously as funds are made 
available therefor and shall be submitted promptly to the affected States and 
thereafter to the President and the Congress: Provided, That with reference to 
the plans and specifications for the San Juan-Chama project, the storage for con- 
trol and regulation of water imported from the San Juan River shall (1) be limited 
to a single off streann dam and reservoir on a tributary of the Chama River, (2) be 
used solely for control and regulation and no power facilities shall be established, 
installed or operated thereat, and (3) be operated at all times by the Bureau of 
Reclamati6n of the Department of the Interior in strict compliance with the Rio 
Grande Compact as administered by the Rio Grande Compact Commission. 
The preparation of detailed designs and specifications for the works proposed to 
be constructed in connection with projects shall be carried as far forward as the 
investigations thereof indicate is reasonable in the circumstances. 

Sec. 3. It is not the intention of Congress, in authorizing only those projects 
designated in section 1 of this Act, and in authorizing priority in planning only 
those additional projects designated in section 2 of this Act, to limit, restrict, or 
otherwise interfere with such comprehensive development as will provide for the 
consumptive use by States of the upper Colorado River Basin of waters, the use 
of which is apportioned to the upper Colorado River Basin by the Colorado 
River Compact and to each State thereof by the upper Colorado River Basin 
Compact, nor to preclude consideration and authorization by the Congress of 
additional projects under the allocations in the compacts as additional needs are 
indicated. 


Page 5, line 8, renumber “Src. 3.” as “Src. 4.” 

Page 6, line 16, renumber “Sec. 4.” as “Src. 5.” 

Page 6, line 21, strike the numeral ‘‘7”’ following the word “section” 
and insert in lieu thereof the numeral ‘8”’. 

Page 6, line 23, strike the numeral “7” following the word “section” 
and insert in lieu thereof the numeral 4g)? 

Page 8, line 2, strike the numeral “5” following the word “‘section” 
and insert in lieu thereof the numeral 66, 

Page 8, line 8, strike the numeral “5” following the word “section” 
and insert in lieu thereof the numeral ‘6’’. 

Page 8, line 21, strike the numeral “5” following the word “section” 
and insert in lieu thereof the numeral ‘6”’. 

Page 9, line 20, renumber “Src. 5.” as “Sc. 6.” 

Page 9. line 23, strike the numeral “7” followi ing the word “section” 
and insert. in lieu thereof the numeral “g” 

Page 10, line 16, renumber “Src. 6.” as “Src. 7.” 

Page 11, line 9, renumber “Src. 7.” as “Src. 8.” 

Page 12, line 6, renumber “Src. 8.” as “Src. 9.” 

Page 12, line 14, renumber “Sec. 9.” as “Sec. 10.” 

Page 12, line 15, strike the words “Echo Park” and insert in lieu 
thereof the word ‘“Navajo”’ 

Page 12, line 19, renumber “Sxc. 10.” as “Src. 11.” 

Page 12, line 22, renumber “Src. 11.” as “Suc. 12.” 
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Page 12, line 25, strike the figure ‘‘$1,055,000,000” and insert in lieu 
thereof the figure ‘$760,000,000’’. 

Page 12, following line 25, insert the following new section: 

Sec. 13. The Secretary of the Interior of the United States is hereby authorized 
and directed to negotiate with the city and county of Denver, Colorado, or any 
other municipality or governmental subdivision in the State of Colorado, on the 
procedure for and the feasibility of a program which would authorize the said 
Secretary of the Interior to convey to the city and county of Denver, Colorado, 
or any other municipality or governmental subdivision in the State of Colorado, 
for use as a part of its municipally owned water system, such interests in lands 
and water rights used or acquired by the United States solely for the generation 
of power, and such other property of the United States as shall be required in 
connection with the development or use of such municipal water system. The 
said Secretary of the Interior shall report his findings and recommendations to 
the Congress of the United States as soon as possible, but not later than March 1, 
1956: Provided, That in making his report the said Secretary of the Interior shall 
recommend a formula governing the charges to be made for any such conveyance. 

Page 13, line 1, renumber ‘“‘Sec. 12.” as “Src. 14.” 

Page 13, line 13, renumber “Sec. 13.” as ‘Sec. 15.” 

Page 14, line 3, renumber “Sec. 14.” as “Sec. 16.” 

Page 14, line 10, renumber “Src. 15.” as “Src. 17.” 

H. R. 3383 was introduced by Mr. Aspinall. Similar bills were 
introduced by Messrs. Rogers of Colorado, Dawson of Utah and 
Fernandez. Twelve days of public hearings on this legislation were 
held by the committee and 6 days of executive sessions were spent in 
marking up the bill. Some 68 witnesses were heard, including Mem- 
bers of the Senate and House of Representatives, Department officials 
and officials of the upper Colorado River Basin States. Testimony 
submitted to the committee during hearings comprises 1,148 pages. 


ComMITTEE’s CONCLUSIONS 


The committee’s conclusions relate only to the units herein recom- 
mended for authorization to meet the initial requirement for river 
regulation and storage and the initial need for participating irrigation 
projects; and units and participating projects not herein recommended 
are without prejudice at such time that consideration is given to 
further needs and requirements. 

The committee concludes that the storage units and participating 
irrigation projects herein recommended for authorization will ac- 
complish the initial requirement in the upper basin for storage for 
river regulation and will meet the most pressing needs for developing 
the upper basin’s land and water resources. The committee has 
given consideration to all participating projects on which planning 
reports have been completed and submitted to Congress. 

The committee concludes that the storage units and participating 
projects herein recommended for authorization together comprise a 
sound and feasible development from both an engineering and eco- 
nomic standpoint. 

The legislative proposals made herein are in general accord with the 
established policy followed by the Congress in connection with Federal 
reclamation projects for the last 50 years. In some respects the pro- 
visions of this bill are more conservative than established policy. The 
repayment required under provisions of this bill is designed to insure 
the concurrent return to the Treasury of expenditures for power, irri- 
gation, municipal and industrial water supply purposes. Expendi- 
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tures for power and municipal and industrial water supply will be 
returned with interest, including interest durimg construction. Ex- 
penditures for irrigation will be returned without interest in equal 
annual installments within 50 vears after the expiration of any author- 
ized development period. After all project costs have been returned, 
many millions of dollars of net annual project revenues will continue 
to flow into the Treasury. 

In the interest of achieving, within each of the upper basin States, 
the fullest practicable consumptive use of the waters of the upper 
Colorado River system, consistent with the apportionment thereof 
among such States, the committee concludes that a priority in plan- 
ning additional consumptive use projects should be given to those 
projects named in the legislation. 

The committee concludes that the authorization of the units and 
participating irrigation projects included herein will not be detri- 
mental in any respect to the rights of Arizona, California, or Nevada 
under the Colorado River compact, the Boulder Canyon Project Act, 
or the Boulder Canyon Project Adjustment Act. The units and proj- 
ects authorized in the bill are designed only to make effective use of a 
part of the 7,500,000 acre-feet of Colorado River water apportioned 
annually to the upper basin. 

To assure that the operation of all works on the river adhere to the 
“law of the river’ the committee has included language in section 
15, which makes it possible for any Colorado River Basin State to 
institute litigation promptly in the Supreme Court of the United 


States, in the event questions arise regarding the legality of the ° 


operation of any of the works authorized in the bill or any other 
works on the river. 

The committee considered whether litigation now pending in the 
Supreme Court of the United States between Arizona and California 
raises any question affecting the advisability or propriety of the 
authorization at this time of the works herein recommended. ‘The 
committee concludes that nothing in such pending litigation warrants 
delay in authorization of the works proposed in the bill. 

The committee recognizes tuat, as the upper basin States put to 
beneficial consumptive use more and more of their apportioned water, 
either by actual use for agricultural or municipal purposes or by 
storage for future use by exchange, the secondary energy, which has 
been available from the Hoover powerplant in the past, will be 
reduced, The committee further recognizes that such reduction in 
secondary energy will reduce the energy available to southern Cali- 
fornia, and particularly to Los Angeles—energy which has been 
exceedingly valuable and which has been purchased at an extremely 
low rate. However, the committee wishes to emphasize that this 
energy has been generated by upper basin water which, since it is not 
being used in the upper basin, has been available to run the turbines 
at Hoover Dam. It has always been understood that upper basin 
utilization of water would end this gratuity. This very fact accounts 
for its classification as secondary or dump power. 

The Hoover Dam power contracts are made upon the expressed 
conditions and with the expressed covenant that the rights of the 
contractors shall be subject to and controlled by the Colorado River 
compact. The committee concludes, therefore, that the reduction of 
power available to southern California is a reduction that has been 
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contemplated and expected since the time of the compact and cannot 
be considered a factor affecting the propriety of authorization at this 
time of the works herein recommended. However, the committee 
understands that during the filling period for Glen Canyon Reservoir, 
the works will be operated not only in accordance with the compact 
but in such a way as will cause as little adverse effect as possible upon 
the power operations at Hoover Dam, considering the expected flow 
conditions and the expected upper basin consumptive use. 

In connection with the measurement of “consumptive use,” the 
evidence showed that the difference in upper basin uses, derived on 
the one hand from the application of the ‘‘diversions-less-returns” 
method and on the other from the application of the “inflow-outflow” 
method, cannot be considered a serious factor when the upper basin 
consumptive use by the storage units and participating projects 
herein authorized, plus consumptive use by projects existing and under 
construction, amount to only 3% million acre-feet annually in compari- 
son with the 7 million acre-feet apportioned the upper basin. _There- 
fore, the committee concludes that existing differences of opinion as 
to which method of measuring consumptive use should prevail have 
no bearing on the consideration of this legislation. The same con- 
clusion is reached in connection with other questions, the answers 
to which depend on interpretation of the pertinent compacts and 
Federal laws, treaties with Indian tribes, and the treaty with the 
United Mexican States. The evidence presented showed that even 
if all the questions so raised were to be resolved against the upper 
basin States, the requirements of the storage units and projects 
authorized by this bill would still not even closely approach the upper 
basin’s legal apportionment. 

The committee concludes that the use of holdover storage reservoirs 
for river regulation was not only contemplated at the time of the 
Colorado River compact but was understood to be necessary in order 
for the upper basin to meet its compact commitments to the lower 
basin. The committee’s conclusions in this connection are supported 
by repeated statements by Hon. Herbert Hoover and other negotiators 
of the compact, which show beyond doubt that river regulation 
through storage is implicit in the compact and that article IIT (e) of 
the Colorado River compact relates only to arbitrary withholding of 
water. 

With respect to the quality of the water, the committee concludes 
that the suggestion that the compact requires the upper division States 
to deliver water of a particular quality is without merit. Neverthe- 
less, the evidence shows that the additional use of water involved in 
the bill will have no marked effect on the quality of the water delivered 
to the lower basin. There may, in fact, be some improvement in 
quality as a result of the development. In this connection; section 
16 of the bill requires the Sec retary to make a complete study of the 
effect on the quality of Colorado River water of transmountain diver- 
sions and other storage and reclamation projects in the basin. The 
Secretary must report the results of this study to the Congress and 
to all the States in the basin. 

The co:smittee received testimony from representatives of the 
private power companies serving the area, from the REA, and from 
others relating to the rapidly expanding demands in the project area 
for electric energy. The committee is convinced that there is a 
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ready market for the electric energy which would be available from 
the power facilities herein authorized. 

_ With respect to agricultural surpluses, the committee concludes that, 
in view of the types of crops involved, the long-range nature of the 
construction program in the upper Colorado River Basin, and the 
anticipated future demands for agricultural products, there is no 
basis for the concern that the projects herein authorized will contribute 
to agricultural surpluses. 


Purpose OF THE BILL 


This legislation would permit orderly development of the land and 
water resources of the upper Colorado River Basin. First, the legis- 
lation would authorize a series of holdover storage reservoirs with 
hydroelectric plants and incidental works. Second, it would authorize 
a number of irrigation projects. Third, it would authorize priority 
in planning for a number of additional irrigation projects. The 
legislation recognizes that the units and projects authorized and the 
additional projects named for planning constitute only an_ initial 
phase of a comprehensive plan for development of the water resources 
apportioned to the upper basin and that the legislation is not intended 
to limit or preclude, in the future, as additional needs are indicated, 
authorization by the Congress of other projects for the use of waters 
apportioned to the upper basin States under the Colorado River 
compact. 

BacKGROUND 


The comprehensive basin plan for developing the land and water 
resources of the upper Colorado River Basin is the direct result of 
many years of thorough investigation by the Bureau of Reclamation 
in cooperation with the States of the upper basin and with other 
Federal agencies and departments of Government. The necessity for 
and the foundation of the overall plan of development of the water 
resources of the upper basin is to be found in the historical, geograph- 
ical, physical, climatic, and ecohomic conditions peculiar to that region. 
The Colorado River is an erratic stream. The periods of high flow 
do not coincide with the periods of greatest demand on its waters. 
Large holdover reservoirs, like Lake Mead behind Hoover Dam which 
stores and regulates water for use in the lower basin, are needed in 
the upper basin for storing water during years of high flow for use dur- 
ing subsequent years of low stream discharges, as well as to serve on 
a seasonal basis. By these large storage reservoirs the flows of the 
river can be equated from year to year and the maximum amount of 
water utilization can be accomplished on a long-term basis. 

The Colorado River compact of 1922 divides the Colorado River 
Basin into two parts, the upper basin, comprising those parts of the 
States of Arizona, Colorado, New Mexico, Utah, and Wyoming— 
within which and from which waters naturally drain into the Colorado River 
system above Lee Ferry, and also all parts of said States located without the 
drainage area of the Colorado River system which are now or shall hereafter be 
beneficially served by waters diverted from the system above Lee Ferry (Colorado 
River compact, art. II (f))— 
and the lower basin, comprising— 


those parts of the States of Arizona, California, Nevada, New Mexico, and Utah 
within and from which waters naturally drain into the Colorado River system 
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below Lee Ferry, and also all parts of said States located-without the drainage 
area of the Colorado River system which are now or shall hereafter be beneficially 


served by waters diverted from the system below Lee Ferry (Colorado River 
compact, art. II (g)). 


Article III (a) of the compact apportions to each basin in per- 
petuity— 


the exclusive beneficial consumptive use of 7,500,000 acre-feet of water per 
annum * * * 


Article III (d) of the compact provides that the— 


States of the upper division will not cause the flow of the river at Lee Ferry 
to be depleted below an aggregate of 75 million acre-feet for any period of 10 


consecutive years * * * 

The Colorado River compact and the Boulder Canyon Project Act 
(45 Stat. 1057) became effective in 1929 upon ratification of the com- 
pact by all States other than Arizona, the enactment of the California 
Limitation Act, and proclamation by the President. 

The upper Colorado River Basin compact of 1948 apportions among 
the States of Arizona, Colorado, New Mexico, Utah, and Wyoming 
the consumptive use of waters apportioned to the upper basin by the 
Colorado River compact of 1922. 

After the Colorado River compact and the Boulder Canyon Project 
Act became effective, lower basin development proceeded at a rapid 
pace with construction of the Hoover Dam and the Boulder Canyon 
project, Parker Dam, Davis Dam, and other works. Large popula- 
tions in cities such as Los Angeles and San Diego, and extensive agri- 
cultural areas served by the Imperial Irrigation District, the Palo 
Verde District, and others have created expanding uses of the waters 
of the Colorado River for domestic, industrial, and agricultural 
purposes. 

Development in the upper basin States of the water resources appor- 
tioned to that area by the original compact has been retarded while a 
comprehensive plan for the most efficient use of the upper basin’s 
share of the water has been in preparation, while the investigation 
and selection of the best dam sites has been underway, and while en- 
gineering and economic problems have been considered. Completion 
of the upper Colorado River Basin compact in 1948 has permitted the 
formulation of the comprehensive basin plan mentioned above whereby 
the upper basin States could eventually use all the water of the Colo- 
rado River system allotted to them. Under this plan, sufficient hold- 
over storage capacity would be provided in the upper basin to enable 
it to meet its commitment to the lower basin required by the Colorado 
River compact of 1922 and at the same time permit the upper basin 
States to make full use of their apportioned share of the water. 

The upper basin comprises an area of some 110,000 square miles. 
On its fringes lie such large centers of population as Denver, Salt Lake 
City, and Albuquerque, each of which hea experienced rapid growth 
in recent years and each of which anticipates additional significant 
growth, with an ever-increasing and urgent need for water and power. 
Growth within the basin itself has been rapid during recent years. 
The upper basin proper has been primarily an agricultural area; 
however, it contains valuable mineral resources which are becoming 
more important to our national welfare and economy. The mineral 
resources in the upper basin include uranium, vanadium, iron, coal, 
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oil, oil shale, phosphates, and other metals and minerals. Intensified 
development of mineral resources and other industrial expansion in 
the area in recent years, and the increased population as a result 
thereof, have taxed to the extreme the municipal and industrial water 
supply facilities in many localities. The demand for municipal and 
industrial water in the project area is increasing rapidly. The Colo- 
rado River is the last water resource available in many parts of the 
area to supply additional water for municipal and industrial purposes, 
The future growth and development of the municipalities and their 
industries is therefore dependent to a large extent upon this compre- 
hensive basin plan. The area stands on the ve rge of great industrial 
growth, with consequent increase in need for water for domestic, 
industrial, and agricultural purposes as well as for power. 

Testimony given to the committee by representatives of all the 
upper Colorado River Basin States left no doubt that the future of 
those States is dependent upon the plan which would be initiated by 
this legislation or one similar thereto. This plan would make possible 
the utilization of the area’s abundant natural resources and enrich 
the economy of the area and the Nation. Without it, development of 
these resources will be hampered and growth will be slow. 


PLAN OF DEVELOPMENT 


The initial phase of the comprehensive plan to develop the land 
and water resources of the upper Colorado River Basin, both in terms 
of storage units and irrigation projects, would be authorized by this 
legislation. The storage provided with the consequent river regula- 
tion would permit the de ‘velopme nt of irrigation projects to go forward 
in an orderly manner. The initial irrigation projects would result in 
the irrigation of about 132,000 acres of new land and a supplemental 
water supply for an additional 234,000 acres, as indicated in table 1 
A great new source of hydroelectric power would be provided to meet 
the need of the expanding economy of the area. In conjunction with 
the reclamation projects, municipal and industrial water would be 
furnished to many towns and cities. In addition, the plan would 
create new recreational facilities and substantial benefits to fish and 
wildlife. 

The storage units which would be authorized are Flaming Gorge, 
Navajo, and Glen Canyon. In addition, the Curecanti unit would be 
authorized subject to a finding of feasibility and report to Congress. 
The irrigation projects, referred to as participating projects, which 
would be authorized are: Central Utah (initial phase), Emery County, 
Florida, Hammond, La Barge, Lyman, Paonia (including the Min- 
nesota unit), Pine River Extension, Seedskadee, Silt, and Smith Fork. 
A brief description of these storage units and participating projects 
follows: 

STORAGE UNITS 
Curecanti (modified plan) 

The Curecanti unit would consist of a reservoir on the Gunnison 
River formed by the Blue Mesa Dam below the town of Gunnison, 
Colo., and of three downstream reservoirs respectively referred to as 
the Narrow Gauge, Morrow Point, and Crystal Reservoirs. The bill 
limits the water-surface elevation of the reservoir formed by Blue 
Mesa Dam to 7,520 feet. At this water-surface elevation, the ca- 
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pacity of the reservoir is estimated at 940,000 acre-feet. The three 
downstream reservoirs would be primarily for the development of 
power head with only nominal active storage capacities. Sufficient 
active capacity would be provided at the Morrow Point site for some 
seasonal regulation of stream inflows below Blue Mesa Dam. 
Flaming Gorge 

The principal feature of the Flaming Gorge unit is the dam, which 
will be located on the Green River in Utah, about 32 miles north of 
Vernal, and which would be a concrete, gravity-type structure rising 
440 feet above the river. Flaming Gorge Reservoir formed by the 
dam would have a total capacity of 3,940,000 acre-feet. The power- 
plant at the dam would have a capacity of 72,000 kilowatts. 
Navajo 

The Navajo Dam would be located on the San Juan River in north- 
western New Mexico about 34 miles east of the town of Farmington. 
The dam would be a rolled, earth-filled embankment rising 335 feet 
above streambed. Navajo Reservoir would have a total capacity 
of 1,450,000 acre-feet. The dam and reservoir will provide for gravity 
diversion for white and Indian lands to be irrigated under the Navajo 
project. Also, in connection with the San Juan-Chama project, the 
reservoir would constitute a source of supply for downstream irriga- 
tion users in exchange for natural flow diverted upstream. 
Glen Canyon 


The Glen Canyon Dam would be located on the Colorado River in 
northern Arizona, about 13 miles downstream from the Utah-Arizona 
State line and 15 miles upstream from Lee Ferry—the division point 
between the lower and upper basins. It would be a concrete, curved, 
gravity-type structure rising 700 feet above bedrock. The reservoir, 
with a total capacity of 26 million acre-feet, would provide final 
regulation for deliveries to the lower basin under the Colorado River 
compact. The powerplant would be located near the toe of the dam. 
[t would have a total installed capacity of 800,000 kilowatts, 


PARTICIPATING PROJECTS 
Central Utah 

The, Central Utah project (initial phase) is located in the eastern 
Bonneville Basin in central Utah and in the Uinta Basin, part of the 
Colorado River Basin in northeastern Utah. The plan would include 
construction of the Strawberry aqueduct along the south slope of the 
Uinta Mountains for intercepting Uinta Basin streams as far east as 
Rock Creek, enlargement of the Strawberry Reservoir by construction 
of the Soldier Creek Dam, enlargement of the Strawberry Reservoir 
outlet tunnel, construction of 5 powerplants with a combined gener- 
ating capacity of 61,000 kilowatts, and construction of a number of 
other reservoirs for regulation, storage, and water exchanges. The 
Wasatch aqueduct, canals, and distribution system would be con- 
structed as necessary to deliver and utilize the increased water 
supply. Drainage would be provided where necessary. The project 
would irrigate about 28,540 acres of new land. It would also supply 
supplemental water for about 131,840 acres and furnish 48,800 acre- 
feet of municipal water. 
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Emery County 


The Emery County project is located in east-central Utah along 
the San Rafael River. The project works would include a dam and 
reservoir, a diversion dam, a canal, and laterals and drains. The 
project would irrigate about 3,630 acres of new land and furnish 
supplemental water for about 20,450 acres. 


Florida 


The Florida project is in southwestern Colorado, in the Florida 
River Valley. Project works would include a dam and reservoir, a 
diversion dam, enlargement and extension of existing canal, and dis- 
tribution laterals and drains. The project would irrigate about 
6,300 acres of new land and furnish supplemental water to about 
12,650 acres. 

Hammond 


The Hammond project is in northwestern New Mexico along the 
San Juan River. The project works would include a diversion dam, a 
canal, and distribution laterals and drains. The project would irrigate 
about 3,670 acres of new land. 


LaBarge 

The LaBarge project is in southwestern Wyoming in the upper end 
of the Colorado River Basin. It extends approximately 40 miles along 
the west side of Green River. Project works would include a diversion 
dam, a conveyance canal, and distribution laterals. About 7,970 
acres of new land would be irrigated by this project. 
Lyman 

The Lyman project is in southwestern Wyoming, just above the 
Utah-Wyoming State line. It lies along Blacks Fork, a tributary of 
the Green River. Project works include a reservoir, conveyance 
canals, and drainage facilities. Supplemental water would be fur- 
nished to about 40,600 acres. 
Paonia 

The Paonia project is located in west-central Colorado on the North 
Fork of the Gunnison River. This project has been previously author- 
ized and is partially constructed. It would, however, be extended by 
this reauthorization. The project works include a dam and reservoir, 
canals, and siphon. As reauthorized, the area to be served would 
include 17,040 acres, of which 2,210 would be new land and 14,830 
acres would be furnished supplemental water. 
Pine River extension 

The Pine River extension is in southwestern Colorado and north- 
western New Mexico, on Pine River, 20 miles east of Durango, Colo. 
The project works include a diversion dam, the enlargement and exten- 
sion of canals, and a number of distribution laterals. The project would 
irrigate about 15,150 acres of new land. Storage water is to be ob- 
tained from existing Vallecito Dam and Reservoir on Pine River. 
Seedskadee 


The Seedskadee project is in southwestern Wyoming along the Green 
River below the LaBarge project. Project works would include a 
diversion dam, conveyance canals, and distribution laterals. About 
60,720 acres of new land would be irrigated by the project. 
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Silt 

The Silt project is located in west-central Colorado between Rifle 
and Elk Creeks. The project works include a dam, and reservoir 
pumping system, rehabilitation of existing canal, and construction of 
some new laterals and drains. The project would irrigate about 1,900 


acres of new land and would furnish supplemental water for about 
5,400 acres. 


Smith Fork 


The Smith Fork project is located in west-central Colorado along 
Smith Fork, a tributary of the Gunnison River. The project works 
would include a dam and reservoir, diversion dam, canals, and laterals. 
The project would irrigate about 2,270 acres of new land and furnish 
supplemental water for about 8,160 acres, 


FInaNnciIAL ASPECTS 


The plan for the Colorado River storage project and alae ess 
projects is financially sound. It has been subjected to the most rigi 
economic and financial requirements. The construction costs, the cost 
allocations, and the repayment data for the units and participating 
projects recommended for authorization in the bill are summarized in 
table 1. The bill authorizes the appropriation of $760 million. This 
compares with $950 million recommended by the administration. 
By letter dated June 21, 1955, Acting Secretary of the Treasury 
Burgess advised the Committee Chairman as follows: 

The President has of course recommended legislation authorizing the Colorado 
River storage project. Details worked out by the Bureau of the Budget and the 
Department of the Interior, however, contemplated an authorization limited to 
units requiring expenditures of $950 million, whereas S. 500 contemplates units 
calling for expenditures amounting to over $1,650 million. 

While we realize that in time the initial units added to the proposal by the 
Senate may be justified, and that the participating projects added to the proposal 
by the Senate would not be begun unti! the Secretary of the Interior has reexam- 
ined their economic justification and had certified to the Congress that the 
benefits of each project would exceed the cost, we feel that it is highly desirable to 
limit the authorization to the $950 million proposed by the administration. In 
view of the importance of bringing the budget into balance, the Congress should 
retain the greatest measure of control over authorizations for new expenditures, 
and by limiting the present proposal to units presently justified the Congress will 
be in a position to review the program as it develops. 

The total construction cost of the initial units and participating 
projects recommended for authorization is estimated by the Depart- 
ment at $901.7 million. This includes about $7.3 million for the 
authorized Eden project now nearing completion and about $2 million 
already expended on the Paonia project under a previous authorization; 
rl. * . . . . 
rhis cost also includes a transmission system necessary to deliver 
electrical energy to power market centers. If arrangements are worked 
out between the Department and the private utilities serving the 
area whereby the Federal Government constructs only the intercon- 
necting trunkline and the remainder of the system is constructed by 
the private utilities, the construction cost would be considerably 
reduced as would the purchase price for the project power and energy. 

Only about $8.2 million, or less than 1 percent, of the total cost is 
nonreimbursable for flood control, fish and wildlife, and recreation. 
rly . . . . . 

The remainder of over 99 percent is allocated to irrigation, power, and 
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municipal water supply as follows: $331.6 million to irrigation, $510.9 
million to power, and $45.5 million to municipal water supply. 

The committee reduced by 10 percent the above construction cost 
estimates and cost allocations of the Department in establishing the 
amount authorized to be appropriated. Testimony given the com- 
mittee indicates that there has been some reduction in price levels 
applicable to the type of construction herein involved and that recent 
bids from contractors have consistently been below the engineers’ 
estimates. This testimony, plus evidence that the amount included 
in the Department’s estimates for overhead and contingencies is high, 
contributed to this action by the committee reducing the Depart- 
ment’s estimated costs by 10 percent. The committee has not 
included funds for construction of the Curecanti unit as the Depart- 
ment is presently studving a modified plan for this unit and a report 
demonstrating its feasibility must. be submitted to the Congress. It 
is the committee’s view that funds should be authorized at the time 
the report is submitted to the Congress. The funds for the construc- 
tion of the Eden project have previously been authorized to be 
appropriated and therefore no funds for the Eden project are included. 
Also, the amount previously authorized and expended on the Paonia 
project is not included. The committee included funds for units and 
projects totaling $758.8 million, as shown in table 1. The figure 
was rounded to $760 million in establishing the amount authorized 
to be appropriated. 

The entire amount for power and municipal water supply of about 
$463.7 million, on the basis of the committee’s figures, would be re- 
turned to the United States Treasury with interest not only on the 
investment but also with interest accruing during the construction 
period. While the amount for irrigation in the bill of about $282.8 
million does not bear interest, pursuant to the 50-vear-old principle 
of reclamation law, this amount would be returned, under the pro- 
visions of the bill, in equal annual installments in 50 years plus any 
development period authorized. In recognition of the many indirect 
benefits that accrue to those living in the vicinity or on the irrigation 
projects, the indirect beneficiaries in the immediate area would aid 
in the repayment of irrigation costs through an ad valorem tax. 

In a 50-year period following the last power installation, net power 
revenues from the power fac ‘ilities herein authorized are estimated at 
$1,075 million. Irrigation revenues in 50 years from the irrigation 
projects herein authorized are estimated at $36.6 million. The $1,075 
million from power revenues would be sufficient to pay the power 
investment of $422.7 million, interest on the power investment of about 
$320 million to the Federal Treasury, the necessary financial assistance 
to irrigation of $246.2 million ($282.8 million minus $36.6 million) 
and leave a surplus at the end of the period of about $86 million. 
Municipal water revenues would be sufficient to repay the municipal 
water ellocation with interest including interest during construction. 

After the project has been completely repaid, the net power revenues 
amounting to from $15 million to $20 million annually for the units 
herein authorized will continue to flow into the Treasury. Over the 
long run, these additional revenues will more than offset the cost to 
the Federal Government resulting from interest-free financing for the 
irrigation investment. Thus, it is evident that the repayment plan 
is sound and that repayment is in accordance with the normal pro- 
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cedure for reclamation projects. It appears that the returns from 
the units herein authorized would, in the long run, be an asset purely 
from a financial standpoint, to say nothing of the tremendous returns 
to the economic well-being of the Nation in terms of increased wealth, 
broadened tax base, new farms and homes, etc. In this connection, 
the Hoover Commission, in its recent report on water resources and 
power, made this comment: 

The justification for Federal interest in irrigation is not solely to provide land 
for farmers or to increase food supply. These new farm areas inevitably create 
villages and towns whose populations thrive from furnishing supplies to the farmer, 
marketing his crops, and from the industries which grow around these areas. The 
economy of seven important cities of the West had its base in irrigation— Denver, 
Salt Lake City, Phoenix, Spokane, Boise, E] Paso, Fresno, and Yakima. Indeed 
these new centers of productivity send waves of economic improvement to the 
far borders, like a pebble thrown into a pond. Through irrigation, man has been 
able to build a stable civilization in an area that might otherwise have been open 
only to intermittent exploitation. 

The average project cost per acre for the lands to be irrigated ranges 
from $190 per acre to $715 per acre. ‘These per-acre costs are not 
unusually high for reclamation projects being planned today. The 
good projects, from the standpoint of cost, have been constructed. 
The justification for these per-acre expenditures lies in the returns 
from the development over the years and not on the market value of 
the land after it is irrigated. Although there is a relationship between 
the direct benefits resulting from irrigation and the increased value 
of the land, this cannot be used as a measure of project justification. 
Project justification is measured by comparing, over the economic life, 
the increased annual benefits or effects, direct and indirect, resulting 
from construction of the projects with the annual cost of such con- 


struction. All the participating trigation projects herein recom- 
mended are justified on this basis. To speak in terms of cost without 
considering the resulting returns is meaningless. For instance, the 
Central Utah project, which has a per-acre cost almost 4 times as 
high as the LaBarge project, has about the same benefit-cost ratio. 
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RELATIONSHIP OF PrRogecT TO AGRICULTURAL SURPLUSES 


One argument that has been made against the Colorado River 
storage project and participating projects is that, in view of present 
farm surpluses, it would be unwise to bring additional lands into 
production at this time. For the most part the crops which would 
be produced on the irrigation projects in the upper Colorado Basin are 
either not in the surplus category or they are for local feeding of live- 
stock, and therefore they do not contribute to farm surpluses. Also, 
the construction of these irrigation projects is a long-range program 
and this must be kept in mind if the projects are considered in terms of 
their relationship to the problem of farm surpluses. 

This problem of unbalanced agricultural production or surpluses 
is one of the least understood problems now facing the United States. 
Most people do not understand that the existing unbalanced situation 
is of short duration and that in a matter of a very few vears demands 
will overcome surpluses. In this connection, we should keep several 
pertinent facts in mind. The population of the United States is 
around 162 million and is increasing at a rate of nearly 3 million per 
year. Most authorities agree that by 1975 our population will be above 
200 million persons with some estimates running as high as 220 
million. If we continue our present diet, and it is expected to improve, 
we will need an equivalent of production from an additional 6 to 74, 
million acres each year, and by 1975 we will need at least 20 to 30 
million acres of new cropland, allowing for a continuing increase in 
crop yields per acre as a result of improved farming methods and 
research. While our demands are thus increasing rapidly, we are 
losing about 1.4 million acres a year through use of land for highways, 
airports, reservoirs, expanding cities, soil erosion and other nonproduc- 
tive activities. Keeping these facts in mind, it may be expected that 
agricultural production may be brought in balance in a very few years 
and we must adopt vigorous measures if serious shortages are to be 
avoided. 

In view of the types of crops involved, the long-range nature of 
the construction program in the upper Colorado River Basin, and the 
anticipated future demands for agricultural products, the committee 
concludes there is no basis for the concern that the projects herein 
recommended will contribute to agricultural surpluses. 


ProposaLt OF THE Private Powrer ComMPANIES 


The committee finds that this project is unique in that there is no 
public versus private power controversy involved. Representatives 
of the 10 private power companies operating in the area presented 
testimony before the committee indic ‘ating their desire to cooperate 
with the Federal Government in the transmission and marketing of 
electric power and energy from the Colorado River storage project. 
Their proposal provides essentially that the Secretary construct the 
backbone transmission lines connecting major powerplants of the 
project and that use be made of the existing systems of the companies 
and additions thereto to market the power. The companies assured 
the committee of their willingness to serve preference customers either 
through wheeling or through resales with appropriate safeguards to 
protect the rights and interests of the preference customers, and of the 
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desire of the private utilities of the area to purchase power in excess of 
that taken by preference customers. 

The proposal by the power companies seemed entirely reasonable to 
the committee. The proposal is consistent with the policy expressed 
by the Congress for many years in appropriation acts and elsewhere 
whereby the Federal Government builds the basic backbone trans- 
mission system and distribution is made through existing systems 
where satisfactory arrangements can be worked out. The ‘procedure 
proposed is similar to that which has worked very satisfactorily for the 
Central Valley project. 

The Department of the Interior advised the committee that it was 
sympathetic to the private power companies’ proposal and indicated 
that the suggestions would be given studied consideration if the project 
were authorized, Therefore, ‘the committee expects the proposal by 
the private power companies for cooperation in the development to 
be carefully considered by the Department of the Interior and the 
electric power and energy of the project to be marketed, so far as 
possible, through the facilities of the electric utilities operating in the 
area, provided, of course, that the power preference laws are complied 
with and project repayment and consumer power rates are not ad- 
versely affected, 

ANALYSIS OF THE LEGISLATION 


Section 1 of the bill sets out the purpose of the legislation and the 
units and projects which would be authorized for construction. With 
respect to the Curecanti storage unit, the water surface is limited to 
a certain elevation and construction is contingent upon certification 
by the Secretary to the Congress and to the President as to its economic 
justification, 

Section 2 lists by name additional participating projects which shall 
be given priority in planning by the Secretary. 

Section 3 recognizes that the units authorized and the additional 
projects named for planning constitute only an initial phase of a com- 
prehensive plan and that the legislation is not intended to limit or 
preclude additional authorizations of other projects in the future. 

Section 4 requires that the construction, operation, and mainte- 
nance of the works authorized be in accordance with Federal reclama- 
tion laws except as otherwise provided in the bill. Existing reclama- 
tion laws are supplemented for this project in a proviso (a) requiring 
that irrigation repayment contracts, except as provided in other 
legislation for the Paonia and Eden projects, not exceed 50 vears, 
exclusive of development period; (6) requiring tha irrigation repay- 
ment contracts be made with a conservancy type irrigation district 
prior to construction of irrigation distribution facilities, except where 
a substantial portion of the lands are owned by the United States, 
in which cases the delivery of water rather than the construction will 
he contingent upon the completion of contract; (¢) making inapplicable 
that part of reclamation law which appears to give irrigation water 
priority over municipal water, and thus making this legislation con- 
sistent with most State constitutions which give preference to the 
use of water for domestic purposes; and (d) making the payment of 
construction costs (which are within the capability of the land to 
repay) covering Indian lands subject to the Leavitt Act 
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Section 5 authorizes a separate fund for the project and explains 
the operation of the fund. The fund would be credited with all 
appropriations for the project and all revenues collected from the 
project. Revenues in excess of operating needs would be paid an- 
nually to the Federal Treasury to (a) return with interest the cost 
of each unit, participating project or any separable feature thereof, 
which are allocated to commercial power or to municipal water supply 
within a period not exceeding 50 years, in the case of municipal water 
features, and within a period not exceeding the economic life, in the 
case of power features; (6) return without interest in equal annual 
installments the cost of each unit, participating project or separable 
feature allocated to irrigation within a period not exceeding 50 years 
exclusive of development period, except in the cases of the Paonia 
project and of the Indian lands in which cases the repayment period 
would be consistent with other provisions of law applicable thereto. 
The interest rate would be determined by the Secretary of the Treas- 
ury as of the time appropriation is made for initiating construction. 
The formula for determining the rate is designed to give a rate approx- 
imately equal to the cost of money to the United States on its long- 
term public debt obligations. This section also requires that business 
type budgets be submitted to the Congress annually covering all 
operations financed by the basin fund. 

Section 6 requires that the Secretary make an allocation of cost for 
each unit or project upon its completion and submit a report to the 
Congress each fiscal year upon the status of revenues from and the 
cost of constructing, operating, and maintaining the Colorado River 
storage project and participating projects. 

Section 7 provides that the hydroelectric powerplants be operated 
so as to produce the greatest amount of power and energy that can be 
sold at firm power and energy rates without, however, impairing the 
use of water for domestic or agricultural purposes and without affecting 
or interfering with the operation of any provision of the Colorado 
River compact, the upper Colorado River Basin compact, the Boulder 
Canyon Project Act or the Boulder Canyon Project Adjustment Act. 
All Colorado River Basin States are on the same basis with respect 
to acquiring electric power and energy from the project. 

Section 8 authorizes the Secretary of the Interior to plan, construct, 
and operate public recreational facilities on lands withdrawn or 
acquired for the development of the project and facilities to mitigate 
the losses of and improve conditions for the propagation of fish and 
wildlife. The Secretary is authorized to acquire or to withdraw lands 
necessary for the construction and operation of these recreational and 
fish facilities and to dispose of the lands to Federal, State, or local 
governmental agencies upon conditions which will best promote their 
development and operation in the public interest. All costs incurred 
for recreational and fish and wildlife purposes would be nonreim- 
bursable under the provisions of this section. 

Section 9 simply provides that nothing in the act shall be construed 
to alter, amend, repeal, interpret, modify, or be in conflict with any 
provisions of the compacts and acts which comprise the so-called law 
of the river. 

Section 10 provides that expenditures for units of the storage 
— may be made without regard to the requirement of the Interior 

epartment Appropriation Act of 1954, which is now permanent 
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legislation and which provides that there be no expenditure for initia- 
tion of construction of any dam or reservoir or other works related 
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thereto until the Secretary of the Interior has certified to the Congress 
that an adequate soil survey and land classification have been made 
and the lands to be irrigated are susceptible to the production of 
agricultural crops by means of irrigation, or that the successful irri- 
gability of these lands and their susceptibility to sustained production 
of agricultural crops by means of irrigation has been demonstrated 
The application of the certification requirement to the 
storage units would be impossible of accomplishment. By regulation 
of the flows of the rivers, these storage reservoirs benefit all the lands 
of the upper basin including those to be irrigated in the future. The 
requirement that each of the participating projects comply with the 
certification requirement meets the objective of this provision in law 
which objective is to prevent construction of irrigation works prior 
to assurance that they can be used. 

Section 11 expresses the sense of the Congress that the construction 
of the projects authorized should proceed as rapidly as would be 
consistent with budgetary requirements and the economic needs of 


in practice. 


the Nation. 


Section 12 authorizes the appropriation of funds necessary to carry 
out the purposes of the bill. 
Section 13 directs the Secretary of the Interior to negotiate with 
the city and county of Denver, Colo., or an 
legal subdivision of the State of Colorado, with 
to such municipalities of water rights and other Federal property 
acquired by the United States solely for the generation of power. 

Section 14 requires that the Secretary, in planning additional de- 
velopments in the upper basin, give consideration to achievement 
within each of the upper basin States of the fullest practicable con- 
sumptive use of the waters apportioned each State. 

Section 15 directs the Secretary of the Interior to operate the facili- 
ties authorized in the bill in compliance with the compacts and acts 
which comprise the so-called law of the river, and permits any State 
of the Colorado River Basin, in the event the Secretary fails to so 
comply, to maintain an action in the Supreme Court of the United 
States and gives consent to the joinder of the United States as a party 


in such suit. 


other municipality or 
respect to conveyance 


Section 16 directs the Secretary of the Interior to undertake studies 
and make a report to the Congress and to the States of the Colorado 
River Basin upon the effect on the quality of Colorado River water 
of all transmountain diversions and all other storage and reclamation 
projects in the Colorado River Basin. 


Section 17 defines certain terms used in the legislation. 


DepaRTMENTS’ REPORTS 


The project planning report of the Department of the Interior on 


the Colorado River storage project and participating projects has been 
transmitted to the Congress and is set forth in House Document 364, 
83d Congress. This report includes the report of the Commissioner of 
Reclamation and the views and recommendations of the Colorado 
River Basin States, other interested Federal agencies, and the Bureau 


of the Budget. 


legislation follows: 


74009°—57 H. Rept., 84-1, vol. 3-——118 


The report of the Department of the Interior on the 
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Unirep Srates DerartMENT oF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., March 8, 1955. 
Hon. Cratr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: A report has been requested from this Department on 
H. R. 3383, a bill to authorize the Secretary of the Interior to construct, operate, 
and maintain the Colorado River storage project and participating projects, and 
for other purposes. You have also requested that we comment on H. R. 270, 
H. R. 2836, and H. R. 3384 to the extent to which they differ from H. R. 3383. 

In his address to the Congress on the state of the Union, President Eisenhower 
said (H. Doc. No. 1, 84th Cong., p. 8): 

“* * * the Federal Government must shoulder its partnership obliga- 
tions by undertaking projects of such complexity and size that their success 
requires Federal development. In keeping with this principle I again urge the 
Congress to approve the development of the upper Colorado River Basin to 
conserve and assure better use of precious Water essential to the future of the 
West.”’ 

Likewise in his budget message (H. Doe. No. 16, 84th Cong., p. M65) the 
President said: 

“TI also recommend enactment of legislation authorizing the Bureau of Recla- 
mation to undertake construction of two comprehensive river-basin improvements 
Which are beyond the capacity of local initiative, public or private, but which 
are needed fer irrigation, power, flood control and municipal and industrial water 
supply. These are the upper Colorado River Basin development in the States 
of Colorado, Utah, Wyoming, Arizona, and New Mexico, and the Fryingpan- 
Arkansas development in Colorado. The Colorado River development. will 
enable the upper basin States to conserve floodwaters and to assure the availability 
of water and power necessary for the economic growth of the region. * * * Sale 
of power generated at these developments will repay the power investment within 
50 vears and will make a contribution toward repayment of other investments.” 

In the budget itself it was pointed out (p. 830) that the administration proposes 
to initiate construction of the Colorado River storage project during the next 
fiscal vear if it is authorized and that the budget includes an item for funds to be 
requested for this purpose. 

The substance of our views on the proper contents of a bill to implement the 
President’s recommendation and particularly on those projects and units which 
should be covered in the initial legislation is contained in the draft of bill which 
was developed by the Bureau of the Budget in collaboration with this Department 
and submitted to your committee on April 1, 1954, in connection with H. R. 
4449, 83d Congress, a predecessor of the present H. R. 3383. 

We recommend that H. R. 3383 be examined in the light of the proposal there 
made and in the light of the two letters dated March 18, 1954, from the Director 
of the Bureau of the Budget to the Senate Committee on Interior and Insular 
Affairs and to this Department which are reprinted in Senate Report No. 1983, 
83d Congress, and that, with suitable amendments, H. R. 3383 be enacted. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of the above report to your committee. That office, however, has not 
yet had an opportunity to consider the attached comparative analysis of H. R. 
3383, H. R. 270, H. R. 2836, and H. R. 3384. The comments made therein 
must not, for this reason, be regarded as representing any commitment with respect 
to their conformity to the program of the President. 

Sincerely yours, 


* * * 


Frep G. AANDARL, 
Assistant Secretary of the Interior. 


CoMPARATIVE ANatysis or H. R. 3383, H. R 270, H. R. 2836, ann H. R. 3384, 
84TH CONGRESS 
Storage project uniis name ! 
H. R. 3383: Curecanti, Echo Park, Flaming Gorge, Glen Canyon. 
H. R. 270: Adds Cross Mountain and Navajo to above 
H. R. 2836: Same as H. R. 270. 
H. R. 3384: Adds Juniper and Navajo to those covered in H. R. 3383. 
Comment: The Department of the Interior recommends that only Glen Ca»- 
yon and Echo Park be authorized as storage units at this time. 
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Participating projects named 


H. R. 3383: Central Utah (initial phase), Emory County, Fla., Hammond, 
La Barge, Lyman, Paonia (new works), Pine River extension, Seedskadee, Silt, 
Smith Fork, San Juan-Chama, Navajo. 

H. R. 270: Adds Gooseberry to above 

H. R. 2836: Same as H. R. 270. 

H. R. 3384: Adds Gooseberry, Parshall, Troublesome, Rabbit Ear, Eagle 
Divide, Woody Creek, West Divide, Bluestone, Battlement Mesa, Tomichi 
Creek, East River, Ohio Creek, Fruitland Mesa, Bostwick Park, Grand Mesa, 
Dallas Creek, Savory-Pot Hook, Dolores, Fruit Growers extension, Elkhorn, 
Kendall to those named in H. R. 3383. 

Comment: Department of the Interior recommends that the projects covered 
be limited to the 11 listed in the administration bill submitted to the committee 
on April 1, 1954, viz, central Utah (initial phase), Emory County, Fla., Hammond, 
La Barge, Lyman, Paonia (new works), Pine River extension, Seedskadee, 
Silt, and Smith Fork. 

Exctent of authorization 


H. R. 3383: Echo Park, Glen Canyon, and Flaming Gorge fully authorized; 
Curecanti subject to certification, on basis of further engineering and economic 
investigations, that its benefits will exceed its costs. All participating projects 
except San Juan-Chama and Navajo fully authorized; San Juan-Chama and Na- 
vajo subject to submission of coordinated reports to States under Flood Control 
Act of 1944 and to approval of and authorization by the Congress 

H. R. 270: Same as H. R. 3383 for storage units, All participating projects 
subject to reexamination by Secretary of the Interior with respect to their eco- 
nomic justification and to certification by him that their benefits will exceed 
their costs and that they meet reimbursement requirements of bill. Estimates 
of direct agricultural benefits to be made after consultation with Secretary of 
Agriculture. Provisions with respect to San Juan-Chama and Navajo substan- 
tially same as in H. R. 3383. 

H. R. 2836: Virtually identical with H. R. 270. 

H. R. 3384: Same as H. R. 3383 for storage units. Virtually the same as 
H. R. 270 for participating projects named in that bill but with respect to the 
other participating projects not named therein requires submission of planning 
reports to States under Flood Control Act of 1944 and authorization by Congress. 

Comment: The administration bill submitted to the committee on April 1, 
1954, provided that authority to construct the participating projects named in 
it should not become effective until the Secretary of the Interior had reexamined 
their economic justifieation (his appraisal of the direct agricultural benefits to 
be made in cooperation with the Secretary of Agriculture) and had certified to 
the Congress that their benefits exceeded their costs. We adhere to the prin- 
ciples of the bill and, as has been said before, to the list of projects named therein. 
As among the four bills now before the committee, we prefer the provisions of 
H. R. 270, H. R. 2836, and H. R. 3384 with respect to actions to be taken prior 
to construction of participating projects to those of H. R. 3383 on this point. 


Repayment 


H. R, 3383: Irrigation allocations to be returned to Treasury in equal annual 
a 


installments over a period of not more than 50 years (exclusive of development 
period) from completion of each unit, participating project, or separable feature 
thereof. Municipal water allocation to be returned to Treasury with interest 
ever a period of not more than 50 years from completion of each unit, participating 
project, or separable feature thereof. Commercial power allocation to be re- 
turned to Treasury with interest over expeeted economic life of unit, partici- 
pating project, or separable feature or within 100 years, whichever is shorter. 

H. R. 270: Irrigation, municipal water, and commercial power allocations— 
the latter two with interest—to be returned to the Treasury within not more than 
50 vears plus, in the case of irritation, a development period. 

H. R. 2836: Same as IT. R. 270. 

H. R. 3384: Same as H. R. 270. 

Comment: The provisions of H. R. 270, H. R. 2836, and H. R. 3384 are, in this 
respect, like those of the administration bill of April 1, 1954. We adhere to these 
provisions and recommend that they be substituted for those of H. R. 3383. 
Operation of powerplants 

H. R. 3383: After providing for operation of the powerplants covered by the 
hill in conjunction with other Federal power facilities, the bill provides that no 
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exercise of that authority “shall affect or interfere with the operation of any 
provision of the Colorado River compact, the upper Colorado River Basin com- 
pact, the Boulder Canyon Project Act, the Boulder Canyon Project Adjustment 
Act, or any contract lawfully entered into under said Acts without the consent of 
the other contracting parties.” 

H. R. 270: Same as H. R. 3383 but omits express reference to contracts, 

H. R. 2836: Same as H. R. 270. 

H. R. 3384: Same as H. R. 270. 

Comment: The language of H. R. 3383 with respect to contracts appears to be 
superfluous but is otherwise unobjectionable. 


Appropriability of water used for power purposes 

H. R. 3383: Provides that “Neither the impounding nor the use of water for 
the generation of power and energy at the plants of the Colorado River storage 
project shall preclude or impair the appropriation for domestic or agricultural 
purposes, pursuant to applicable State law, of waters apportioned to the States 
of the upper Colorado River Basin.” 

H. R. 270: Omits the above. 

H. R. 2836: Has provision similar to that of H. R. 270, but extends to all power- 
plants authorized by bill. 

H. R. 3384: Same as H. R. 2836. 

Comment: The provisions of H. R. 3383 are in this respect identical with those 
of the administration bill and are recommended for inclusion in the legislation. 
Unless a great deal of excess storage capacity beyond that provided by Glen 
Canyon and Echo Park is authorized and constructed, the waters impounded in 
these reservoirs will, within a comparatively few vears, be devoted almost entirely 
to fulfilling the obligations of the upper division States with respect to deliveries 
at Lee Ferry for lower basin and Mexican treaty purposes. The generation of 
power will be a byproduct of release for these purposes. Pay-out studies have 
been based upon the assumption that the upper basin depletion of the stream 
contemplated by this provision will occur in any event. 


Soil survey and land classification exemption 


H. R. 3383: Exemption applicable to four storage project units covered in bill. 

H. R. 270: Exemption applicable to five storage projects units covered in bill; 
not applicable to Curecanti. 

H. R. 2836: Same as H. R. 270. 

H. R. 3384: Exemption applicable to four storage project units covered in bill; 
not applicable to Curecanti, Juniper, and Navajo. 

Comment: It is believed that the exemption should be commensurate with 
whatever storage project units are ultimately covered by the bill. 


Authorized appropriations 


H. R. 3383: Limits authorized appropriations to $1,055 million. 

H. R. 270: Omits limitation. 

H. R. 2836: Omits limitation. 

H. R. 3384: Omits limitation. 

Comment: The Department of the Interior would have no objection in this 
case to specifying the amount authorized to be appropriated. If such a limitation 
is spelled out in the bill, as it is in H. R. 3383, the text should make clear, as that 
of H. R. 3383 does not, that the sum specified is for construction costs only and is 
not inclusive of initial operation and maintenance costs. 


Future planning 


H. R. 3383: Section 12 of this bill provides that “In planning the additional 
development necessary to the full consumptive use in the upper basin of the 
waters of the Colorado River system allocated to the upper basin and in planning 
the use of and in using credits from net power revenues available for the purpose 
of assisting in the pay-out of costs of participating projects herein and hereafter 
authorized in the States of Colorado, New Mexico, Utah, and Wyoming, the 
Secretary shall have regard for the achievement within each of such States of 
the fullest practicable consumptive use of the waters of the Upper Colorado 
River system consistent with the apportionment thereof among such States.” 

H. R. 270: Omits above. 

H. R. 2836: Omits above. 

H. R. 3384: Omits above. 

Comment: The Interior Department has no objection to the inclusion of the 
provision of H. R. 3383 quoted above. It would, in any event, seek to achieve 
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the end specified. If this provision is included, however, it suggests that Arizona 
be added to the other States named in the bill since it is an upper basin State 
and is apportioned a small quantity of upper basin water by the upper Colorado 
River Basin compact. 


Litigation and consultation 


H. R. 3383: Provides that the Secretary of the Interior shall, in the storage 
and release of water from reservoirs under his jurisdiction anywhere in the 
Colorado River Basin, ‘comply with the applicable provisions of the Colorado 
River compact, the Boulder Canyon Project Act, the Boulder Canyon Project 
Adjustment Act, and the treaty with the United Mexican States.” Provides 
further that, in the event of his failure so to comply “any State of the Colorado 
River Basin may maintain an action in the Supreme Court of the United States 
to enforce the provisions of this section” and gives the consent of the United 
States to its joinder as a party in any such suit. 

H. R. 270: Directs compliance with the applicable provisions of the documents 
referred to above in the operation and maintenance of all Federal facilities in the 
Colorado River Basin under his jurisdiction. Provides further for consultation 
with an “integrating committee consisting of one representative from each of the 
Colorado River Basin States, one representative of the Colorado River Board of 
California, one representative of the Upper Colorado River Commission, and one 
representative of the United States Section of the International Boundary 
Commission, United States and Mexico” on the storage and release of waters from 
works under his jurisdiction. 

H. R. 2836: Similar to H. R. 270. 

H. R. 3384: Includes provisions similar both to those in H. R. 3383 and to those 
in H. R, 270. 

Comment: (a) Unless extraordinary circumstances so require, it would seem 
unwise to single out the Colorado River for special treatment with respect to 
litigation. Moreover, assuming that the Secretary will be directed (as all of the 
bills provide in various places) to comply with the Colorado River compact and 
related documents, there is no apparent reason for the waiver of the immunity 
of the United States from suit in the Supreme Court. There is ample in the other 
parts of the bills, we believe, on which to found an action against the Secretary 
alone in case he exceeds the authority given him under their terms. But if it is 
the desire of the committee to include such a provision as that contained in H. R. 
3383 and H. R. 3384 on this subject and if it is restricted (as those bills now 
provide) to litigation with respect to the storage and release of water, we will not 
object. We suggest, however, that it be made clear that the waiver runs only 
in favor of a State adversely affected by the storage and release spoken of in order 
to forestall the provisions being looked upon as an open invitation to anyone 
to institute harassing, even though fruitless, litigation at any time it chooses to 
do so. We suggest also that the committee bear in mind that this provision, if 
enacted, will necessarily be read in conjunction with section 208 (c) of the Justice 
Department Appropriation Act, 1953 (66 Stat 549, 560; 43 U.S. C. see. 666) 
and that it is unlikely, therefore, that it will be usable except in quite extraordinary 
circumstances. 

(b) We would have no objection, if the committee wishes to include such in the 
bill that it reports out, to a provision for an “integrating committee” along the 
lines of that set out in H. R. 270 and H. R. 3384. Its creation would not be in 
derogation of the ultimate responsibility of the Secretary of the Interior in the 
management of the works covered by it, but it could assist him in securing the 
advice of representatives of the States concerned and would furnish them with a 
forum in which to discuss and, it is to be hoped, iron out certain, and perhaps 
many, of their problems. The creation of such a committee might well assist its 
members in taking an overall view of the Colorado River and in treating its 
problems as of basinwide importance. It would also be a useful supplement to, 
and would perhaps supplant, the advisory provisions of section 16 of the Boulder 
Canyon Project Act. One of the objects of these provisions was to further “any 
comprehensive plan formulated hereafter for the control, improvement, and 
utilization of the resources of the Colorado River system” and to assure treatment 
of the works authorized by that act “‘as a unit in such control, improvement, and 
utilization * * *.” We have no suggestions to make on the composition of the 
“integrating”? committee. 


Quality of water studies 


H. R. 3383: Directs the Secretary ‘‘to institute studies and to make a report to 
the Congress and to the States of the Colorado River Basin of the effect upon the 
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quality of water of the Colorado River, of all transmountain diversion, of water 
of the Colorado River system and of all other storage and reclamation projects in 
the Colorado River Basin.”’ 

H. R. 270: Omits the above. 

H. R. 2836: Omits the above. 

H. R. 3384: Omits the above. 

Comment: No objection if the committee sees fit to include a provision along 
the lines of that included in H. R. 3383. 


Denver diversions 

H. R. 3383: Omits. 

H. R. 270: Authorizes conveyance to the city of Denver of such lands and water 
rights used or acquired by the United States solely for the generation of power as 
may be required by Denver in connection with the development and use of its 
Blue River project, payment for the value of the rights acquired to be made by 
Denver to the United States. 

H. R. 2836: Same as H. R. 270. 

H. R. 3384: Omits. 

Comment: The terms of the provision in H. R. 270 are such as not to require 
objection from this Department. It should be understood, however, that main- 
tenance of the integrity of the Colorado-Big Thompson project, including fulfill- 
ment of its obligations to western slope water users in Colorado under Senate 
Document 80, 75th Congress, whatever those obligations may be, will be ultimately 
involved in the administration of this provision and that, for this reason, among 
others, no commitment can be made at this time concerning the exercise of the 
authority which its enactment would confer upon this Department. 


CoMMITTEE’s RECOMMENDATION 


The Committee on Interior and Insular Affairs recommends that 
H. R. 3383, as amended, be enacted. 
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MINORITY VIEWS ON H. R. 3383 


A minority of your committee is firmly opposed to the enactment of 
this bill and presents this summary of views in opposition for your 
consideration. 

Individual members of your minority oppose the bill for various 
reasons. Consequently, each signatory does not necessarily adopt all 
objections herein stated. But to facilitate your convenient reading 
of our various views, most of the important reasons why the project 
should not be authorized are combined herein. 

Again, for convenience in reading, opposing arguments are first 
summarized, then discussed in detail. 


Oxssecrions TO Bitt SUMMARIZED 


(1) The $1% billion upper Colorado storage project approved by 
the Senate and the obstensibly smaller House bill are one and the same 
thing. 

In actuality, the project is the nondivisible $1% billion entity 
described in House Document 364 of the 83d Congress. Only seg- 
ments of that entity are contained in the House bill. Although such 
expensive and controversial integral parts of the whole project as 
Echo Park have been deleted from the House bill to make it appear 
palatable, they cannot be deleted from the project. Authorization of 
the initial segments will make mandatory later authorization of the 
remainder so that power revenues can be obtained to help repay the 
investment. 

Like an iceberg, the House bill displays only part of its mass to 
view, but the remaining bulk nevertheless exists and must be reckoned 
with. 

(2) Invasion of Dinosaur National Monument by Echo Park Dam 
and power facilities will be unavoidable if the bill passes. 

(3) The project will damage the Nation’s agricultural economy: 

(a) The project would grow crops already in agricultural surplus. 

(6) The project will service, for the most part, only marginal agri- 
cultural land. 

(ec) When needed, there exists at least 20 million acres of unde- 
veloped land which can be placed in production at a fraction of the 
cost. of acreage serviced by the project. 

(4) The ultimate direct and hidden costs of the project total at 
least $5 billion (which figure probably is low because it is based on 
Bureau of Reclamation cost estimates which have proved notoriously 
short of actual construction costs). 

(5) Ninety-eight percent of the project’s cost would be borne by the 
taxpayers of the 44 States in which the project is not located. 

(6) The appropriation authorization of $760 million is misleading. 
It actually amounts to $933,468,300 based on Bureau of Reclamation 
estimates. It should be $1.6 billion to reflect actual direct construc- 
tion costs. 
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(7) The huge concealed Federal subsidy to the States of Colorado, 
Wyoming, Utah, and New Mexico flowing from the project are unwar- 
ranted and unconscionable. 

(8) The project’s financial scheme is wholly unsound and will bur- 
den taxpayers for generations to come: 

(a) Irrigation projects are financially infeasible, requiring an average 
subsidy of 88 percent of their cost. 

(b) Project repayment provisions are unrealistic and economically 
indefensible. 

(c) The project’s financial scheme is based on the impossible assump- 
tion that 6-mill power will be marketable for the next 100 years. 

(d) Low cost nuclear-electric power developments and potentialities 
have been disregarded and ignored. 

(e) The project is not self-liquidating. 

(f) The project’s power dams are unneeded for power and are 
included only to subsidize irrigation components. 

(9) Central Utah (initial phase), the project’s largest irrigation 
segment, is the most infeasible of all 

(10) Water rights upon which the project depends for power reve- 
nues are now in litigation before the Supreme Court and may never 
become available. 

(11) Three physical and geological difficulties in addition to Echo 
Park make the project unreasonable and impractical: 

F (a) There is doubt whether Glen Canyon can support a 700-foot 
am. 

(6) The construction at Glen Canyon will endanger Rainbow 
Natural Bridge. 

(c) Large quantities of water may be forever lost by absorption 
into the sandstone walls of Glen Canyon Reservoir. 

(12) The benefit-cost ratio has been distorted contrary to reclama- 
tion law in an attempt to justify the project’s unsound economics. 

(13) Fifty years of reclamation law, precedent, and experience are 
jettisoned by the project. 

(14) The project wholly i igueres the Hoover Commission report. 

(15) The bill includes projects which have been disapproved by the 
Bureau of the Budget. 

(16) The bill varies substantially and materially from the adminis- 
tration-approved project: 

(a) The bill’s S projects are different. 

(6) A reexamination of economic justification of the project, called 
for by the administration, is missing. 

(c) Financial repayment features are basically contrary from those 
approved and recommended by the administration. 

(17) The project should not be authorized at this time because the 
economic, engineering, and financial surveys prerequisite to its proper 
evaluation are still inadequate and incomplete. 

(18) The project would critically impair the quantity and quality 
of water to which the lower Colorado Basin States, particularly south- 
ern California, have prior rights. 

(19) The project would critically impair operations at Hoover Dam 
and lose $187 million in revenues to the Federal Treasury. 

(20) The assistance to the Navajo Indians in the bill is negligible; 
cost of project’s benefits is $200,000 for each and every Navajo farm. 
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(21) The project would forever tie the future of the intermountain 
West to a horse-and-buggy farm economy and forestall development 
of its rich industrial potential. 

For the benefit of those who want additional information regarding 
any of the foregoing 21 reasons why not to authorize the project, the 
remainder of this report contains detailed data under headings num- 
bered to correspond to the above reasons. 


OxssectTIONs To Britt DeratLtep 


(1) The $1% billion upper Colorado storage project approved by the 
Senate and the ostensibly smaller House bill are one and the same 
thing 

The bill as reported out by the committee is S. 500 with all after the 
enacting clause stricken and the body of H. R. 3383, as amended by 

the committee, substituted. We thus have two versions of S. 500. 

The projects they provide for are as follows: 





8. 500 (Senate) 8. 500 (House) and H. R. 3383 





Power and storage dams Glen Canyon, Echo Park, Flam- | Glen Canyon, Flaming Gorge, Cure- 
ing Gorge, Curecanti, Juniper, canti, Navajo. 
Navajo. 
Participating irrigation proj- | Central Utah, Emery County, | Central Utah, Emery County, Flor- 
ects (authorized). Florida, Gooseberry, Ham- ida, Hammond, La Barge, Lyman, 
mond, La Barge, Lyman, Paonia, Pine River extension, 
Paonia, Pine River extension, Seedskadee, Silt, Smith Fork 
Seedskadee, Silt, Smith Fork. 
Participating irrigation proj- | San Juan-Chama, Navajo, Par- | Gooseberry, San Juan-Chama, 
ects (conditionally author- shall, Troublesome, Rabbit Ear, Navajo, Parshall, ‘Troublesome, 
ized). Eagle Divide, Woody Creek, Rabbit Ear, Eagle Divide, Woody 
West Divide, Bluestone, Battle- Creek, West Divide, Bluestone, 
ment Mesa, Tomichi Creek, Battlement Mesa, Tomichi Creek, 
East River, Ohio Creek, Fruit- East River, Ohio Creek, Fruit- 
land Mesa, Bostwick Park, land Mesa, Bostwick Park, Grand 
Grand Mesa, Dallas Creek, Mesa, Dallas Creek, Savery-Pot 
Savery-Pot Hook, Dolores, Hook, Dolores, Fruit Growers 
han Growers extension, Sub- — Sublette, Animas-La 
ette. lata. 











From the foregoing tabulation it may be seen that as to projects, the 
only difference between the bills is this: the Senate authorizes the 
Echo Park and Juniper Dams now, as well as the Gooseberry project, 
while the House version neglects to mention Echo Park and Juniper 
although it conditionally authorizes Gooseberry. 

Although the bills differ in detail, they are essentially the same in 
objective, and in projects contemplated for development of water and 
power in the upper Colorado River Basin. Both bills must be con- 
sidered together and treated as one bill. Should the House pass the 
measure before it, it is obvious that the principal matter for the 
conferees to discuss would be the treatment of these three projects. 
Chief among them, of course, would be Echo Park. 

Should the House act favorably on the pending bill, it is likely that 
the project authorizations and other provisions of the Senate bill will 
be added to the House bill in conference. In view of the fact that 
the Senate refused to eliminate Echo Park by a vote of 52-30, let 
no Member be deluded that Echo Park is not in this legislation. 
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(2) Invasion of Dinosaur National Monument by Echo Park Dam and 
power facilities will be unavoidable if the bill passes 

Echo Park Dam is still in the bill-—Your committee voted to strike 
the controversial Echo Park Dam from the bill. But this action was 
a sham; Echo Park Dam is still in the bill, and the House must be 
realistic and treat it accordingly. 

In actuality, the project is the nondivisible $1% billion entity de- 
scribed in House Document 364 of the 83d Congress. Only segments 
of that entity are contained in the House bill. Although such expen- 
sive and controversial integral parts of the whole project as Echo 
Park have been deleted from the House bill to make it more palatable, 
they cannot be deleted from the project. Authorization of the initial 
segments will make mandatory later authorization of the remainder 
so that power revenues can be obtained to help repay the investment. 

The Trojan-horse strategy of the proponents of the bill is only too 
obvious. They voted to remove Echo Park Dam from the House bill 
to facilitate its passage. However, the proponents know full well 
that Echo Park Dam will be restored by the conference committee or 
by legislation in future Congresses. Backers of the bill have been so 
brazen about this strategy that they discussed it freely with the press. 
The Deseret News of Salt Lake City, Utah, which has been campaign- 
ing hard for the project, on June 9, 1955, reported from Washington 
on the action by the committee: 

Backers of the river bill and Echo Park were not dismayed by the Thursday 
vote. It has long been a part of upper basin States’ strategy to delete the Echo 
Park Dam in the House bill on the hope that it will be restored by a joint House- 
Senate conference committee. Otherwise, House leaders said it would be im- 
possible to get the project bill through the Rules Committee and past the House. 

On July 1, 1955, the same newspaper carried an interview with Sen- 
ator Wallace F. Bennett of Utah in which he was quotedas saying: 

It we can get a bill through this session, we can amend it later. * * * 

Echo Park is still in the bill because the project will not work with- 
out it. Under Secretary of the Interior Ralph A. Tudor testified be- 
fore the 83d Congress that taking Echo Park Dam out of the upper 
Colorado storage project would be like taking the pistons out of the 
engine of an automobile. The project will not function without 
Echo Park Dam. 

Commissioner of Reclamation W. A. Dexheimer testified before 
your committee this year that the project would not be economically 
feasible without Echo Park Dam. He stated that the economic 
feasibility of the project might be established without Echo Park if 
some of the participating projects also were deleted. However, this 
was not done by your committee. It deleted (temporarily) Echo 
Park, but retained all of the participating projects. In other words, 
the committee sends to the House a bill which the Commissioner of 
Reclamation conceded would be economically infeasible. 

Echo Park no more can be taken out of this project than history 
can be abolished by taking out and destroying the page of the history 
book upon which it is recorded. This is a total project and the maneu- 
vering through the committee and through the House will not succeed 
in convincing the people that Echo Park Dam is not in the bill, 
because it is. Even if Echo Park is not restored in conference, which 
is unlikely, backers of the project will come back to Congress in the 
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future and say, “We have spent billions of the taxpayers’ money on 
the upper Colorado storage project. Now we have to have Echo 
Park to make it work. Give us the pistons for the engine.” 

In the famous words of the Supreme Court: 

an others can see and understand this. How can we properly shut our minds 
to it? 

(3) The project will damage the Nation’s agricultural economy 

(a) The project would grow crops already in agricultural surplus.—The 
upper Colorado River project would supply irrigation water for high 
altitude land in Colorado, New Mexico, Utah, and Wyoming. It is 
very important to consider what crops would be grown on this land. 

Among the crops now being supported by the Nation’s taxpayers 
are the following: Corn; cotton; wheat; butter; oats; butter oil; 
cheese; milk, dried; wool; rye; barley; beans, dry; cottonseed oil; 
grain sorghum; seeds, hay, and pasture; soybeans. Sugar beets are 
under the restriction program of the Sugar Act of 1951, and the price 
is held up to a desired level. What are called proportionate shares are 
established by the Secretary of Agriculture. Thus, if more sugar-beet 
land is brought into production, shares of all others must be decreased 
accordingly. 

From Reclamation Bureau reports, a table has been compiled show- 
ing the type of crops which would be grown on each of the 33 proposed 
projects, and whether or not they are supported crops. 

‘The table follows: 





Acres to 
Name of project ¢ irri- 
gated 


Crops Acres to Crops to be nag 
grown Be. 


Crops to be 
grown 


sup- Name of project | be irri- 
ported gated 





7, 970 Emery County— Beef cattle... 
Small grains..| Yes. Continued Dairy cows...} Yes. 
Pasture _..... i OES 
Dairy cows...| Yes. | Sheep Yes. 
Sheep_.....-.] Yes. Central Utah 
Dairy cows...| Yes. ‘ Yes. 
; Yes. 
Sugar beets... 
Dairy cows... 
Small grains..| Yes. Beef cattle_... 
40,600 | Hay- 
Pasture_..... Hammond 
Small grains..| Yes. Grains. ...... 
Dairy.cows_..| Y ae 
Beef cattle... - . 
Alfalfa. ...... Dairy cows... 
Small grains... 
Sugar beets_..| Yes. Gooseberry 
Potatoes. .... 
Dairy cows... 
Beef cattle... Dairy cows-- 
Beef cattle... 
“ee Sheep..-...-.. 
Small grains_- 4 Navaho 137, 240 | Alfalfa......- 
Grains......- 
Dairy cows... ‘ Pasture 
Beef cattle.... Fruit 
Vegetables. .- 
ij. a Dairy cows... 
Dairy cows... , Sheep 
Beef cattle... San Juan-Chama. Alfalfa. .....- 
Dairy cows... b Grains....-..- 
Beef cattle.... Pasture. --..- 
Small grains... } Dairy cows_- 
Alfalfa....... Sheep 
Dairy cows... i Rabbit Ear ee, 353-25. 
Beef cattle... Pasture 
Hay Small grains. 
Small grains__ lo Beef cattle... 
Emery County... Alfalfa Sheep 

Grains Dairy cows.. 
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Acres to Crops Crops 
Name of project | be irri- 9 sup- || Name of project wae sup- 
gated & ported ported 
Troublesome.....| 13,640 | Hay----..-.--- Fruitland Mesa— Sheep........ Yes. 
Pasture. ....- Continued Dairy cows..| Yes. 
Small grains..| Yes. Grand Mesa....-.- Alfalfa. .....- 
Beef cattle... Small grains.| Yes. 
Sheep......--] Yes. Pasture. ..... 
Dairy cows...| Yes. i ee 
West Divide...... 65, 610 | Alfalfa... .... Dairy cows...| Yes. 
Small grains..} Yes. Beef cattle... 
Pasture. - ...- Sheep.......- Yes. 
Beef cattle... Ohio Creek. .....- OS SRS 
Sheep........| Yes. Pasture... ..- 
Dairy cows..| Yes. Small grains..| Yes. 
Savery-Pot Hook.} 31,610 | Alfalfa_.....- Beef cattle - _- 
Small grains..| Yes. Sheep........} Yes. 
Pasture. ..... Tomichi Creek... SUE dt autee 
Dairy cows..| Yes. Pasture _.... 
pe eae: Yes. Small grains.| Yes. 
DO ccumiestin 66,000 | Alfalfa. ..... Beef cattle... 
Small grains..}| Yes. Sheep -| Yes. 
Pasture. .... Dairy cows...) Yes 
Beans_......-| Yes. || Battlement Mesa. ES 
Dairy cows..} Yes. |} Pasture. -_.. 
Beef cattle... Small grains_| Yes. 
Sublette. ........-. 84,000 | Hay......-... Beef cattle. _- 
Pasture... .- Sheep BA ih E 
Small grains..); Yes Dairy cows..| Yes. 
Beef cattle. . | Bluestone.......- Alfalfa. ..... 
ies 6 F Yes | le St 
Fruitgrowers. -... 3,850 | Alfalfa......- | Vegetables. .. 
Grain . Yes. | Fruit. 
Prt 2s cokes Sugar beets._| Yes 
Dairy cows..| Yes. Beef cattle 
Beef cattle... Sheep ...| Yes 
Bostwick Park. .- @870 | Hay.......... Dairy cows...| Yes 
| Pasture. ...- | Eagle Divide.... Hay.... 
| Beef cattle... Pasture 
| Sheep sok wk Small grains.!| Yes. 
Dallas Creek.....} 21,940 | Alfalfa Beef cattle... | 
Small grains..| Yes. Sheep ..| Yes. 
Pasture ae | Dairy cows..| Yes 
Beef cattle. . .| i| Parshall......... Hay - 
| Dairy cows..} Yes. Pasture... .- 
Sheep Yes. Small! grains.| Yes. 
East River. -.....-. 9,78 | Hay. ..255, Beef cattle 
Pasture... .-. Sheep .--| Yes 
| Beef cattle 1} Dairy cows...| Yes 
| Dairy cows..| Yes. Woody Creek....- TES Pe 
Sheep : Yes. Pasture... 
Fruitland Mesa...) 19,400 | Hay. _...... Small grains Yes. 
| | Pasture Beef cattle. ._| 
| Small grains..; Yes. Sheep ae 
| Beef cattle. . Dairy cows...) Yes. 





























(6) The project will service, for the most part, only marginal agricul- 
tural land.—The Nation’s taxpayers would be forced by this bill to 
spend hundreds of millions on irrigation projects which will supply 
water for farmlands of relatively poor quality. 

Only 20 percent of the lands serviced by the project are classified 


by the Bureau as class 1. 
as 7,000 feet. 
is very short. 


year. 


The lands are at high elevations—as high 
The growing season on this high mountain plateau 
On some of the lands there is frost every month of the 
Low-value feed crops will be the principal products. 


It has been demonstrated that these lands, even when fully de- 
veloped under this bill, will be worth on the average only about 
re. Yet the cost to the Nation’s taxpayers to develop 


$150 per ac 


them will average $3,000 to $5,000 per acre on the Bureau’s figures. 
Such a result cannot be justified in the face of the fact that at a cost 
of less than $100 per acre fertile lands in the East, Middle West, and 
South could be irrigated, thus bringing heavier yields than ever from 
the best agricultural land in the Nation. 
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(c) There exists at least 20 million acres of undeveloped fertile land in 
humid areas of the United States which can be developed for agriculture 
at a fraction of the cost of the acreage serviced by the upper Colorado 
storage project.—The Department of Agriculture reports there are 
more than 20 million acres of undeveloped fertile land in the humid 
areas of the United States which can be developed by low cost drainage. 
Development costs would be from $60 to $100 an acre for such land. 
The cost involved to taxpayers of the Nation in developing new and 
supplemental water for the acreage serviced by the upper Colorado 
project, which amounts in all to only about 600 square miles of new 
land, would range up to 50 times as much for each acre developed. 

As an example, the Department of Agriculture lists acreage available 
for low cost development in these 21 States as follows: 


Acres 
Alabama 683, 000 
Arkansas 1, 865, 000 
Florida 1, 970, 000 
Georgia 1, 721, 000 
Illinois 69, 000 |} Pennsylvania_._.........- ¢ 
Indiana 135, 000 | South Carolina 996, 000 
ON ee eee ee 170, 000 | Tennessee 242, 000 
Louisiana Di, RI Re ae ETS 3, 928, 000 
690, 000 | Virginia_..............-. 514, 000 
874, 000 | Wisconsin 
1, 272, 000 
(4) The ultimate direct and hidden costs of the project total at least 
$5 billion 

The projects authorized in section 1 and those approved in section 
2 for priority of investigation and completion of planning reports, will 
necessitate an estimated cost of $1,535,898,400 and an additional 
subsidy of some $4 billion by way of interest the Federal Government 
would have to pay on the money it borrowed to construct the project. 

But these are not the only projects the upper basin States will seek, 
and section 3 of the bill gives netice to that effect. The upper basin 
plan, which it is the purpose of the bill to initiate, is to get authoriza- 
tion by Congress of additional projects so that the upper basin States 
can use, if available, the full 7,500,000 acre-feet apportioned to them 
under the Colorado River compact. The Bureau of Reclamation has 
inventoried a total of some 100 projects in the upper basin, with a 
construction cost of $5 billion. Under the feasibility standards 
employed for the authorization of the projects named in the bill, any 
project proposed by the Bureau will become feasible. 

Projects are authorized by this bill on which the irrigators are only 
able to repay 15 percent or less of the project cost. The construction 
cost averages $750 to $900 an acre for lands, which, when they have 
received all of the benefits of this bill, will be worth only $150 an acre. 
There is no such thing as an infeasible project under the type of 
financing proposed by the Bureau in this bill, which is to dedicate the 
power revenues of the Government dams to subsidize irrigation for as 
long as may be necessary to retire the principal of any debt, however 
large, provided the taxpayers pay the interest on the Government 
bonds sold to build the project. 

The resulting subsidy with which the Nation’s taxpayers vvould be 
burdened on only the initiation of this gigantic scheme would be $4 
billion. While nothing in the Colorado River compact obligates the 
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Federal Government to build any projects in the upper basin, the 
upper basin proponents treat their allocation of water under the com- 
pact as a blank draft upon the Federal Treasury, justifying any proj- 
ects proposed by them, regardless of their infeasibility under existing 


standards of reclamation law. 


Additionally, it is impossible to tell how much more it will require 
in direct construction costs to complete the project than the amounts 
The Bureau’s estimates to 
Congress have proved notoriously short of actual costs, as is strikingly 
shown by the following table covering projects authorized between 


estimated by the Bureau of Reclamation. 


1903 and 1944: 





Project 





SINE hr OR a hk a eae baeuasde 
SE DEO ON nn. cca encutiniae tnd aaebamtmasakiletets 
Newlands, Nev 
North Platte, Nebr 
Salt River, Ariz 
Uncompahgre, Colo__...........- 
Belle Fourche, 8. Dak 
Buford-Trenton, N. Dak. (old) 
Lower Yellowstone, Mont.-N. Dak 
Minidoka, Idaho-W yo_. 
Shoshone, W yo.-Mont 

Yuma, Ariz.-Calif 
Boise, Idaho 
Carlsbad, N. Mex 
Garden City, Kans 
Huntley, Mont. pre 
Klamath, Oreg.-Calif 
Okanogan, Wash . 3 
Rio Grande, N. Mex.-Tex 
Strawberry Valley, Utah 
Umatilla, Oreg.- -- 
Yakima, Wash _ 
Sun River, Mont 
Williston, N 
Orland, Calif. EES Be ES Gee oe ee ee ieee EPO BATS 
Grand Valley, Colo.__. 
King Hill, Idaho 
Yuma atxiliary, 
Riverton, Wyo 
Owyhee, Oreg.-Idaho 
Vale, Oreg 

Weber River. Utah 
All American Canal, Ariz.-Calif__. ; ade es 
Boulder Canyon, Ariz.-Nev. (Hoover Dam and powerplant) 
Bitter Root, Mont-.. re es oceania citadel 
Baker, Oreg 
Burnt River, Oreg 
ee 8 Oe — Sa ers Gee a Speen ere 
Colorado Basin, Wash_......... 
Frenchtown, Mont 
Humboldt, Nev_-. 
Hyrum, Utsh_-.. 
pe ee ee en ey vee eee ee re ee 
Moon Lake, Utah_- 
Odgen River, Utah 
Parker Dam, Ariz.-Calif 
Provo River, Utah 
Sanpete, Utah 

Truckee storage, Nevada-California 
Buffalo Rapids, Mont 
Colorado-Big Thompson, Colo 
Colorado River, 
Deschutes, Oreg 
EE BE ccs aduaisis ccynnccatncehenntinegeeshbascthkawstirdh 
PRG Te icin hoi nesb ncicik ine cbd beads lodtereadaste od Abend 
ye RS eee See a ee 
Pi ee Mp Ee Soe Ra 1 at he ae: GR 


Arizona 





Date of 
author- 
ization 


19038 
1903 
1803 
1903 
1903 
1903 
1904 
1wo4 
1904 





Estiraated total 
cost at time of 
authorization 


1 $359, 000 
» 000, 000 
25), 000 
516, 000 
800, O00 
300, 000 
118), OOO 


~ nee 


i=) 


1, 200, 000 
2, 600, 000 
17, S28, 000 
3, 000, 000 
110, 852, 000 


1 605, 000 
1419, 000 
900, 000 
14, 470, 000 
444, 000 
2, 317, 113 
1, 240, 000 
1, 000, 000 
10, 000, 000 
7, 372, 000 
@) 
1 607, 000 
3, 621, 663 
527, 230 
e) 
®, 465, N00 
17, 715, 000 
3, 590, 000 
&, 000, 000 
34, 500, 000 
126), 500, 000 
750, 000 
700, OOO 


550, 000 
170, 000, 000 
y 228 

220, 000 
, 200, 000 
439, 000 
20), 004, 000 
1, 500, 000 
3, 500, 000 
1, 767, 000 
9, 974, 000 

375, 000 
1, 090, 000 
3, 045, 000 
31, 702, 772 
20, 090, 000 
8, 000, 000 
. 474, N00 
3, 240, 000 
278, 000 
§, 600, 000 





Estimated total 


1952 
$371, 758 

9, 881, 774 

7, 899, 479 

27, & wl 

26, 244, H88 

8, 065, 950 





, 359, 92 


, O50, 





1. 
5, 669, 3 


ww 


-_ on bo 
Noe SS! 
22> 
= IF 
z 


1 Estimated in H. Doc. 1262, 61st Cong., 3d sess., Fund for Reclamation of Arid Lands, 1911. 


2 Combined cost of Williston and Buford-Trenton estimated in 1911 at 


3 Included in estimate of Yuma project. 


4 Exclusive of contemplated allocation of $1,553,565 of cost of Imperial Dam herein included in 


American Canal project. 


1,195,006 


5 Exclusive of cost of storage works (Conchas Dam) constructed by Corps of Engineers. 
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| 
oo Date of |Estimated total/Estimated total 
Project author- | cost at time of | cost, June 30, 
ization | authorization 1952 








Fort Peck, Mont.-N. Dak., (exclusive of powerplant and dam). 1938 a $25, 400, 000 
Fruiigrowers Dam, Colo-. ad: 1938 $200, 000 200, 309 
Bulord-Trenton, N. Dak., 1939 1, 500, 000 1, 228, 546 
Paonia, Colo-._. wae : IEA Clonee be are 1939 3, 030, 000 i, 723, 308 
Rapid Valley, S. Dak 1939 1, 118, 000 927, 412 
Colorado River, Ariz.-Calif. ens 1040 (*) 32, 190, 000 
Eden, Wyo > Suhied . ; 1940 2, 445, 000 }, 152, 000 
Mancos, Colo... ae . 1440) , 475, 000 3, 926, 000 
Mirage Fiats, N AEN RE | 1940) . AGO), 3, 282, 588 
Newton, Utah.. bealsioceal 1940 595, 000 712, 591 
San Luis Valley, Colo., (Ist unit) ADS a “So 1940 , 465, 900 56, 230, 577 
Davis Dam, Nev.- Ariz.-Calif...................... 1941 , 200, 000 118, 902, 056 
Palisades, Idaho Wyo......--- 3 BE IAAE Ses 194] 24, 092, 000 601, 000 
Scofield, Utah itt clase MAN EA EES Sea SEIT 640, 000 943, 889 
Balmorhea, Tex ioe wi ee | $47, 000 420, 554 
Hungry Horse, Mont. (power)-. - tiie BEE , 319, 00 900, 000 
Intake, Mont : ey ( 62, 000 90, 530 
Missoula Valley, Mont P amie oie. <5 Ze Sen eee | 94 250), WOO 278, 762 
Rathdrum Prairie, Idaho : nl oh : 9 390, 000 482, 360 
Lewiston Orchards, Idaho_. . Ta aT , 466, 000 , 488, 000 
Arnold, Oreg 4 ; s : ‘ we | O47 221), 000 205, 535 
Cachuma, Calif ° 5 : pjelinate | l\ $2, 310, M 36, 967, 000 
Ocioco, Ores - on caiiies | ¢ » ou 849, 830 
Preston Bench, Idaho... - ie cares } 453, 000 449, 554 
Solano, Cali! ‘ piesaanal { 5, 577, 000 111, 000 
Fort Sumner, N. Mex... " oc iSae | $ , 798, 000 2, 434, 257 
Grants Pass, Oreg_ pee ‘lacus : ie Ee 100, 000 100, 000 
Weber Basin, Utah ie 28 es ike A , ; } o4t 59, 534, 000 , B85, 000 
Canadian River, Tex... . au Pee 5 ie 079, 100 
Eklutna, Alaska jolla : itinansiesbard 95 20, 365, 490 800, 000 
Middle Rio Grande, N. Mex. __..-. ae ’ ee 23 Q5 30, 179, 000 29, 606, 000 
Vermejo, N. Mex_....-. sodaitee Pe Ee NESS 5 2, 679, 000 2, 919, 000 
Colibran, Colo..........--. oh oe ae a 52 ‘ 236, 000 
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Bostwick division, Nebraska-Kansas__.____- .-----| 1944 8, 104, 000 95, 000 
Canyon Ferry unit, Montana Leenits | ‘ 000 28, 844, 000 
Crow Creek pump unit, Montana te 1044 1, 525, 000 , 766, 000 
Frenchman-Cambridge division, Nebraska ES eae 1v44 26, 500 3, 943, 000 
Kirwin, Kans x “a Sibass SRL eee . 000 . 74, 000 
Marias, Mont. (lower unit) dea PERE PS ee Ee 1944 9, 000 37, 878, 000 
Rapid Valley unit, South Dakota : 1944 ; 000 9, 620, 000 
Webster unit, Kansas SS Cees 4 144 A 000 24, 656, 000 
Angostura unit, South Dakota db deliaagt thane abiddlheaiatamants 144 3, 000 , 163, 000 
Boysen unit, Wyoming 7 pik eae im 1944 , 000 34, 254, 000 
Dickinson unit, North Dakota ; Ji pe eS ee 1944 630 , 824, 000 
Fort Clark unit, North Dakota ee chaplain dado  ( =a 774, 000 
Keyhole unit, Wyoming-South Dakota_______- 1944 000 , $20, 000 
Savage unit, Montana. __-. eee ae bliteitinde’ 1944 |}. nein ; 564, 000 
Cedar Bluff unit, Kansas ae be ieceiind 1944 é 000 8, 286, 000 
Heart Butte unit, North Dakota_..........- eee 1944 2, 497, 280 
Shadehill unit, South Dakota 2 EERE LSE * A, lu44 : , 000 
St. Francis unit, Colorado-Kansas_.......................--.- 1944 311, 600 
Missouri diversion unit, Montana cisieiabiinns 1944 23, 831, 000 
Jamestown unit, North Dakota...................-.......- lu44 », 984, 000 














6 $100,000 per year. 


Except for total estimated eost, figures include $3,467,000 of the cost of Corps of Engineers Harlan 
County Dam allocated to irrigation 
* Except for total estimated cost, figures include $6 million of the cost of Corps of Engineers Red Willow 
Dam allocated to irrigation. 


(5) Ninety-eight percent of the project’s cost would be borne by the taz- 
payers of the 44 States in which the project is not located 

Less than 2 percent of the cost of the Colorado River storage project 
would be borne by the taxpayers of the States of Colorado, New 
Mexico, Utah, and Wyoming. The percentage of the Federal tax 
burden paid by those States, of the other States of the Union, and the 
amount in dollars which each will have to pay, as calculated by the 
Council of State Chambers of Commerce, is as follows: 
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Cost to the States of the Colorado River storage project 





Percent of 
Federal 
taxes 
borne by 
the States 


Actually authorized 


Authorized and contemplated 





Cost of project 
construction 


Cost of interest 
on construction 
allocated to 
irrigation 


Cost of project 
construction 


Cost of interest 
on construction 
allocated to 
irrigation 





$10, 164, 900 


$13, 280, 400 
5, 854, 800 
6, 854, 400 


$15, 354, 300 


$31, 889, 700 
14, 058, 900 
16, 459, 200 





California Kd . 316, 153, 800 
Colorado A q 34, 632, 900 
548, 64, 465, 200 
17, 145, 000 
50), 406, 300 
44, 577, 000 
8, 915, 400 
261, 975, 600 
87, 439, 500 
19, 977, 100 41, 490, 900 
‘ 16, 014, 700 33, 261, 300 
11, 039, 300 , 422, 16, 675, 100 34, 632, 900 
11, 913, 700 , 565, 3 17, 995, 900 37, 376, 100 
4, 158, 400 5 6, 273, 800 13, 030, 200 
21, 313, 500 c ; 32, 194, 500 66, 865, 500 
3. 35, 303, 900 i, 124, 53, 327, 300 110, 756, 700 
Michigan ‘ * 63, 175, 400 82, 538, 400 95, 427, 800 198, 196, 2 
Minnesota... . 6 18, 362, 400 23, 990, 400 27, 736, 800 57, 607, 2 
Mississipppt. i §, 027, 800 6, 568, 800 7, 594, 600 15, 773, 
Missouri 2. 48 27, > 35, 414, 400 40, 044, 800 85, 039, 2 
Montana © a 3, 388, : 4, 426, 800 5, 118, 100 10, 629, ¢ 
Nebraska «ta , 978, ¢ 10, 424, 400 12, 052, 300 25, 031, 7 
Nevada 16 ‘ 2, 284, 800 2, 641, 600 
New Hampshire “a 2,951, 100 3, 855, 600 4, 457, 700 
New Jersey 3. 63 39, 566, 600 51, 693, 600 59, 766, 200 
aa 3, 388, 300 4, 426, 800 5, 118, 100 
New York . 78 161, 217, 500 210, 630, 000 243, 522, 500 
North Carolina «a 15, 083, 400 19, 706, 400 22, 733, 800 
North Dakota a 2, 404, 600 3, 141, 600 3, 632, 200 
Ohio - 69, 842, 700 91, 249, 200 105, 498, 900 
Oklahoma me! 10, 820, 700 14, 137, 200 16, 344, 900 
10, 383, 500 13, 566, 000 15, 684, 500 
Pennsylvania.............. a $2, 302, YOO 107, 528, 400 124, 320, 300 
Rhode Island_............ . 5 5, 683, 600 7, 425, 600 8, 585, 200 
South Carolina_..........- 6 7, 104, 500 9, 282, 000 10, 731, 500 
South Dakota a 2, 623, 200 3, 427, 200 3, 962, 400 
12, 788, 100 16, 707, 600 19, 316, 700 
44, 266, 500 57, 834, 000 66, 865, 500 
3, 716, 200 4, 855, 200 5, 613, 400 
4 1, 748, 800 2, 284, 800 2, 641, 600 ; 
Virginia . 4 16, 176, 400 21, 134, 400 24, 434, 800 5O, 749, 3 
, US ee aa 17, 160, 100 22, 419, 600 25, 920, 700 53, 835, 2 
West Virginia . 7, 760, 300 10, 138, 800 11, 722, 100 24, 345, | 
Wisconsin a ‘ 22, 406, 500 29, 274, 000 33, 845, 500 70, 294, 5 
Wyoming E 1, 639, 500 2, 142, 000 2, 476, 500 5, 143, 5 
District of Columbia, 
Hawaii, Alaska, etc 1. 15, 411, 300 20, 134, 800 23, 279, 100 48, 348, 00 








100.00 | 1,093, 000,000 | 1, 428,000,000 | 1,651, 000, 000 3, 429, 000, 000 

















(6) The appropriation authorization is misleading 

Section 12 of the bill reported by the committee contains an appro- 
priation authorization of “such sums as may be required to carry out 
the purposes of this Act but not to exceed $760,000,000.” This 
implies that such sum is sufficient to construct the projects authorized 
by the act. In fact, according to the Reclamation Bureau figures 
contained in the hearings, an additional $173,468,300 would be 
required to construct the authorized features, bringing the total sum 
to $933,468,000. 

In view of the notoriously inadequate estimates made in the past 
by the Bureau, it is a very good possibility that ultimate costs for 
these features alone will be well over $1 billion. 


Se ee ee 


AIIM Als 


paleyes: 


esos 


GET AN EI PEERS MAGI 9 STE AHIAE 2 IO S  PS a RIS eE CRES 











sm plated 


of interest 
nstruction 
cated to 
igation 


$31, 889, 700 
14, 048, 900 
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316, 153, 800 
34, 632, 900 
64, 465, 200 
17, 145, 000 
50, 406, 300 
44, 577, 000 
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32, 575, 500 
258, 203, 700 
17, 830, 800 
22, 288, 500 
&, 229, 600 
40, 119, 300 
138, 874, 500 
11, 658, 600 
5, 486, 400 
50, 749, 200 
53, 835, 300 
24, 345, 900 
70, 294, 500 
5, 143, 500 
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8, 429, 000, 000 





n appro- 
‘arry out 
” This 
ithorized 
u figures 
vould be 
otal sum 


the past 
costs for 






















































pisvomarimenr aces a in 





As 



































PAID 














rat st es a FO 








ees 





(eM sns 


jan parka ta 












































COLORADO RIVER STORAGE PROJECT 35 


In any event it should be thoroughly understood that the figure 
used in the bill will not, according to Bureau estimates, construct this 

roject. Instead of $760 million the actual figure is $933 million, or, 
if a lower Curecanti should be constructed (either is authorized by 
the bill) the cost would be $894 million. Here are the figures taken 
from those supplied by the Bureau at pages 64-67 of the hearings. 


The projects here accounted for are only those named as authorized 
in section 1 of the bill: 
2] participativin projevts so... we etc c ke $304, 356, 300 
Glen Canyon Dam 421, 270, 000 
SINE SAID eo cintierin Seramcenrer’) nine secoensech news Stet inchimneia 82, 942, 000 
Navajo (dam and reservoir only)__......-------- 36, 400, 900 
Curecanti (940,000 acre feet) 49, 305, 000 
—_~———— $894, 273, 300 
88, 500, 000 933, 468, 300 
Actually, the project development sought to be authorized by the 
bill is just the starter for some 34 or more storage and reclamation 
projects specifically named, contemplated, and designated in House 
Document 364 as the upper Colorado River storage project, involving 
a construction cost of $1.6 billion at least, or over twice the amount 
of the appropriation set forth in the House bill. The figure of $760 
million in the House bill is an attempt to hide from Congress the true 
cost of the development. 


(7) The huge concealed Federal subsidy to the States of Colorado, Wyo- 
ming, Utah, and New Merico is unwarranted and unconscionable 

Under the proposed plans of financing the project, the concealed 
subsidy by way of accumulating interest on money. borrowed to con- 
struct the project would be huge. Its burden would have to be borne 
by the Nation’s taxpayers for generations to come. 

Under the repayment provisions of the Senate approved project 
bill, the concealed Federal subsidy on only the projects recommended 
by the Secretary of the Interior (Glen Canyon and Echo Park storage 
units and 11 participating projects) as estimated and admitted by the 
Bureau of Reclamation would be $1,153 million over the repayment 
period or $3,150 per acre on the 366,000 acres to be irrigated. If the 
four additional storage units and the Navajo, San Juan-Chama, and 
Gooseberry participating reclamation projects authorized by the 
Senate bill are included, the corresponding Federal subsidy, based 
upon equivalent methods of computation, would amount to $4 billion 
or over $5,000 per acre on the 745,000 acres to be irrigated. 

Under the repayment provisions of House project bill, the concealed 
Federal subsidy on the minimum number of projects authorized by 
the bill (4 storage units and 11 participating projects) would amount 
to $1.6 billion at the end of the overall repayment period of 90 to 95 
years, or $4,300 per acre on the 366,000 acres to be irrigated; but 
with the inclusion of additional projects contemplated for authoriza- 
tion, the subsidy would be substantially the same as under the Senate 
approved bill, namely $4 billion or $5,000 per acre. 

As compared to Federal subsidies amounting to $3,000 to $5,000 
per acre that would be involved in the project, the value of irrigated 
land in the area of the proposed reclamation projects averages only 
about $150 per acre. 

In view of the fact that the crops that would be grown on the 
proposed project’s high altitude marginal land would be largely hay, 


74009°—57 H. Rept., 84-1, vol. 3——-119 


Curecanti (modified plan) 
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grain, and forage crops for livestock, and dairy products, which are 

now largely surplus and would in turn be resubsidized under the farm 

program, the huge Federal subsidy required for the proposed upper 

Colorado River project would be a totally unwarranted and uncon- 

occas burden on the Nation’s taxpayers for many generations 
ence. 


(8) The project's financial scheme is wholly unsound and will burden 
taxpayers for generations to come 

(a) Irrigation projects are financially infeasible, requiring an average 
subsidy of 88 percent of the cost.—None of the reclamation components 
of the project would be financially sound themselves. The original 
direct irrigation investments on the 11 projects recommended by the 
Secretary range from $200 to nearly $800 per acre for the central 
Utah project (initial phase). For the Navajo project authorized by 
the Senate-approved bill, the original investment would be over 
$1,500 per acre. Including the cost of the storage units allocated to 
irrigation, the average direct investment (construction cost) disregard- 
ing hidden interest, would be $750 to $900 per acre, varying with the 
number of projects included. 

As compared to these costs, the average value of already irrigated 
farmlands in the project area is about $150 per acre. Thus, the 
average investment proposed by the project would be 5 to 6 times the 
average value of the land after irrigation. 

Of the total irrigation investment, the irrigation water users on the 
average would be able to repay about 12 percent. Consequently, 
these irrigation projects must be subsidized to the extent of about 88 

ercent either by power revenues or directly from the Federal Treasury 
by such devices as allocations for assumed “‘flood-control benefits,” 
“fish and wildlife benefits,” ete. 

(6) Project repayment provisions are unrealistic and economically 
indefensible—The proposed repayment plan for the project would be 
to pay off the entire irrigation investment in 50 vears by applving all 
power and irrigation revenues toward that end. Thereafter, the huge 
power investment would be paid off in not to exceed 100 years. 

The record reveals that such a plan might work in the case of a de- 
velopment comprising the Glen Canyon and Echo Park storage 
units and the 11 participating reclamation projects recommended by 
the Secretary of the Interior, but would fail with additional projects 
added. 

At the House hearings, a Bureau witness (E. O. Larson) stated (p. 
215, House hearings on H. R. 3383): 

With 11 participating projects paid out concurrently, you could do that and pay 
off power in less than 100 years. But one disadvantage of that plan is that you 
eannot take on more than the 11 projects without raising the power rate, if addi- 


tional projects are developed while the power is taking 100 years to pay out, the 
higher you have to raise the power rates. 


' 


Studies indicate that the minimum number of projects specified for 
authorization in the House bill might pay out under the repayment 
provisions of the bill, and that it would take 90 to 95 years to repay 
the power investment with power sold at 6 mills per kilowatt-hour. 
But with additional projects added, either storage units or irrigation 
projects, either the power, rate would have to be materially increased 
to get within the 100-year payment period for power, or the period 
of repayment would be far greater than 100 years. 
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The $1.6 billion overall project would have no possibility of payout 
with 6-mill power under the repayment provisions of the House bill. 
In fact, it could never pay out under such a financial program. 

Moreover, to predicate a repayment plan on continuing revenues 
from hydroelectric power development for 100 years in the future is 
unrealistic and unsound, in view of possible changes in economic 
conditions, obsolescence and competing sources of power, including 
atomic energy. 

(c) The project’s financial scheme is based on the impossible assump- 
tion that 6-mill power will be marketable for the next 100 years.—Six 
mills or more, the price to be charged for power generated by the 
hydroelectric plants in this project, is an extremely high rate for public 
power. There is no guaranty that the power can be sold at that rate. 
The bill does not require that contracts for the sale of the power be 
negotiated before construction begins, such as was required under 
the Boulder Canyon Project Act which authorized Hoover Dam. 

It is especially doubtful that a market for 6-mill power will continue 
for 100 years—a full centurv—as contemplated by the bill. These 
power units will be located in a region having boundless energy 
potential in the greatest coal, oil shale, and uranium deposits in the 
country. These resources, combined with the approaching avail- 
ability of atomic electric power, will make 6-mill power competitively 
obsolete in the near future, and the project will not be able to repay 
the Federal Treasury as scheduled, or, perhaps, at all. 

(d) Low cost nuclear-electric power developments and potentialities 
have been disregarded and ignored—The age of nuclear power has 
arrived and electric power companies are already building at their 
own expense new plants which will supply electricity produced by 
atomic fission. 

Tied in the bill are expensive hydroelectric projects, the power 
revenues from which would be expected to repay not only the cost 
of the power dams and installations, but also 88 percent of the cost of 
the irrigation projects. 

Planning figures show that it may take up to 100 years to pay for 
these projects out of the hydroelectric power “cash register.” 

Thus, for financial success, nuclear-electric energy must not be pro- 
duced more cheaply than hydroelectric energy for at least 100 years. 

What are the prospects in this regard? 

Simply, that not in 100 years, not in 50 years, but in a much shorter 
time nuclear-electrie energy will be produced much cheaper than 
hydroelectric energy. 

Just 15 years ago, in 1940, nuclear power was practically unheard of. 
By 1945, 5 short years later, the first A-bomb had exploded over 
Hiroshima. Research for peacetime use was so concentrated during 
the subsequent 10 years that today commercial nuclear-electric-energy 
generating plants actually are being constructed. 

The British Government announced a 10-year program for building 
12 atomic-power stations at an estimated cost of $840 million. The 
British say these plants will produce electricity at a cost of 6 mills per 
kilowatt-hour in comparison with their present conventional generating 
cost o: 7.2 mills. 

United States cost figures prepared by James A. Lane of Oak Ridse 
National Laboratory show the average figure in this country for pro- 
ducing electricity in conventional steam plants :s 7 mills per kilowatt- 
hour, while the cost in a nuclear plant would be 6.7 mills. 
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That is without considering that nuclear-electric plants can actually 
produce plutonium as a byproduct which can be sold for a high price, 
in the neighborhood of $100 a gram. 

If this be done, there is little cost left for power generation to bear, 
and a reactor plant could put on the transmission line 1- or 2-mill 
current instead of 6.7-mill current. Even if the military demands 
become satisfied and the price of plutonium eases back to its fuel value 
of about $20 a gram, the sale of byproduct plutonium can be a sub- 
stantial source of operating revenue. 

Within 5 years, atomic powerplants should be commercially com- 
petitive with present lower cost sources of power, which, of course, are 
the hydroelectric plants involved in this project. 

(e) The project is not self-liquidating, as claimed by the Bureau of 
Reclamation.—The Bureau presents this as being a self-liquidating 
project. Plain arithmetic shows that it would not be. Simple inter- 
est alone, even at 2% percent, on $1 billion of original investment for 
the smaller project proposed is $25 million per year; for the larger 
$1.6 billion development proposed is $40 million per year. Total net 
revenues, as estimated by the Bureau ror the smaller or larger develop- 
ments, would average less than these amounts. As the project could 
not pay simple interest on the investments, its revenues could never 
retire the capital cost. The Nation’s taxpavers would have to do that. 
Or if revenues were earmarked to retire the capital, the taxpayers 
would have to pay about all of the interest. In any event, the net 
burden on the taxpayers would be more then $1 billion for the smaller 
development and $4 billion for the larger development, by the end of 
the proposed repayment period. The accumulated debt would keep 
on increasing until paid off by general taxation since it could never be 
repaid from project revenues. 

(f) The dams are needed only to subsidize the irrigation projects.— 
The sole purpose for including the giant power dams in the bill is to 
provide power revenues to subsidize 88 percent of the cost of the par- 
ticipating irrigation projects. The dams are first and foremost big 
“cash registers” for the landowners to be served by the irrigation 
projects. Their revenues would not benefit the whole Nation, but 
only these favored few residents of Colorado, Utah, New Mexico, 
and Wyoming. 

Glen Canyon Dam, by far the largest in the chain of four, is located 
so far downstream that none of the water to be stored in it will be 
used to irrigate the participating projects. 

The Interior Department admits that for at least 25 years the dams 
will not be needed for river regulation. The facts show that upper 
basin development will not require these storage units for river 
regulation for up to 50 years and probably longer. 

The dams cannot be justified because of a need for power in the 
upper Colorado region. Steam power could be produced more cheaply 
by using the region’s vast coal reserves. 

The sole function of the dams for at least 50 years will be to provide 
revenues from the sale of power to pay for the participating projects, 
if, in fact, the power can be sold at the contemplated 6-mill rate, which 
is doubtful, vet 
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(9) Central Utah (initial phase), the project’s largest irrigation segment, 
is the most infeasible of all 

The central Utah project (initial phase) which would cost $127 
million for irrigation alone and irrigate but 160,000 acres at a cost of 
$794 per acre, exclusive of hidden interest subsidy by the taxpayers. 
The Bureau studies show that the water users could repay only $94 
per acre over a period of 70 years, or only 12 percent of the cost. 

Such a submarginal project should not be considered for authoriza- 
tion until the Congress has available to it an investigation and report 
by a disinterested board of engineers. 

It of course cannot be denied, and is not here denied, that such a 
project would be of some benefit to local area residents and Iand- 
owners. But such benefits could accrue to any area in which the 
Federal Government could be prevailed upon to erect some power 
feature, the revenues of which, for untold periods in the future, 
would be used to pay 88 percent of the cost of putting water on the 
land. This, in effect, is a thinly veiled Federal grant. 


(10) Water rights upon which the —— depends for power revenues are 


now in litigation before the Supreme Court and may never become 
available 


The whole financial structure of the Colorado River storage project 
depends upon power production at Glen Canyon Dam, and this in 
turn depends on whether or not the upper Basin States, under the 
Colorado River compact, have a right, as.against the lower. Basin 
States of Arizona, California, and Nevada, to accumulate and with- 
hold water at Glen Canyon for power generation if it is needed for 
domestic and agricultural uses in the lower basin. The upper basin 
spokesmen are in disagreement among themselves on this point. 
Governor Johnson of Colorado submitted a prepared statement in 
the Senate hearings in which he said: 


I am compellel to keep emphasizing that whatever water is stored in the 
Glen Canyon and Echo Park Reservoirs will be surplus to the agricultural and 
domestic needs of the upper basin, and must be delivered to the lower basin to 
satisfy the award of 1,500,000 acre-feet to Mexico and 1 million acre-feet to the 
lower basin. 

Furthermore, should the lower basin require an additional supply of water for 
agricultural and domestic purposes, the water stored in these reservoirs must be 
released. 

Under the 7-State compact the upper States must deliver at Lee Ferry in each 
10-vear period 75 million acre-feet to the lower States and 7% million acre-feet 
to Mexico before they can use 1 drop of water themselves beyond what they used 
before the 7-State compact was ratified. 

In the current 10-vear period that will leave only 3,250,000 acre-feet per year 
for their total use. In the previous 10-year period they would have had 4,150,000 
acre-feet a year. In 1902 the upper basin States under this formula would have 
had no water at all. 


Governor Johnson bases his contention on articles III (e) and IV (b) 
of the Colorado River compact, which provide: 


Art. III (e). The States of the Upper Division shall not withhold water, and 
the States of the Lower Division shall not require the delivery of water, which 
cannot reasonably be applied to domestic and agricultural uses. 

Art. [V (b). Subject to the provisions of this compact, water of the Colorado 
River System may be impounded and used for the generation of electrical power, 
but such impounding and use shall be subservient to the use and consumption of 
such water for agricultural and domestic purposes and shall not interfere with or 
prevent use for such dominant purposes. 
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If Governor Johnson is right, all the estimates of power revenues at 
Glen Canyon are wrong, because they are based upon the assumption 
that if the upper basin States release to the lower basin 75 million 
acre-feet in each 10 years (the minimum required by art. ITT (d) of 
the compact), they may keep everything else. (Even at that, it 
would take 25 years to fill Glen Canyon Dam if the next quarter 
century is as dry as the last 25 years.) 

These questions of interpretation of the Colorado River compact 
are now at issue in the United States Supreme Court in the case of 
Arizona v. California, et al. Whether or not the upper States, who 
have been impleaded by California, become parties to that case, the 
Court cannot divide the water in the Colorado River among Arizona, 
California, and Nevada, without ascertaining how much water these 
States have a right to receive from the four upper States of Colorado, 
New Mexico, Utah, and Wyoming. It is foolhardy to invest hundreds 
of millions in Glen Canyon Dam on an interpretation of the Colorado 
River compact which is challenged by the Governor of Colorado, and 
may be set aside by the Supreme Court in an action which is already 
pending in that Court. The consideration of this bill should await 
the Supreme Court decision. 


(11) Three physical and geological difficulties in addition to Echo Park 
make the project unreasonable and impractical 

(a) There is doubt whether Glen Canyon can support a 700-foot dam.— 
In October 1954, Commissioner of Reclamation W. A. Dexheimer 
wrote that the Bureau’s design specialists were ‘quite concerned” 
as to whether or not the foundation characteristics of the Glen Canyon 
site were capable of safely supporting a 700-foot dam. No further 
tests were made by the Bureau between October 1954 and March 1955. 
Nevertheless, Commissioner Dexheimer testified at that time before 
your Subcommittee on Irrigation and Reclamation that a dam of 
700 feet could be safely built. 

At 700 feet Glen Canyon would be the second highest dam in the 
world, second only to Hoover Dam, which is 726 feet high. Yet the 
foundation rock at Hoover Dam is at least three times as strong 
as the sandstone formation at Glen Canyon. This formation is 
nothing more than a weakly cemented sand dune. It was created 
geologically by the wind depositing one sand dune on top of the other. 

The minority members of your committee are not satisfied that 
the Bureau of Reclamation officials have proved their case sufficiently 
that a 700-foot dam ean be safely constructed at the Glen Canyon 
site without costly additional safety features. 

(6) The construction of Glen Canyon Dam will endanger Rainbow 
Natural Bridge—Rainbow Natural Bridge is a fragile structure of 
soft sandstone. Dynamite will be exploded within a mile on either 
side of the bridge, thus jeopardizing a rare natural wonder. In addi- 
tion, seepage from the Glen Canyon Reservoir may back up under 
Rainbow Arch. If the sandstone of Rainbow Bridge gets wet and 
soaked up with water, it will be reduced in strength and may crumble. 

(c) Large quantities of water may be absorbed and lost in the walls of 
Glen Canyon.—Bureau officials concede that at least 3 million acre-feet 
of water will seep. into the porous sandstone walls of Glen Canyon, 
but they failed to make studies to determine the exact quantity of 
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water that may be lost in this way. However, it has been inde- 
pendently calculated, assuming 250 miles of canyon wall and an 
average depth of 200 feet, that 32 million acre-feet would be absorbed 
by the porous sandstone walls. This is more than the storage capacity 
of the entire Glen Canyon Reservoir. Stacked on a football field, this 
amount of water would tower over 6,600 miles into the sky. It would 
be taken out of use forever in this highly arid region that so badly 
needs every available drop of water. 


(12) The benefit-cost ratio has been distorted contrary to reclamation law 
in an attempt to justify the project’s unsound economics 


The bill would, in effect, approve the use of the so-called benefit-cost 
ratio for testing the economic justification of irrigation projects. This 
has never been authorized by ey The testimony shows that, as now 
practiced, the benefit-cost ratio is simply a device used in attempting 
to justify projects, which are both economically and financially in- 
feasible, (1) by use of fictitious and unrealistic values to inflate the 
benefits, while (2) at the same time overlooking factors of cost to the 
Nation which would result from the project. 

Example No. 1.—On one participating project (the Hammond), the 
Reclamation Bureau would collect from the farmers only $2.02 per 
acre per year, but says the direct benefits are $41.50 per acre per year, 
or 2,000 percent of the amount it would require the farmer to pay. 
This contrast in benefits and repayment ability is simply not believ- 
able. Any formula achieving such a result obviously needs a drastic 
overhauling. 

Example No. 2.—The Government’s revenues from firm power pro- 
duction at Hoover, Davis, and Parker Dams would be decreased as 
much as 25 percent during the time (which may be as long as 25 years) 
the storage dams of the proposed project are filling. This loss has 
been ignored by the Bureau. 

In view of these major discrepancies, coupled with the fact that 
most of the projects named in the bill have a marginal benefit-cost 
ratio under the Bureau’s own figures, there should be an independent 
review of the Bureau’s computations by a group of impartial expert 
economists. On the Seedskadee project, for instance, the Bureau had 
to find $638,500 of “indirect benefits” and $313,100 of ‘public bene- 
fits’ to add to the finding of $614,500 in “direct benefits” (all items 
over a 100-vear period), to arrive at a final ratio.of only 1.46 to 1. 
The ‘indirect benefits” category includes such nebulous factors as “the 
increase in profits of all business enterprises handling, processing, and 
marketing products from the project and profits of all enterprises 
supplying goods and services to the project farmers,’’ while the “public 
benefits’ category is even more speculative, including dollar figures for 
Bureau guesses as to the “increase or improvement in settlement and 
investment opportunities, community facilities, and services and sta- 
bilization of the local and regional economy.” 

The only true criterion of economic justification of reclamation is 
reimbursability which has been the required basis of findings of 
feasibility since the inception of Federal reclamation in 1902. It 
should be maintained in the law without change. This the project 
utterly fails to do. 
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(13) Fifty years of reclamation law, precedent, and experience are jetti- 
soned by the project 

Example 1.—Present law requires repayment within 40 years, with 

respect to power and municipal water, and 40 years plus a develop- 

ment period of not to exceed 10 years with respect to irrigation. 

Under this bill: 

(a) The power allocation is permitted to be repaid in 100 years; 
(6) the municipal water allocation is permitted to be repaid in 
50 years from the date of completion of each unit; 
(c) the irrigation allocation is permitted to be repaid in 50 
years “in addition to any development period authorized by law.”’ 
Thus, the repayment period for power is extended 60 years, municipal 
water 10 years, and irrigation 10 years plus an undetermined period, 
over existing law. 

Example 2.—Present law requires that no contract relating to 
power or municipal water be made unless it will not impair the 
project for irrigation purposes. Under the bill, contracts relating to 
municipal water may be made without regard to this section. Al- 
though this may not be a bad result, it is another symptom of eroding 
the reclamation law by individual pieces of legislation instead of con- 
sidering such matters in the context of a national water policy bill. 

Example 3.—Present law requires interest at “not less than” 3 
percent per annum on the power investment. Under this bill, inter- 
est would be the cost of money to the United States, or about 2% 
percent per annum. 

Example 4.—Present law requires a finding of engineering and 
financial feasibility, the latter to be in terms of the 40-year repayment 
ability. Under this bill, the so-called benefit-cost ratio has been 
substituted for financial feasibility in order to come up with an 
“economic’”’ feasibility based on fantastic national benefits supposedly 
to be realized. This constitutes one of the greatest breaches of 
sect: law and leaves Congress with no well-defined standards of 

easibility whatsoever. 


(14) The project wholly ignores the Hoover Commission report 


The Hoover Commission report has just been released. The bill 
ignores any of the counsel to be gained from the labors of the Com- 
mission, which has completed a detailed study of this entire complex 
field. In fact, the proponents of this gigantic seheme.tried to get it 
through Congress before the Hoover Contmhivaion made its report, so 
blind have they been to the true national welfare in connection with 
water resources. 

However one may disagree with some of the recommendations of 
the Commission and the task force, your minority submits that the 
members of this group should be heard before Congress commits itself 
to the billion-dollar precedents of this bill. It should not be forgotten 
that this Commission was established by Congress to report to Con- 

ess so that Congress might consider the advisability of legislation to 
implement some if not all of the Commission recommendations. 
Regardless of the jeers heard from spokesmen for special interests, 

our minority considers that the people of this country respect the 
industry and the sincerity of the Hoover Commission inquiries. 

Your minority believes that the people are entitled to and will 
demand a thorough consideration of the Commission reports in every 
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field. For example, in the water resources field, the Commission 
report relates five conditions which the task force found to be necessary 
for the success of reclamation projects: 

1. They must have technical feasibility. 
2. They must be sound financially. 


3. They must have fertile soil capable of agricultural production 
over long periods of years. 

4. They must have adequate and suitable water supply. 

5. There must be farmers available who are interested in and 
enthusiastic for irrigation agriculture. ' 

Kielating these to the project before Congress, the record shows there 
is question as to the technical feasibility of the proposed 700-foot 
Glen Canyon Dam; the financing is wholly unsound; the soil by and 
lurge is of dubious quality; and the water supply is actively in ligitation 
in the Supreme Court. 

The Commission further found “experience shows that the farmers 
alone cannot bear the whole cost of irrigation projects.” Conceding 
this, would it not be a proper inquiry for Congress to determine what 
the farmers should pay? Should they pay only 12 percent, as this 
bill allows? If so, who should bear the balance of the cost, local area 
residents or the taxpayer in every corner of this Nation? 

The Hoover Commission makes a pertinent suggestion on this 
score—that the beneficiaries (including States) contribute at least 50 
percent—which may well be forgotten if the ‘“‘hydro-headed” monster 
now before Congress becomes law. 

(] 5) The bill include s projects wh ich have been disapproved by the Bure au 
of the Budget 

The Budget Bureau has specifically recommended that the Cure- 
canti, Flaming Gorge, and Navaho units not be authorized at this 
time. The Bureau has pointed out that there is no adequate basis 
for appraising the merits of these projects due to the lack of data on 
engineering, financial, and economic feasibility, detailed estimates of 
costs and benefits, and sufficient other pertinent information necessary 
for a complete understanding of the justification and necessity for the 
works. 

With respect to participating projects outrightly authorized for 
construction in section 1 of the bill, the Bureau of the Budget has 
submitted that their authorization should be conditioned upon a new 
finding of favorable economic justification by the Secretary of Interior 
which must include (a) a joint study with the Department of Agri- 
culture of the direct agricultural benefits of each project and (b) a 
reevaluation of the nondirect benefits of each project, based upon a 
reexamination of the methods presently used to compute the indirect 
and public benefits of reclamation projects. Based on the insuffi- 
ciency of the available information regarding these participating 
projects, which this bill would authorize, the Budget Bureau has 
stated that a reexamination is necessary ‘so that there could be no 
doubt about the economic justification of the projects finally under- 
taken.” 

Congress should not undertake to authorize questionable or 
unjustified projects. Until the information requested by the Bureau 
of the Budget is made available, Congress should not act on these 
projects. 
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(16) The bill varies substantially and materially from the administration- 
approved project 

(a) The bill’s projects are different—The administration recom- 
mended authorization of 2 storage units, Glen Canyon and Echo Park, 
and 11 participating reclamation projects, at an estimated construc- 
tion cost of $930 million. 

The Senate bill authorizes 6 storage units including Curecanti, 
Flaming Gorge, Juniper, and Navajo in addition to Glen Canyon and 
Echo Park, and 22 additional reclamation projects, involving a com- 
bined estimated construction cost of over $1.6 billion. 

The House bill authorizes 4 storage units—Glen Canyon, Flaming 
Gorge, Curecanti, and Navajo—and the 11 participating projects 
recommended by the Secretary. It also in section 2 provides what is 
tantamount to an advance commitment of the Congress to authorize 
the 23 additional reclamation projects (the same as named in the Sen- 
ate bill with 1 addition, Animas-LaPlata). 

(b) A reexamination of economic justification of the project, called for 
by the administration, is necessary—The administration recommended 
that the legislation provide that authorization of the 11 participating 
projects be conditioned on a new finding of favorable economic justifi- 
cation and of financial feasibility under specified financial require- 
ments, with reports submitted to the Congress on each project; and 
that new studies of direct agricultural benefits be made jointly with 
the Department of Agriculture. 

The bill contains no provision for the reevaluation specified by the 
administration whatsoever and hence ignores this important require- 
ment set forth as a condition precedent to administration approval. 

(c) Financial repayment features are basically contrary to those 
approved and recommended by the administration.—The admiaistration 
set up as a requirement that all reimbursable costs of the project 
should be repaid in 50 years, together with interest on the unamortized 
balance of the investments in power and municipal water supply 
features. 

The bill departs materially from the specified repayment criteria. 
It apparently adheres to repayment of irrigation investment in 50 
years, as recommended. However, it provides that the power invest- 
ment be repaid within the expected economic life of the power unit 
but not exceeding 100 years, or twice the 50-year repayment period 
specified by the administration. 


(17) The project should not be authorized at this time because the eco- 
nomic, engineering and financial survey prerequisite to its proper 
evaluation are still inadequate and incomplete 

The official reports of the Bureau of Reclamation and the testimony 
of Bureau witnesses clearly show that the investigations, surveys, 
and studies in regard to engineering and the economic and financial 
aspects of the proposed Colorado River storage project and participat- 
ing projects are incomplete and inadequate. 

The provisions of the Senate bill itself, which require further studies 
and report by the Secretary of the Interior on economic feasibility 
and financial reimbursability of the 11 participating projects previously 
recommended by the Secretary, demonstrate that reliable information 
is not now available even on those projects that the Bureau has 
already reported upon. The House bill seeks to cover up this defi- 
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ciency even in the face of the clear recommendation of the administra- 
tion that these projects be reevaluated before authorization. 

The Senate bill with which the House bill might go to conference 
includes authorization of scores of projects on which no reports have 
as yet been submitted by the Secretary of the Interior, on many of 
which only the barest reconnaissance data is now available. 

The record reveals the need for much more thorough investigations 
and studies of the proposed storage units. Even as to the Glen 
Canyon storage unit, the Interior Department officials have expressed 
concern over the adequacy of the foundations and have stated that 
decisions as to final plans would not be made until further studies are 
completed after authorization. Plans for the other storage dams are 
even less decisive. Thus there is grave question as to the adequacy 
of cost estimates and the financial feasibility of the storage features 
of the project. 

In addition, it is clear from the record of the hearings that the pro- 
posed storage units of the project will not supply any water to the 
reclamation components now proposed and are not needed to enable 
these projects to obtain and use the amount of water estimated by the 
Bureau to be required. Yet under the House bill, it is proposed to 
spend about $600 million, and under the Senate bill about $750 mil- 
lion, for storage units that are not to be needed to meet basic water 
supply requirements for at least 25 vears and probably more. 

In view of the foregoing, action on the project at this time would be 
premature and without justification. 


(18) The project would critically impair the quantity and quality of 
water to which the lower Colorado Basin States, particularly south- 
ern California, have prior rights 

A football field is slightly more than a acre of ground. Cover it a 
foot deep with water and you would have about an acre-foot of water. 
Cover it with a tower of water 11,000 miles high, and you have an 
idea of the amount of water parched southern California will lose if 
the project is built as now planned. 

This is true because the multi-billion-dollar project is designed to put 
approximately 48 million acre-feet of water in storage behind dams in 
Colorado, Utah, Wyoming, and New Mexico. Another 10 million 
acre-feet of water would be dissipated into thin air by evaporation dur- 
ing storage. 

In all, 58 million acre-feet of water would not flow down the Colorado 
River from the upper basin States of Wyoming, Utah, New Mexico, 
and Colorado to the lower basin States of Arizona, Nevada, and Cali- 
fornia. Thereafter, the dams would evaporate another 600,000 acre- 
feet of water per year, enough to supply the needs of a city of 3 million 
people. The magnitude of the evaporation is apparent when compared 
with the 400,000 acre-feet figure that is to be put to beneficial use by 
the 11 irrigation components recommended by the Bureau. 

Yet so vital is this water in the lower basin that even today arid 
Arizona and California are before the United States Supreme Court 
litigating their rights to it. 

California agrees that the upper basin is entitled to use some of that 
58 million acre-feet, but contends that most of it must be left flowing 
down to the lower basin under provisions of a solemn contract entered 
into by these 7 States in 1922 known as the Colorado River compact. 
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Celifornia’s besic position is that she conforms to the compact and 
must insist that the States of the upper basin and the Federal Govern- 
ment do likewise in the planning and administration of the project. 
California thus is fighting only to preserve rights to water she already 
has and not for any new and additional water rights. 

That is why billions from the United States Treasury should not be 
spent to build the upper Colorado project in such a manner as merely 
to transport the oasis of southern California to Wyoming, Colorado, 
Utah, and New Mexico. In the process, financial ruin would be im- 
posed on almost 6 million southern Californians. These States can 
plan their projects without this disastrous result and California de- 
mands that thev do so. 

Additionally, the project threatens seriously to impair the quality of 
water, if any, southern California might receive from the river after 
project construction. 

No one contends the quality of the water even now reccived from 
the Colorado River approaches excellence. Millions of dollars have 
been spent for purifying devices to remove herdening alkalis and salts 
before use in homes and factories. Yet witnesses for the Bureau of 
Reclamation have told Congress they neither concern themselves with 
water quality nor recognize any responsibility whatever to operate the 
proposed project with regard to this vital subject. 

Only after searching cross-examination would they admit that their 
files contained no more than the most sketchy information on the sub- 
ject. Based on it they reluctantly confessed even the initial features 
of the overall project would raise these impurities by a thumping 
12 percent when the water reaches California. 

That figure would jump to 54 percent if additional projects now in 
the planning stage are added to those presently under consideration. 

Competent enginecrs estimate 1.2 tons of alkali and salt would be 
added to every acre-ioot of water available for use in southern 
California. 

Irrigators use at least 3 acre-feet of water per acre in a year to grow 
their crops. That would deposit 3.6 tons a year of such impurities on 
every acre. Just how long soil could continue growing crops in face 
of this is speculative. 

The effect would be similar in home and industrial water systems, 
to say nothing of the already irritated digestive tracts of almost 6 
million southern Californians. 


(19) The project would critically impair operations at Hoover Dam and 
lose $187 million in revenues to the Federal Treasury 

During the 25-year period of filling the dams contemplated by the 
bill, firm power output at Hoover Dam would be reduced by 25 
percent. Secondary energy would be wiped out entirely. This 
shortage would cost the lower basin about 200 additional millions of 
dollars for replacement power and cost the Federal Treasury about 
$187 million in lost revenues. 

To say the least, this is a strange power policy for the Federal 
Government to follow. First it builds Hoover Dam on the lower 
reaches of the Colorado River. The power can be produced very 
cheaply so the Secretary of the Interior enters into contracts to sell 
certain quantities of power at rates of 2 mills per kilowatt-hour and 
less. Then the Federal Government builds additional dams upstream. 
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Here power cannot be produced so cheaply. But in order to generate 
power at these upstream dams to be sold at 6 mills, it cuts back the 
production of 2-mill power at Hoover Dam, which is already con- 
structed and operating efficiently. This is Government waste with 
a vengeance. 

Essentially, the Colorado River storage project implies the destruc- 
tion or impairment of 25 percent of the value of the Boulder Canyon 
project to help make possible the construction of a new project 
upstream, to furnish power at over twice the cost and water at several 
times the cost of that which would be taken away from the lower 
basin, in violation of the covenant of the Government in the Boulder 
Canyon Project Act and in the power and water contracts made under 
that act. 

Moreover, the Federal Government will be in breach of solemn 
contractual obligations if it curtails energy output at Hoover by 
intercepting water for creating power heads at the upstream dams. 
The project may not legally impound water for power purposes if 
needed to generate electrical energy at the lower basin dams. If the 
Federal Government breaches its contracts with power contractees in 
the lower basin by cutting back power deliveries at Hoover Dam, it 
will be subject to suit for hundreds of millions of dollars in damages. 


(20) The assistance to Navajo Indians in the bill is negligible; cost of 
project’s benefits 1s $200,000 for each and every Navajo farm 

The assistance to the Navajo Indians in the bill would be negligible 
without the addition of the costly Navajo reclamation project. 

The bill would authorize the Navajo Dam and Reservoir only and 
this does not irrigate any Navajo lands. The water stored in the 
reservoir could not be used for irrigation of Indian lands unless and 
until canals and other facilities of an additional reclamation project 
are authorized and built, involving a construction cost of $175 million 
or more. 

According to testimony presented at the hearings, the Indian 
Bureau contemplates that the additional reclamation project would 
provide for 1,100 Navajo Indian family farms. The cost per family 
farm would be about $200,000. Indian Bureau witnesses estimate 
the gross income per family farm would be $5,000 a year. In com- 
parison, it should be noted that the $200,000 of capital proposed to be 
expended per family farm would, if invested at 5 percent interest, 
yield an income of twice the estimated gross farm income. 

In view of these facts, consideration might well be given to some 
different program for use of Federal funds to rehabilitate the Navajo 
Indians that would be more beneficial to them and more practicable 
and effective from the standpoint of the Federal Government than the 
costly irrigation project as proposed. In this connection, the record 
indicates that it is not certain that the Navajo Indians either want to 
farm irrigated lands, or would succeed as irrigation farmers. 


(21) The project would forever tie the future of the intermountain West to 
a horse-and-bugqy farm economy and forestall development of its 
rich industrial potential 

The region in which the project would be constructed is unbelievably 
rich in natural resources. These are the measures of its future 
potential. 
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The water resources of the area are of measurable quantity, and their 
potential benefits to agriculture would be small. On the other hand, 
the benefits which these limited water supplies could bring to a pro- 
gram of industrial expansion are immeasurable and of unlimited value. 

Irrigation is a very uneconomic user of water. The value of crops 
grown under western irrigation is equal to about 10 cents for each 
1,000 gallons of water withdrawn. The value of manufactured 
products amounts to about $5 for each 1,000 gallons withdrawn. 

The potential thermal power resources of the project area are beyond 
comprehension. In the heart of this land, the Bureau of Reclamation 
is proposing a horse-and-buggy economy that would cripple forever 
opportunities to create a profitable and unlimited industrial economy. 

Steam or nuclear plants to provide electrical energy in these States 
could be built by private capital, with no Federal subsidy involved. 
They would create new employment in the coalfields and in the in- 
dustries that would build to take advantage of the available power. 
Thus a sound stone would be placed in the area’s economy by each 
plant and each job created, and the plants, the new industries, and 
those employed by them, would pay taxes to the local, State and 
Federal Governments. 

Agricultural development will seriously injure, if not kill, all oppor- 
tunities to build such a sound economy. There is only so much water, 
and the most wasteful way to use it would be by subsidizing unneeded, 
extravagant, and wasteful irrigation projects. The hope of the area 
lies in a modern-age industrial program, not a surplus-ridden farm 
economy. 

JoHN P. Saytor. 
Joun R. Pituion, 
Craig Hosmer. 
James B. Urr. 
James A. HA.ey. 
Gro. A. SHuFrorp: 
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A MINORITY REPORT IN OPPOSITION TO H. R. 3383 AS 
REPORTED BY THE HOUSE COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS 


INTRODUCTION 


Since the very early days of the Nation’s history the Federal Gov- 
ernment has been able to promote economic growth by expenditure 
of its handiest and cheapest resource—land, Millions of acres of land 
have been given to individuals, to corporations, and to lesser Govern- 
ment agencies, the proceeds from the sale of which, or the use of which 
were for the promotion of the Nation’s economy. Now, however, 
Federal investment in economic growth involves cash from taxpayers’ 
funds in the United States Treasury. The sum total of all such 
expenditures affects the tax rates, and because the taxpayer is payin 
such a large share of his income in taxes he is entitled to get his fu 
money’s worth from each suggested additional expenditure. 

The Colorado River storage project as here proposed, in our opinion, 
is one which is uneconomical and unnecessary, and will not contribute 
to our national economic growth, but on the contrary will constitute 
a handicap and a drain on the Nation’s purse. 


EXPENDITURES FOR WateR RESOURCES 


Since 1941 the Federal Government has appropriated some $9% 
billion for water resource projects and has authorized projects which 
will cost another $18; billion. We are informed that if all proposed 
projects presently under discussion and consideration, including the 
upper Colorado River storage project, were authorized, the above 
totals would amount to over $70 billion. This is an astounding figure, 
it is equal to one-fourth of the national debt. 


Costs 


Most Federal water projects seem to have one thing in common, 
a major underestimation of costs. 

Estimates of benefits also have been excessive. Examination by 
the Hoover Task Force on Water Resources has revealed that con- 
struction cost per acre for irrigated land of a group of Bureau of 
Reclamation proposed projects varied from $140 to $1,475 an acre, 
despite pete hd doubt that any of the land involved, if provided 
with a full water supply would have an average market value over 
$150 per acre. Any amount spent for construction over that sum 
would amount to a subsidy. 


Costs in Britt 1n Present Form 


The cost of the proposed storage — plus the participating 


projects, as originally offered in this bill was estimated at approxi- 
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mately $1,055 million. By eliminating Echo Park and its recrea- 
tional area by $176 million and $21 million, as well as the fund for 
Curecanti Dam and Reservoir of $49 million, and adding to the 
project $36 million for the Navajo Dam, plus an overall reduction 
of 10 percent, we arrive at a cost figure of $760 million. This method 
of cost determination to us is unsound. It leaves the actual cost 
somewhere, but considering all of the provisos, and possibilities of 
increases as a result of future study, there is no possibility of deter- 
mining what this cost will be. 

This is unrealistic. The bill as the majority reports it commits 
the Nation to a program of construction the cost of which, to put it 
mildly, is an unknown amount. This is one reason why we oppose 
this bill. 

Costs Per AcrE 


The Bureau of Reclamation presented cost figures for initial partici- 
pating projects. Costs allocated to irrigations varied from $210 to 
$794 per acre, or an unweighted average of over $400 per acre. Little 
of this land even with sufficient water would command a fair market 
value as high as this. Costs estimated for some 22 other possible 
participating projects, on the basis of only partial investigation, run 
as high or higher, and up to $1,530 per acre in one instance. We 
deem these costs excessive and economically unsound. 

There exist at least 20 million acres of undeveloped fertile land in humid areas 
of the United States which can be developed for agriculture at a fraction of the 
cost of the acreage serviced by the upper Colorado storage project. 

The Department of Agriculture reports there are more than 20 
million acres of undeveloped fertile land in the humid areas of tle 
United States which can be developed by low-cost drainage. Develop- 
ment costs would be from $60 to $100 an acre for such land. The 
cost involved to taxpayers of the Nation in developing new and sup- 
plemental water for the acreage serviced by the upper Colorado 
»roject, which amounts in all to only about 600 square miles of new 
and, would range up to 50 times as much for each acre developed. 

As an example, the Department of Agriculture lists acreage available 
for low-cost development in these 21 States as follows: 


-leres icres 

RISDAMO Se os ods ccccaawce 683, 000 Missouri. ............ eet 323, 000 
APRON. ous 5 aids cee we 1 R6R. OOD. . New: ¥ ities ks ciccucleceuak 100, 000 
oo ee ieee ee 1, 970, 000 North Carolina «mide io Tatiana ees Oe 
Eg TE a aie ee ae 172%: OOO Cais) 8 erate Saks 95, G00 
ihe, Sek OR FA nee 69, OOO Pennsvivania SLL SUA) ae 90, OOO 
DIAMAR Goo cee 135, O00 South Cearolina___... 2. lL 996, U0 
Kentuaeles . 35. <ncncceen ck Lat CO: TD epeteteee . oi cee tance 242, JOO 
SOIREE 555 ic. Wa a coke ROL ce RE Ue co oes Ucn a heh ae 3, 928, O00 
WENT onc a shim ic eek Gon Gue” Virnroe 3. er tee 514, 000 
Wrasse OS S74 O00 Wiseotalfi i oo eek eee 316, 000 
Dieminiger. £60600. 224658 1, 272, WOO 


TESTIMONY AT THE HEARINGS 


Testimony of proponents of the Colorado River storage project we 
fee! has been hazy and incomplete. 

The program as presented by the Bureau of Reclamation lacks 
preciseness of detail and accuracy of information. 
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COLORADO RIVER STORAGE PROJECT 


We are asked to authorize a project consisting of some major storage 
rojects and a varying number of so-called participating projects. 
he number of these remains unknown despite voluminous testimony. 

Not even the precise location, size, and dimensions are presented with 

any degree of exactitude. 

We are told that this additional land is needed to produce crops 
for an anticipated great increase in population within the next quarter 
of a century while at the same time we are perplexed by the existence 
of a surplus of a number of the basic crops. 

Again we are astonished to hear that this vitally needed agricultural 
land will not be able to support the cost of the construction, that 
power to be generated at relatively high cost at the storage dams 
will pay all of the cost save a diminutive figure of $82 million of a 
total of about $320 million for irrigation costs. It seems strange to 
us that 143,000 acres of land getting full irrigation, 243,000 acres 
getting supplemental water can’t do better than that. This is only 
one-fourth of the cost, and over an indeterminate period of years, 
something in excess of 50 years. 

The project is located in an area where population is 3 persons per 
square mile, compared to the national average of 51. Where are the 
consumers of electric power to buy the vast amounts expected to be 
generated here? What are the inducements offered to newcomers? 
No evidence has been offered of any new industries or sufficient 
amounts of domestic power demand to justify this contention. 

Most water resource development programs offered to the Congress 
for approval make use of what is known as the benefit-to-cost ratio, 
by which it is sought to demonstrate that expected benefits, reason- 
ably demonstrated, will exceed costs. In some borderline cases the 
national welfare is introduced into the balance. Here in this instance 
we say the case is not proved and no question of national welfare is 
involved that does not have a better answer elsewhere. 

Here is an attempt to hang a group of projects together, as we see it, 
some justified and some not, dependent upon an tmproved source of 
water supply, to be financed over an excessively long term of years, 
one-third by water users, two-thirds by power revenues, with a 
doubtful market for high-cost power, in a thinly settled area, primarily 
to establish priority of use of such water as may be available. Fora 
project of this nature we cannot in all fairness offer our support. 

We suggest that authorization be withheld. At some future date, 
if proper facts are offered in support of proponent’s contentions, we 
would give further consideration to the project. 


Excessive Cost 


The bill in its proposed (or present) form amounts to a blank check 
to a Government construction agency which has been treated over- 
generously already in the past. ‘Total costs are unknown, only 
preliminary and partial studies have been made on most of the 
participating projects. 

Interest charges alone for the full period allowed for repayment 
are estimated to amount to between $320 million and $1,153 million 
or from about 30 percent to more than 100 percent of the original esti- 
mated construction cost. This, of course, will be subject to revision 
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52 COLORADO RIVER STORAGE PROJECT 


upward should more participating projects be added, and there are 
many being talked of, of dubious value to say the least. 

Extension of the repayment period to the year 2032 is a departure 
from precedent and means that it is entirely probable that that year 
will be beyond the economic life of some of the units. 

Almost complete dependence for repayment of the costs of the 
project upon a system of high-cost hydro projects amounts, in our 
minds, to fiscal necromancy. There is considerable doubt as to the 
availability of a ready market for this high-cost power (at 6 mills per 
kilowatt hour). Sufficient evidence to justify dependence upon this 
source of revenue for repayment costs has not been presented. 

It is doubtful if consumers will utilize and pay the high rates that will 
be necessary to liquidate the cost of the project, at such high rates as 
would place project power rates far above that of hydro projects 
elsewhere. They would necessarily be far above established rates at 
other reclamation projects. 

It is passing strange too, to have such dependence placed on hydro- 
power near the center of the largest coal reserves in the Nation, which 
need only to be mined to produce steam-generated power to the full 
extent of any foreseeable demand. The oil shale deposits of the 
Colorado Plateau are another potential source of energy to compete 
with this high-cost hydropower. 


_ 


Errect or Ecno Dam ELIMINATION 


The elimination of Echo Park Dam and Reservoir and restriction 
in size of the Curicante project in our minds weakens considerably the 
entire project. The already questionable ability of the project to 
repay its costs is further weakened. The loss of the revenues from 
power thus eliminated in our minds are alone sufficient to condemn 
the entire project in its present form. 

Echo Park Dam is still in the bill—The committee voted to strike 
the controversial Echo Park Dam from the bill. But is it out? 

The Desert News of Salt Lake City, Utah, which has been cam- 
aigning hard for the project, reported from Washington on the action 
y the committee: 

Backers of the river bill and Echo Park were not dismayed by the Thursday 
vote. It has long been a part of upper basin States’ strategy to delete the Echo 
Park Dam in the House bill on the hope that it will be restored by a joint House- 
Senate conference committee. Otherwise, House leaders said it would be im- 
possible to get the project bill through the Rules Committee and past the House. 

Echo Park is still in the bill because we are advised the project 
will not work without it. Under Secretary of the Interior, Ralph A. 
Tudor, testified before the 83d Congress that taking Echo Park Dam 
out of the upper Colorado storage project would be like taking the 
pistons out of the engine of an automobile. The project will not 
function without Echo Park Dam. 

Commissioner of Reclamation, W. A. Dexheimer, testified before 
the committee this year that the project would not be economically 
feasible without Echo Park Dam. He stated that the economic feasi- 
bility of the project might be established without Echo Park if some 
of the participating projects also were deleted. However, this was 
not done by the committee. In other words, the committee sends 
to the House a bill which the Commissioner of Reclamation conceded 
would be economically infeasible. 
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CONCLUSION 


Presuming, and it is a rash presumption in our minds, that the 
project is actually built at present cost estimates, the power is sold 
at the bus bar at 6 mills (usual revenue from other Federal power 
projects ranges from 3 to 4 mills) it will still be at least 78 years from 
start of construction to completion of construction costs. That is 
under the most favorable conditions. 

As against this possibility there are these factors to be weighed. 
Reasonable doubt cost can be held down to estimate. This is based 
on past performance. Reasonable doubt as to sales of power reaching 
expectations. At least reasonable doubts as to the availability of 
sufficient water supply. 

A project which depends for its justification upon information as 
—- and inexact as has been true in this instance is of doubtful 
value, 

We suggest a great deal more study, the development of more 
precise cost figures, more economic financing arrangements, before we 
act upon a project of such magnitude. 

The bill as offered by the majority of the committee would commit 
the Nation to a program which may cost up to $5 billion before it is 
completed. This is a project of doubtful value and one based upon 
utilization of water resources about which there is real doubt as to 
their existence in fact; 

James A. Hatey. 
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ADVERSE REPORT ON UPPER COLORADO PROJECT 
(To accompany H. R. 3383) 


Initial cost 


CRP UE Gime IIONNN Ro Oct cc cnudbualceane eanddbews $1, 600, 000, 000 
Cost to each person in United States_..............-.---..-- 1 
Cost to each congressional district. _.............---.-.---.. 3, 500, 000 


Ultimate cost 


Potential minimum cost of ultimate project__.......-...--.-- $3, 200, 000, 000 
Potential cost to each person in the United States. _.........- 20 
Potential cost to each congressional district__............---- 7, 000, 000 


Who pays the bill? 


Investment by irrigators benefited. _...............--.---..- p 
Investment by power companies and consumers___.......-.-- 0 
Investment by upper Colorado States__.__.........--.-.-.-- 0 
Initial investment by taxpayers of United States_.........--- $1, 600, 000, 000 
Potential investment by United States taxpayers.._......-.-- 3, 200, 000, 000 


Project is financially bankrupt 


ALLOCATION OF COSTS 


Nonreimbursable, fishing, recreation, flood control_.........-.. $8, 708, 000 
DRUGS Weber... ko Jet od be cee ta ee oe a 72, 275, 000 
oe aS EE ee eee ae ae. ee een ey eee 656, 604, 000 
ns lo et ers iene anata haem eee, Recen Secee« Pane 915, 372, 000 

PS os nace ako ae ORO ced bak chenkuwawd ccaweade. 1, 652, 959, 000 


ALLOCATION OF REPAYMENTS 


Irrigators to repay (out of irrigation costs 
OF Se LE Bee. OOOh. ee eens esau 
Power consumers to repay (out of power 
costs of $656,604,000)_..........-...- $1,456,464,000 or 222 percent of cost 


$187,787,000 or 20 percent of cost 


REPAYMENT PERIOD 


Provided for in House bill, 8. 500 (substitute) (estimated at 6-mill power 
rate and 244 percent interest rate, 4 storage units, 12 participating proj- Y¢" 


RAN ee ay LL RN a SN SS ber a pr ny SS oh cae sR Sey, NL er pO 100 
Estimated re epayment period for 6 stors uge units, 34 participating projects, 

at actual 2’ percent interest (no figures available).............------ 120 
Two projects, Gooseberry and Emery(Utah), have estimated repayment 

TE VEE oo a tint atha wiecan eye A Re of a ey ae 200 


United States tarpayers to receive valueless dollars 


Pamanesing power 6f GONAE 101900. oo. < o cece ncn coh onenecanambadea $1. 00 
Purchasing power of dollar today, in 1955_._..........-.-...----.-.-- . 32 
Estimated purchasing power of dollar in 2055 (100 vears from now)-....- 05 


54 





DO, 000 
20 


D0, 000 


a) 
0 
iT) 
00, 000 
00, O00 


8, 000 
o, DOO 
, OOO 
2, 000 


$1, 00 
32 
. 05 


COLORADO RIVER STORAGE PROJECT 


Sale price of power (6 mills per kilowatt-hour) 





Cost pe r| 
Power unit mills Kilo, Profit or 
watt-hour! 
| 
' 





+1. 
+. 
—2. 








Who subsidizes whom? 


Number of acres to be newly irrigated__ sah 506, 000 
Number of acres to receive supple mental irrig ation 
Number of farms to be irrigated at 100 acres per farm, 3 supple »mental 

irrigated acres equals 1 newly irrigated acre farmers. 6, 700 
Number of potential electricity consumers__.......-...------------- _ 750, 000 


Subsidy to irrigators by electricity consumers 
Miu per kilowatt 
hour 
Wholesale price of electricity under bill 6 
Cost of electricity at Glen Canyon__. - Saks en we 4.7 
750,000 consumers of electricity would subsidize 6,700 farmers to the 
extent of the differential between the cost (4.7 mills) and the sale price 
of electricity (6 mills) ..--- Seine been GUO wide the Ee 


Subsidy to trrigators by electricity consumers 


Cost of irrig _— projects _ $915, 372, 000 
T o be re pai 1h irris ators (6, 700 f iArms)_-. m 187, 7387, 000 
Direct subsidy by 7 750,000 electricity consumers to 6 700 farmers 727, 585, 060 


Subsidy by United States larpayers 

Phe loss in valne of dollar due to inflation upon $1,652,959,000 

invested now and to be repaid in average of 50 years; estimated 

loss about two-thirds of investment om _.. $1, 217, 653, 000 
Less of interest at 3 percent upon irrigation investment of 

$187,787,000 repavable by irrigators without interest over an 

average of 50 years; total 150 percent without compounding 

yg eT els eae 281, 680, 000 


InitraL Cost ($1.6 Biiiion) 


The total estimated construction costs for this project is 
$1,658,460,100. Based on a United States population of 160 million, 
the cost would average $10 for every person in the United States. ‘The 
cost would average $3,500,000 for each congressional district with a 
population of 350, 000. 

The Senate bill, S. 500, fully or conditionally, authorizes 6 storage 
units (dams, reservoirs, and hydro plants) and 34 participating 
(irrigation) projects. The estimated overall construction costs of 
these projects is $1,658,460,100. 

The House bill, H. R. 3383, was substituted in the House Interior 
Committee by S$. 500. The House bill fully or conditionally authorizes 
4 storage units and 34 participating projects. It proposes an authori- 
zation of $760 million. This figure is unrealistic. This estimate was 
arrived at only for the purpose of making this project a little less 
unpalatable to the Members of the House. 
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The bill actually initiates construction on 23 of the 34 partivipating 
projects by directing the preparation of detailed designs and specifica- 
tions for these projects. The cost of these projects was left off the 
appropriation authorization on the theory that they were merely 
being “programed.” The estimated cost of these 23 projects, amount- 
ing to $570 million, should be added to the estimated authorization of 
$760 million. 

The House Interior Committee reduced its estimates by arbitrarily 
cutting 10 percent off the construction costs submitted by the Bureau 
of Reclamation. It also left off the cost of construction for the Cure- 
canti Dam although it is subject only to a report by the Secretary of 
the Interior. The arbitrary reduction of the 10 percent and the cost 
of the Curecanti Dam amounts to $130 million. The addition of $130 
million and the $570 million to the $760 million results in a total cost 
of $1,460 million for the projects as authorized by the House bill. 

With the prospect of a conference on the Senate and House bills, it 
is reasonable to count on a total initial construction cost of $1,658,- 
460,100 for this project. 


Uutmmate Cost to Taxpayers ($3.2 BiLuion) 


S. 500 and H. R. 3383 would authorize only the “initial phase’’ of 
the upper Colorado project. The “ultimate plan” would cost a mini- 
mum total of $3.2 billion or $1.6 billion additional. 

Thus, the potential cost is $20 per person and $7 million per con- 
gressional district on the average. 

The projects included in the present bills are merely the “initial 
phase” of the proposed upper Colorado storage project. The Senate 
bill would authorize 6 storage units while the House bill would author- 
ize 4 storage units. 

The “ultimate plan” is contained in the report of the Department 
of the Interior to Congress, Avri! 6, 1954, House Document No. 364, 
83d Congress. This “plan” would construct 10 storage units (dams, 
reservoirs, and powerplants) as compared to the initial phase of 6 stor- 
age units in the Senate bill and 4 storage units in the House bill. 

The “ultimate plan” for the upper Colorado project lists 100 proj- 
ects as potential participating irrigation projects. The Senate and 
House bills would each authorize 34 of these irrigation projects. 

The total cost of the additional storage units and irrigation projects 
contained in the ‘‘ultimate plan” is estimated at between $1.5 billion 
and $3 billion. An example of the potential liability is found in the 
central Utah project. This project is one of the 34 irrigation projects 
contained in this bill. The initial cost for irrigating 28,000 acres of 
new land is $231,044,000. In the comprehensive “ultimate plan,’’ the 
project would be enlarged to irrigate 200,000 acres of new land. The 
prorated additional cost for this 1 project will approximate $1 billion. 

A potential liability of $1,600 million would be a most conservative 
estimate of the additional cost to the taxpayers to complete the “ulti- 
mate plan’ over and above the projects authorized by S. 500 and 
H. R. 3383. 


PorentTiAL Liasinity Dus to UNDERESTIMATES OF CosT . 


The Bureau of Reclamation issued a report in March 1952 upon the 
cost increases over original estimates for reclamation projects. This 
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COLORADO RIVER STORAGE PROJECT 57 


report upon all projects, dating from 1903 to 1952, showed that the 
completed project costs averaged 105.7 percent above the original costs 
estimated by the Reclamation Bureau. 

On this basis, it is reasonable to assume that the cost of the “initial 
phase” of the upper Colorado project will amount to $3.2 billion rather 
than the estimated $1.6 billion. 


Wuo Pays tHe Bru? 


The irrigators who presumably receive the greatest benefits invest 
nothing in this project. 

The power companies would save the original cost of investment in 
steam plants and purchase power at the cost of generating power in 
steam plants. They, too, would make no investment of any kind. 
The power consumers would not be required to furnish any capital. 

The four upper Colorado States, Colorado, New Mexico, Utah and 
Wyoming, escape making any investment. The project is designed, 
primarily, to enable these 4 States to divide the monies produced by 
water power among the 4 States. 

The full cost of $1.6 billion (potential, $3.2 billion) is to be borne 
by the taxpayers of the United States. 


Prosect Is GUARANTEED BANKRUPTCY 


This project is hopeless with respect to financial feasibility. In 
general, the power users and the taxpayers are called upon to sub- 
sidize $915,372,000 of irrigation costs. The farmers would repay at 
the most optimistic estimates only 20 percent of the costs in inflated 
dollars over a period of up to 120 years. 

The farm repayments total $187,787,000 to be repaid without 
interest after a development period of 10 years. 

The purchasing power of the dollar has declined from $1 to $0.32 
in the past 50 years, from 1905 to 1955. Most of this loss of value 
occurred in the last 25 years. There is an increasing acceleration of 
inflation and decline in dollar value. No one can reliably foretell 
the value of the dollar 100 years from now. However, at the present 
rate of inflation (2 percent per year or more) the value of the dollar 
100 years from now would be nearly zero. 


An Economic CATASTROPHE 


AGRICULTURE 
Billions 
Agricultural surplus as of May 31, 1955. --...-.........-.-..-....... $4. 89 
Agricultural loans on surplus as of May 31, 1955 2. 304 


Total surplus and loans as of May 31, 1955 
Nore.—The above figures do not include commitments under law. 


This bill would add the production of 506,000 newly irrigated acres 
and 406,000 supplemental irrigated acres to our agricultural surpluses. 
The taxpayers and consumers would bear the additional burden of 
subsidizing this surplus production. 

This bill represents a “planned economy” in which production is 
not to be directed by the demand of the consumer but is planned and 
directed by our “bureaucratic planners.” This bill would commit and 
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mortgage these lands to an agricultural economy for the next 100 
years. The irrigation districts must see to it that all farms continue 
to produce so that the total repayment costs can be met. This leads 
to tremendous political crows for more and more governmental 
subsidies and agricultural purchases of surpluses, 

This increased agricultural production depresses prices for every 
farmer in the United States. Instead of alleviating our agricultural 
ills, our problem becomes increasingly acute for both the farmers and 
out taxpayers, 

ELECTRICITY RATES 


The rate of 6 mills per kilowatt-hour is an exceedingly high rate for 
electricity. It compares with a 2.41-mill rate for power sold by the 
Bonneville Power Administration. 

This artificial high cost of power constitutes a penalization of the 
consumers in the four upper Colorado Basin States. It will foreclose 
the industrialization of this area and condemn the people of Colorado, 
Utah, Wyoming, and New Mexico to agricultural serfdom for the next 
100 years. 

Cotiossat Waste or Water Resource 


Water is one of the precious resources of the Western States. The 
use of water for irrigation is the most ineflicient use that water can be 
put to. 

For example, 1,000 gallons of water will produce 10 cents in value 
when used for irrigation. For industrial uses the 1,000 gallons of 
water will produce $5 in value. 

This project would waste precious water for a noneconomic use to 
produce agricultural surpluses, 


Tue SocioLtogicaL Navasgo Prosgecr 


Both the House and Senate versions of S. 500 provide for the con- 

struction of a dam and reservoir as a storage unit for the Navajo 
yroject. 
The cost of the dam is $36,592,000. It has no powerplant and can 
only be used for the storage of irrigation water. This authorization 
commits the United States to a further authorization to complete the 
Navajo irrigation project. The total cost of this project is estimated 
to be $212,037,000. 

This project is not proposed as a sound reclamation project. It is 
submitted as a “relief project” to resettle 1,100 Navajo Indian fam- 
ilies upon irrigated lands. It is “planned” to have these families raise 
fruit and other cultivated crops. 

The present income of the Navajo Indian is $150 per year. The 
“planners” have not specified who will supply the additional $10,000 
to $15,000 needed for agricultural machinery. Presumably it will be 
the United States taxpayer. 

A summary of the financial aspects of the Navajo project follows: 


Datel cout et Nawalo projects -issc. ods os co isnceweendccnens $212, 037, 300 
Navaic famine (6 00 rescttiad i os oc ci cdicondiemewekelnnus aia 1, 100 
lovesgmnties.1 Tavaio femelle... .coseraccatavmonsenheccene $192, 700 
BUTE GS Te ER... nn cbenean ncecne ot Eee eee aeae 137, 250 


Cost of irrigation for 1 acre........... Waitt Sis hicbbadbbad $1, 540 
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This project has not been studied or approved by the Bureau of 
Reclamation. The investigation, findings, and recommendations are 
made by the Bureau of Indian Affairs. It is specifically stated to be 
a social project to bring relief to low-income Navajo Indians. 

This project would serve to keep the Bureau of Indian Affairs in 
business for another 100 years. Instead of terminating supervision 
and guardianship over Indians, this project would tend to perpetuate 
our supervision over Indians. 


It is contrary to the stated policy of Congress to end supervision 
over Indians as soon as practicable. 


CoNcLUSION 


The upper Colorado reclamation project is an economic folly, a 
financial bankruptcy, and a sociological tragedy. This bill should be 
recommitted for the good of everyone concerned. 

Joun R. Pituion, 
Member, Committee on Interior and Insular Affairs, 
United States House of Representatives. 
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84TH CONGRESS } HOUSE OF REPRESENTATIVES Report 
1st Session No. 1088 





GOVERNMENT EMPLOYEES TRAVEL EXPENSE 
ALLOWANCES 





Jury 11, 1955.—Ordered to be printed 





Mr. Fasce tt, from the committee of conference, submitted the 
following 


CONFERENCE REPORT 


(To accompany H. R. 6295} 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 6295) 


to amend section 3 of the Travel Expense Act of 1949, as amended, 
to provide an increased maximum pef*diem allowance for subsistence 
abd travel expenses, and for other purposes, having met after full 
and free conference, have agreed to recommend and do recommend 
to their respective Houses as follows: 

That the House recede from its disagreement to the amendment 
of the Senate numbered 1, and agree to the same. 


Amendment numbered 2: 


That the House recede from its disagreement to the amendment of 
the Senate numbered 2, and agree to the same with an amendment as 
follows: 

In lieu of the matter proposed to be inserted by the Senate amend- 
ment insert the following: 

“Sno. 4. Section 4 of the Travel’Expense Act of 1949 (63 Stat. 166; 
5 U. S. C. 837) is amended by striking out ‘4 cents’ and ‘7 cents’ and 
inserting ‘6 cents’ and ‘10 cents’, respectively, in lieu thereof.” 

And the Senate agree to the same. 

Wituiam L. Dawson, 

Dante B. Fascett, 

J. ArtHUR YOUNGER, 
Managers on the Part of the House. 


Ourn D. Joxnnston, 
Matrnew M. NEEty, 
FRANK CARLSON, 

Managers on the Part of the Senate. 

















STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 6295) to amend section 3 of the Travel Expense Act 
of 1949, as amended, to provide an increased maximum per diem 
allowance for subsistence and: travel expenses, and for other purposes, 
submit the following statement in explanation of the effect of the 
action agreed upon and recommended in the accompanying conference 
report as to each of such amendments, namely: 

Amendment No. 1: Reduces the maximum per diem allowance 
from $13 per day as proposed by the House to $12 per day as proposed 
by the Senate. 

Amendment No. 2: Authorizes an increase in the mileage rate for 
rivately owned motorcycles from the present 4 cents to 6 cents and 
or privately owned automobiles or airplanes from the present 7 cents 

to 10 cents, when engaged on official business, as proposed by the 
Senate. No increases in the maximum mileage rates were proposed 
by the House. 

There was considerable discussion among the conferees on whether 
® per diem rate of $12 or $13 was fair and equitable. The House 
managers pointed out that the information presented to it in hearings 
and reports from the Bureau of the Budget and various agencies 
indicated that the higher figure would be warranted. The Senate 
managers noted, however, that the military had already been given an 
increased per diem rate for travel expenses to $12 and it would be 

referable to have a uniform rate as between civilians and the military 
he House managers believed that with the actual expense proviso in 
the bill any serious problems of inequity could be cured. 

Although the House had received no information to show the need 
for an increase in the mileage rate for privately owned automobiles 
and motorcyles, the Senate felt such an increase was necessary 

The House, therefore, receded in these two particulars. 

WituraM L. Dawson, 

Dante B. Fascett, 

J. ArtHuR YOUNGER, 
Managers on the Part of the House. 
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$4TH CONGRESS } HOUSE OF REPRESENTATIVES § —Reporr 
Ist Session t No. 1089 





AUTHORIZING THE COMMITTEE ON POST OFFICE AND CIVIL 
SERVICE TO CONDUCT INVESTIGATIONS AND STUDIES WITH 
RESPECT TO CERTAIN MATTERS WITHIN ITS JURISDICTION 





Juty 11, 1955.—Referred to the House Calendar and ordered to be printed 





Mr. Trimsie, from the Committee on Rules, submitted the following 


REPORT 
[To accompany H. Res. 304] 


The Committee on Rules, having had under consideration House 
Resolution 304, report the same to the House with the recommenda- 
tion that the resolution do pass. 


0 











- ren eee ee sd 









847TH CONGRESS } HOUSE OF REPRESENTATIVES { Reporr 
1st Session No. 1091 





AMENDING THE ACT AUTHORIZING THE CONVEYANCE OF CER- 
TAIN LANDS TO MILES CITY, MONT., IN ORDER TO EXTEND 
FOR 5 YEARS THE AUTHORITY UNDER SUCH ACT 





Juty 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enotes, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
(To accompany 8S. 1878] 


The Committee on Interior and Insular Affairs, to whom was 


referred the bill (S. 1878) to amend the act authorizing the conveyance 
of certain lands to Miles City, Mont., in order to extend for 5 years 
the authority under such act, having considered the same, report 
ropes thereon without amendment and recommend that the bill 
do pass. 


LEGISLATION CONSIDERED 


The committee received reports and held a hearing on H. R. 6296, 
by Representative Fjare, of Montana, which bill is identical to S. 1878. 
The committee reported S. 1878 in the interest of expediting this 
legislation. 

PURPOSE 


If enacted, S. 1878 would extend for an additional period of 5 years 
the act of June 16, 1950 (64 Stat. 233), the provisions of which expired 
on June 16, 1955. That act authorized the Secretary of the Interior 
to convey to Miles City, Mont., upon payment of a just and reason- 
able compensation to be determined by the Secretary, 6 tracts of land 
comprising about 540.4 acres at the United States Range Livestock 
Experiment Station at Miles City. 

Miles City has purchased and has received the patents for tracts 
Nos. 1, 2, 3, and 4, consisting of about 271.24 acres, and is purchasing 
25.67 acres of tract No. 6 on a term-purchase project. The city is 
said to be having some difficulty in financing the purchase of the 
remaining land. 
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S. 1878, if enacted, would give Miles City, Mont., 5 more years in t 
which to complete its purchase of the 25.67 acres on which partial a 
payment has already been made and also to negotiate for the purchase - 
of any of the remaining lands it may desire to acquire, as were author- ‘ 
ized to be conveyed to the city under the act of June 16, 1950. 
All conveyances will continue to reserve to the United States all E 
minerals in the lands as stipulated in the 1950 act. 7 
The Department of Agriculture recommends the passage of S. 1878 u 
and the Department of the Interior has no objection to its enactment, c 
The Bureau of the Budget cleared the Departments’ reports without e 
objection. ‘The aforesaid reports on H. R. 6296, an identical bill to : 
S. 1878, are as follows: p 
DEPARTMENT OF AGRICULTURE, fi 
Washington, D. C., May 28, 1956. t 
Hon. Ciatr ENGLE 
Chairman, Comrnittee on Interior and Insular Affairs, ; 
House of Representatives. I 
Drar ConGressMAN EnGLE: This is in reply to your request for a report on t 
NY. R. 6296, a bill to amend the act authorizing the conveyance of certain lands to r 
‘tiles City, Mont., in order to extend for 5 years the authority under such act. 
We recommend passage of the bill. b 
| Publie Law 563, 8Ist Congress, approved June 16, 1950, authorized the con- 
& vevance to Miles City, Mont., of certain lands in Custer County, Mont., for use n 
mainly as an industrial site. The legislation involves 6 tracts of land comprising 
about 540.4 acres at the United States Range Livestock Experiment Station of the 
Agricultural Research Service. The law provides that the land is to be conveyed 
i to Miles City upon payment of a just and reasonable consideration based upon the 
e value of the land as an industrial site. It also provides that ‘The authority herein 
| contained shal] expire five years from the effective date of this Act unless, prior 
to such expiration date, the city of Miles City shall have made proper tender of 
consideration and other necessary arrangements as set forth in this Act.” The 
present legislation will expire June 15, 1955. : 0 
Miles City has purchased and has received the patents for tracts No. 1, 2, 3, i 
and 4, consisting of about 271.24 acres, and is purchasing 25 acres of tract No. 6 i 
: on a term purchase contract. There remain all of tract No. 5 and the balance of \ 
tract No. 6. Before the remaining 244.16 acres may be purchased, the Depart- : 
ment must approve the use to which the land will be put. It is our understanding 
that the Miles City Chamber of Commerce desires that the act be extended for a 
considerable length of time in order that the city’s industrial planning board may 
develop proposals for approved use of the remaining 244.16 acres in accordance fi 
with the provisions of law. H. R. 6296 provides for an additional period of 5 r 
years. . 


The Bureau of the Budget advises that there is no objection to the submission 
of this report. 
Sincerely yours, 
True D. Morse, Acting Secretary. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 8, 19565. 





Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enate: This is in reply to your request for the views of this 
Department on H. R. 6296, a bill to amend the act authorizing the conveyance of 
certain lands to Miles City, Mont., in order to extend for 5 years the authority 
under such act. 

We have no objection to the enactment of this bill. 

H. R. 6296, if enacted, would extend for an additional period of 5 years the 
act of June 16, 1950 (64 Stat. 233), the provisions of which will expire on June 16, 
1955. Section 1 of that act authorized the Secretary of the Interior to convey 
to Miles City, Mont., upon payment of a just and reasonable compensation to 
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be determined by the Secretary, 4 tracts of public lands, amounting to about 271 
acres, which were a part of the United States Range Livestock Experiment Station 
at Miles City. The city has paid the appraised price ($4,314.44) for the lands, 
and patent has been issued. The extension of this act for another 5 years would, 
consequently, have no effect upon the provisions of this section. 

Section 2 of the 1950 act authorized the Secretary of the Interior to sell such 
parts of two other tracts within the experiment station as the Secretary of Agri- 
culture should deem more suitable for use by Miles City than by the experiment 
station. The appraised price of land subject to section 2 is to be based upon 
use for industrial purposes. Land subject to section 2 would be conveyed on 
condition that it be used for commercial and industrial purposes or in furnishing 
essential municipal services, and, if the land were not used for such purposes, 
title would revert to the United States. Miles City has applied for 25.67 acres 
under section 2; this tract has been appraised at $10,268, and the city has so far 
paid $2,268 of that price. We understand that the city has had some difficulty in 
financing the purchase of the remaining tract and in finding industrial users for 
the lands involved. If this bill were enacted, Miles City would have 5 more 
years in which to complete its purchase of the 25.67 acres on which partial payment 

as already been made and also to negotiate for the purchase of any additional 
lands which it may desire to acquire under section 2. We have no objection to 
the extension of this act for any period of time which the Congress considers 
reasonable. 

It should be noted that in all conveyances under the 1950 act all minerals must 
be reserved to the United States. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 


introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter ts printed in italic, existing 
law in which no change is proposed is shown in roman): 

Act or JuNnrE 16, 1950 (64 Strat. 233) 


Sec. 6. The authority herein contained shall expire [five years] ten years 
from the effective date of this Act unless, prior to such expiration date, the city of 
Miles City shall have made proper tender of consideration and other necessary 
arrangements as set forth in this Act. 


O 
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PROVIDING FOR THE RELEASE BY THE UNITED STATES 
OF ITS RIGHTS AND INTERESTS IN CERTAIN LAND 
LOCATED IN SAGINAW COUNTY, MICH. 





Jury 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Encte, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 622] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 622) to provide for the release by the United 
States of its rights and interests in certain land located in Saginaw 
County, Mich., having considered the same, report favorably thereon 
with amendments and recommend that the bill do pass. 

The amendments are as follows: 

Page 1, lines 3 to 10, strike all of the sentence and insert in lieu 
thereof: 

That the United States hereby relinquishes to the owner or owners of certain 
land in Saginaw County all rights which it may have under Article 7 of the treaty 
with the Chippewa Nation of Indians in 1819 (7 Stat. 205) to construct roads 
through such land. 

Page 2, lines 1 and 2, strike the words “and subject to such reserva- 
tion’. 

PURPOSE OF THE BILL 


If enacted, H. KR. 622 would nullify any right the United States may 
have to construct roads through 640 acres of land in the city of Sagi- 
naw, Mich. Such right, if it exists, springs from article 7 of a treaty 
with the Chippewa Nation of Indians signed September 24, 1819 (7 
Stat. 203, 205), which provides: 

The United States reserves to the proper authority the right to make roads 
through any part of the land reserved by this treaty. 

The 640 acres of land in question was reserved, by article 3 of the 
1819 treaty, for the use of one James Riley and his heirs, and, pursuant 
to this reservation, was conveyed by patent in fee to James Riley 
on June 26, 1823; the Riley patent did not, however, contain a recita- 
tion of the United States reservation ““* * * to the proper authority 
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* * *” of the right to make roads through the land as provided in 
article 7. It is this inconsistency which constitutes an apparent 
cloud on title to the land. 

A portion of this tract of land has been acquired by the Young 
Men’s Christian Association from the city of Saginaw, Mich., as the 
site of a new building estimated to cost $1,500,000. The city intends 
to abandon that part of Rust Avenue which now divides the site 
acquired by the YMCA. 

lhe YMCA must obtain a clear title to its property to satisfy 
prospective mortgagors and before it can commence its building pro- 
gram. H. R. 622, if enacted, would assist in perfecting the title to all 
property embraced within the land conveyed to James Riley in 1823, 
including property owned by YMCA, the city of Saginaw, Mich., 
and others. 

The committee understands that it is most unlikely that the United 
States would ever exercise whatever rights it may have to construct 
roads through this city property, and that Federal needs in the area 
are adequately served by presently existing highways through the 
city of Saginaw. 

AMENDMENTS 


The first amendment would make the proposed legislation self- 
executing, rather than require further action by the Secretary of the 
Interior, and to relinquish to the owner of the land, rather than to the 
city of Saginaw, any right the United States may have under the 
treaty. 

The second amendment, page 2, lines 1 and 2, deletes the words 
“and subject to such reservation’, since the lands were not conveyed 
subject to the reservation referred to. 

These amendments were suggested by the Department of the In- 
terior. 

Enactment of this measure would not require any appropriation of 
Federal funds. 

The favorable report of the Department of the Interior, which 
advises that the Bureau of the Budget has no objection to said report, 
is set forth immediately following. In addition, there is set out for 
informational purposes a copy of a letter addressed on November 19, 
1954, to Congressman Alvin M. Bentley, of Michigan, author of 
H. R. 622, from Mr. W. Vincent Nash, city attorney at Saginaw, which 
letter clarifies the need and justification for enactment of the bill. 





Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 8, 19565. 
Hon. Crarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. Enaie: Your committee has requested a report on H. R. 622, 
a bill “To provide for the release by the United States of its rights and interests 
in certain land located in Saginaw County, Michigan.” 

We recommend that the bill be enacted if amended as suggested below. 

The bill directs the Secretary of the Interior to convey to the city of Saginaw, 
Mich., all rights, if any, which the United States may have in a 640-acre tract of 
land in Saginaw County by virtue of article 7 of a treaty with the Chippewa 
Nation of Indians signed September 24, 1819 (7 Stat. 203, 205), which provides: 

“The United States reserve to the proper authority the right to make roads 
through any part of the land reserved by this treaty.” 

The land was reserved by article 3 of the treaty for the use of James Riley and 
his heirs. The land was conveyed to James Riley by a patent in fee dated June 
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26, 1823. The patent was issued pursuant to article 3 of the treaty, but it did 
not reserve to the United States the right to construct roads through the land as 
provided in article 7. 

We have been informed by Congressman Bentley’s office that a portion of the 
land in question has been purchased by the YMCA from the city of Saginaw, and 
that the YMCA intends to erect a new building on the tract. The city intends 
to abandon a part of Rust Avenue which crosses the tract, and in order to obtain 
a clear title the YMCA wishes to obtain a relinquishment of any right the United 
States may have under the 1819 treaty to build roads through the tract. 

Inasmuch as the purpose of the bill is to nullify any right the United States may 
have under the treaty, we suggest that the bill should relinquish that right to the 
owner of the land, rather than convey the right to the city of Saginaw. ‘The bill 
should also be self-executing, rather than require further action by the Secretary 
of the Interior. These changes can be effected by amending the first sentence of 
the bill to read as follows: 

‘The United States hereby relinquishes to the owner or owners of certain land in 
Saginaw County all rights which it may have under Article 7 of the treaty with the 
epee Nation of Indians in 1819 (7 Stat. 205) to construct roads through such 
land.” 

On page 2, lines 1 and 2, the words ‘‘and subject to such reservation” should be 
deleted. The statement that the lands were conveyed subject to such reservation 
is factually inaccurate, 

The Bureau of the Budget has advised us that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 


City or Sacrnaw, Micu., November 19, 1954. 
Hon. Atvin M. BENTLEY, 
House Office Building, 
Washington, D. C. 


Dear Sir: This letter concerns the perfecting of title to the site for the new 
YMCA building in Saginaw and supplements the discussion Mr. Robert H. 
Cook, Mr. Charles Crittenden, and the writer had with you after the October 20 
Rotary Club meeting in Saginaw. 

The land in question was recently purchased by the YMCA from the city of 
Saginaw and is outlined in red on the enclosed map. You will note that the 
site is divided into two parts by Rust Avenue. This street, which runs to the 
river and the abandoned Mackinaw Street Bridge, is no longer in use. The city 
and State highway department are undertaking the location and construction 
of a new street and bridge to replace the Mackinaw Street Bridge and to be located 
along the southerly boundary of the YMCA site. 

The normal procedure in this case would be for the city to formally vacate that 
part of Rust Avenue which is no longer necessary for street purposes. However, 
this would not serve the YMCA’s purpose, as its attorney, Mr. Robert H. Cook, 
has advised its board of directors of an outstanding interest of record in this 
property in the United States of America. This interest was created in 1819, 
incidental to the establishing of the James Riley Reservation, as indicated by 
item No. Lin the abstract of title: 

“The James Riley reservation situated in Town 12 North range 4 E Saginaw 
County, Michigan, was reserved from the land ceded to the United States of Amer- 
ica by the Chippewa nation of Indians in a treaty made and concluded September 
24, 1819, at Saginaw in the Territory of Michigan, between the United States of 
America by their Commissioner Lewis Cass and the Chippewa nation of Indians 
for the use of James Riley, the son of Men-Aw-Cun-Ne-Go-Qua, a Chippewa 
woman, and his heirs, and is described in said treaty as 640 acres of land beginning 
on the East side of the Saginaw River nearly opposite to Campau’s Trading House 
and running up the river for quantity. The United States reserves right to make 
roads through any part of the lands reserved by this treaty. See United States 
Statute at Large, Vol. 7, Page 203.” 

The patent dated June 26, 1823, a copy of which is enclosed, granted the 640- 
acre tract to James Riley without mentioning the right reserved to the United 
States to make roads through the tract. 

City records indicate that a military road known as the Mackinaw Trail ex- 
tended from Detroit through Flint and the village of Salina (now a part of the 
city of Saginaw), the road running for some distance nearly parallel with the 
Saginaw River until it reached a street shown on the enclosed map as Rust Avenue. 
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Then it turned to the west, crossed the river and extended northerly through the 
lower peninsula of Michigan to the Straits of Mackinac. 

The part of Rust Avenue with which we are concerned has been paved and 
maintained by the city for considerably over half a century. The Mackinaw 
Street Bridge, which was constructed by the city, has finally worn out and has 
been abandoned. It would appear that the needs of the United States for a milj- 
tary road crossing the Saginaw River are presently adequately served by U. 8, 
Highway 10 (Genesee Avenue) and Michigan Highway 46 (Ezra Rust Drive and 
Court Street) and will be better served by the relocation of Michigan Highway 46 
along the southerly line of the YMCA site and the construction of the new bridge, 

The YMCA of Saginaw is actively engaged in raising a million and a half 
dollars to finance the erection of a building on the Fordney Avenue site to serve 
a large number of boys and voung men in the city. I am advised that they will 
have to borrow part of the money with a mortgage on the property as security 
and that there is reason to believe that the right of record in the United States to 
establish military roads through the site, together with the fact that vacation of 
part of Rust Avenue by the city would not cut off any interest of the United 
States, will make the title in the YMCA objectionable to prospective mortgagors. 
{t appears that the difficulty could be alleviated by such action by the United 
States as may be necessary to divest itself of the right to establish roads through 
the part of the James Riley Reservation with which we are concerned and to vest 
in the citv of Saginaw anv interest it may have in Rust Avenue as now existing 
through the James Riley Reservation. 

As indicated in our conversation, it will be appreciated if you will have this matter 
investigated and let us know what can be done to clear the record title. I am 
advised that the YMCA would like to have this accomplished as rapidly as 
possible so that it can start its building. 

Very truly yours, 
W. Vincent Nasu, 
City Altorney. 
Exarrit A 
73. The United States of America. 
To James Riley, the son of Menawcunugoqua, a Chippewa woman. 


PATENT 
Dated: June 26, 1823. 
Recorded: September 9, 1929. 
Liber 464, page 408. 
To All To Whom These Presents Shall Come, Greeting: 

Know ye, That in pursuance of third article of a treaty made and concluded 
“at Saginaw in the Territory of Michigan between the United States of America 
by their Commissioner, Lewis Cass, and the Chippewa Nation of Indians” on 
September 24, 1819, there is granted by the United States unto James Riley, the 
son of Menawcunugoqua, a Chippewa woman, 640 acres of land bounded and 
described as follows, to wit: 

“Beginning at a post on the bank of the Saginaw River, the Northwest corner 
of the fraction of Section 35, East of the Saginaw River in Township 12 (North) 
of Range 4 (East) from which an Ash ten inches in diameter bears South 24 
degrees East distant 20 links and a Maple 7 inches in diameter bears North 18 
degrees West distant 13% links, thence East 115 chains and 80 links to a post on 
the line between Ranges 4 and 5 East from which an Elm twenty inches in diam- 
eter bears South 17 degrees West distant 6 links and an Ironwood 8 inches in 
diameter bears North 17 degrees East distant 6 links; thence North 62 chains to 
a post from which a Sugartree eight inches in diameter bears’ North 26 degrees 
East distant 15 links and a W. Oak 36 inches in diameter bears South 16 degrees 
30 minutes East distant 44 links, thence West 72 chains and 46 links to a post on 
the East bank—Saginaw River from which a Maple 12 inches in diameter bears 
South 62 degrees West distant 20 links and an Ash 12 inches in diameter bears 
North 64 degrees Mast distant 113 links thence up the said River with the meanders 
thereof to the place of beginning; 

“To have and to hold the said tract of land with the appurtenances unto the 
said James Riley and to his heirs forever.” . 

Signed by the President: 

JamMES Monron, 
By Joun McLuan, 
Commissioner of the General Land Office. 


Certified copy from the Department of Interior, General Land Office, Wash- 
ington, with seal, March 25, 1929. 
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PROVIDING FOR THE LEASING BY INDIAN OWNERS OF 
RESTRICTED INDIAN LANDS 





Juty 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Enatsz, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 7157] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7157) providing for the leasing by Indian 
owners of restricted Indian lands, having considered the same, re 
Fe thereon with an amendment and recommend that the bill 

0 pass, 
The amendment is as follows: 
Page 2, line 1, strike the word “the”. 


EXPLANATION OF THE BILL 


The purpose of H. R. 7157, introduced by Congressman Udall, of 
Arizona, is to provide for the leasing by Indian owners of restricted 
Indian land. 

The bill, as amended, would permit the Indian owners of restricted 
Indian lands in the United States, with the permission of the Secretary 
of the Interior, to lease their lands for a period of not more than 
25 years. It also provides that with the consent of both parties the 
lease may be renewed for an additional 25 years. 

Because of existing limitations upon the duration of leases many 
Indian lands which could be profitably developed under long-term 
leases are idle, and the Indians are deprived of much needed income. 
Other lands that are leased for shorter periods would bring much higher 
rentals to the owners if the lands could be leased on a long-term basis. 
Enactment of H. R. 7157 would remove these unfair restrictions. 

Section 2 would authorize the leasing of restricted lands of deceased 
Indians for the benefit of their heirs and devisees and provides that if 
the authority of the Secretary is delegated to any subordinate official 
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the heirs or devisees shall have the right to appeal the action to the 
Secretary under such rules as he may prescribe. 

~ Section 3 amends the act of March 3, 1909 (35 Stat. 783; 25 U.S.C. 
396), by adding a proviso which authorizes the Secretary of the 
Interior to lease for mining purposes any lands allotted to Indians in 
severalty, except for allotments to members of the Five Civilized 
Tribes and Osage Indians in Oklahoma, when the allottee is deceased 
and the heirs to or devisees of any interest in the allotment either have 
hot been determined or cannot be located. The leases must be based 
on competitive bidding and the Secretary shall have the right to reject 
all bids and advertise for new bids. 

There have been a number of instances in recent years, particularly 
im areas of new and speculative oil and gas developments in the Indian 
country, where very substantial bonuses have been paid for oil and 
gas leases on allotted lands. These bonuses have not been available 
for leases on allotted lands where the heirs or devisees of the allotment 
have not been determined. This situation is not in the best interest 
of either the known owners or the undetermined or unlocated owners. 
Enactment of H. R. 7157 will minimize the present loss of income 
both to the heirs to and devisees of interests of Gecedents when they 
are ultimately determined or located and also to the known owners 
of interests in the estates. This amendment is recommended by the 
Secretary of the Interior. 

Section 4 provides that no rent other than for the use of land leased 
under this act shall be paid or collected for more than’ 1 year in 
advance unless so provided in the lease. 

Section 5 provides that the Secretary of the Interior shall approve 
no lease under the authority of this act that contains any provision 
that will prevent or delay a termination of Federal trust responsibili- 
ties with respect to the land during the term of the lease. In view of 
the long-term objective of removing restrictions from Indian lands 
as rapidly as the Indian owners become able to handle their own 
affairs without assistance from the Federal Government, no lease 
that extends for a period of 25 years with option to renew for an 
additional 25 years should contain provisions that are inconsistent 
with this long-term objective. 
bh Section 6 provides that nothing in this act shall repeal any authority 
to lease restricted Indian lands covered by any other provision of law. 


COMMITTEE POSITION ON LEASE ADMINISTRATION 


Committee and committee staff members discussed with repre- 
sentatives of the Bureau of Indian Affairs the desirability of amending 
this legislation to require inclusion of an escalator clause in leases 
issued under its provisions, to insure adjustments from time to time 
reflecting appreciation or depreciation of real and personal property 
values. In view of these discussions, this matter is instead left to 
the administrative discretion of the Secretary of the Interior with 
this committee observation and recommendation: the committee has 
concluded that each long-term lease issued under the provisions of 
this act should contain an escalator clause where applicable and 
appropriate. Particularly is this approach deemed desirable in view 
of the provisions in this bill permitting an option to renew these 
long-term leases. Where an escalator clause is not included, the 
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Secretary of the Interior should have placed in the official Bureau 
of Indian Affairs records of the transaction a statement as to why. 
such a provision in the lease was deemed inapplicable or inappropriate: 

Bills somewhat similar to H. R. 7157 on which hearings were held 
included H. R. 294, introduced by Congressman Wickersham, of 
Oklahoma; H. R. 2681, introduced by Congressman Udall, of Arizona; 
and H. R. 2862, introduced by Congressman Metcalf, of Montana. 
S. 34, a bill similar to but not identical with H. R. 7157, has been 
passed by the Senate. 


The favorable report of the Secretary of the Interior dated March 
21, 1955, on H. R. 2681 is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1956. 
Hon. Crate ENGtE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. EnGue: Your committee has requested a report on H. R. 2681, 
a bill providing for the leasing by Indian owners of restricted Indian lands, in 
the State of Arizona, for certain purposes. 

We recommend that the bill be enacted, if amended as suggested below. 

The present laws governing the leasing of Indian lands are unduly restrictive. 
In general, these laws preclude Indians from leasing their restricted lands, whether 
tribal or allotted, for periods longer than 5 years. The principal exceptions to this 
limitation are (a) lands in any State which are capable of irrigation may be leased 
for periods up to 10 years for farming purposes in certain circumstances (act of 
July 3, 1926, 25 U. 8. C. 402a; act of May 18, 1916, 25 U. S. C. 394); (6) lands 
belonging to incorporated tribes may be leased for periods up to 10 years for such 
purposes as are permitted by the tribal charters (act of June 18, 1934, 25 U. 8. C, 
477); (c) lands in the State of Washington may be leased for periods up to 25 years 
for public, religious, educational, recreational, or business purposes (act of August 
9, 1946, 25 U.S. C. 403b); and (d) lands on the Navaho-Hopi (act of April 19, 1950 
25 U.S. C. 635), the Port Madison, Snohomish, and Tulalip Reservations (act o 
October 9, 1940, 25 U.S. C. 403a), and lands belonging to Pueblo Indians (act of 
June 7, 1924, 43 Stat. 636, 641-642) may be leased on a long-term basis for a 
variety of purposes. 

H. R. 2681 makes a further exception to the general limitation by authorizing 
long-term leases for restricted Indian lands in the State of Arizona, 

Keeause of the existing limitations upon the duration of leases many Indian 
lands that could be profitably utilized under long-term leses are idle and thé 
Indians are deprived of much needed income. Other lands that are leased for 
shorter periods would bring much higher rentals to the Indians if the lands could 
be leased for longer terms. 

The absence of authority for long-term leases discriminates against Indians 
who own restricted lands that are suitable for the location of business establish- 
ments, residential subdivisions, summer homes, airports, or for other purposes 
that require a substantial outlay of capital by the prospective lessee. It also 
penalizes Indian owners of raw but potentially valuable farmlands on which the 
cost of subjugation is tco great for the Indian himself to finance. In such cases, 
prospective lessees are willing to undertake these expensive improvements only 
if guaranteed tenure by a long-term lease. 

For example, on a number of reservations Indians with property suitable for 
recreational use or lakeshore cottages have been unable to lease it for that purpose 
because lessees are unwilling to build cottazes under short-term leases. Other 
Indians with sites suitable for filling stations and cabin camps have been unable 
to execute leases that would protect the contemplated investment in buildings. 
Indians who are in a position to go into business for themselves are sometimes 
deterred because of their inability to obtain long-term leases on tribal land or 
land owned by other Indians. 

The granting of general authority for long-term leases would in no way prolong 
the trusteeship of the United States over Indian property or interfere with any 

roposed termination of services to the Indians by the Bureau of Indian Affairs. 
Inder the provisions of H. R. 2681 the power to negotiate and make leases of 
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restricted land would be given to the individual or the tribe owning the land, 
The Secretary of the Interior would merely be authorized to prescribe regulatory 
safeguards and to veto improvident transactions. United States trusteeship can 
be terminated over land subject to a long-term lease as easily as over land subject 
to ashort-term lease. Moreover, legislation which helps to increase Indian income 
necessarily tends to lessen the dependence of Indians on the Government, and 
thereby tends to hasten the time when Federal trusteeship may safely be 
withdrawn. 

The removal of unnecessary restrictions from Indian property should be a 
fundamental objective of our Indian policy. The restriction against long-term 
leases of Indian land is one restriction that can, and in all fairness should, be 
removed at once. 

The following amendments are suggested: 

1, Page 1, line 6, after “for” insert “‘public,”. 

2. Page 1, line 6, after “educational,” insert “recreational,’’, 

3. Page 2, line 3, after “for’’ insert “‘public,”’. 

4. Page 2, line 3, after “educational,” insert ‘‘recreational,’’. 

Inasmuch as the purposes for which lands may be leased are enumerated in the 
bill, public and educational purposes should be mentioned because the need for 
leases for such purposes has arisen in the past. 

5. Page 2, between lines 16 and 17, after section 3 add a new section 4 as follows 

“Sec. 4. The Secretary of the Interior shall approve no lease pursuant to this 
Act that contains any provision that will prevent or delay a termination of Federal 
trust responsibilities with respect to the land during the term of the lease.” 

6. Renumber existing section 4 as section 5. 

In view of the long-term objective of removing restrictions from Indian lands 
as rapidly as the Indian owners become able to handle their own affairs without 
assistance from the Federal Government, no lease that extends for a period of 25 
years with an option to renew for an additional 25 years should contain provisions 
that are inconsistent with this long-term objective. 

By letters dated January 25, 1955, addressed to the President of the Senate 
and to the Speaker of the House of Representatives, this Department recom- 
mended the enactment of legislation to authorize long-term leases of restricted 
Indian lands located in any State. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of the views expressed in this report. 

Sincerely yours, 
OrmeE LEwis, 
Assistant Secretary of the Interior. 


The bill has been amended to correct a typographical error. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 7157, as amended. 
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AUTHORIZING MODIFICATION OF THE PROJECT FOR 
FLOOD PROTECTION ON THE SAN JOAQUIN RIVER AND 
TRIBUTARIES, CALIFORNIA 





Jury 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


[To accompany H. R. 6066} 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6066) authorizing modification of the project for flood protection 
on the San Joaquin River and tributaries, California, having con- 
sidered the same, reports favorably thereon with an amendment and 
recommends that the bill do pass. 

The amendment is as follows: 

Page 2, line 11, after the word “construction” insert the words 
“and maintenance”’. 

PURPOSE OF THE BILL 


The purpose of the bill is to modify the authorization for the San 
Joaquin River flood-control project contained in the Flood Control 
Act of 1944, to provide that in lieu of furnishing flowage easements 
along the San Joaquin River upstream of the mouth of the Merced 
River local interests may construct levees and channel improvements, 
as required, to protect such lands against floods. 

The lower San Joaquin River and tributaries project was authorized 
by the Flood Control Act of 1944 in accordance with Flood Control 
Committee Document No. 2, 78th Congress. The authorizing act and 
the project document provide, in part, that levees be constructed by 
the Federal Government along the San Joaquin River downstream 
from the mouth of the Merced River and that flowage easements be 
obtained by local interests along the San Joaquin River upstream of 
the mouth of the Merced River. The committee is informed that the 
overflow area above the mouth of the Merced River is now much more 
highly developed than when the project document was prepared, and 


55006 














2 MODIFICATION OF SAN JOAQUIN RIVER FLOOD PROTECTION PROJECT 


considerable reclamation by private landowners has taken place, 
Accordingly, the cost of flowage easements has increased tremendously. 
In view of these facts, the State of California proposes to reduce the 
area over which flowage easements are to be acquired and to permit 
the reclamation of part of the overflow area by construction of levees 
either by the landowners or by the State of California, 

The Department of the Army offers no objection to enactment of 
H. R. 6066 according to testimony presented at a public hearing before 
the Subcommittee on Flood Control on May 23, 1955. No ‘Federal 
funds are involved. 

Enactment of this legislation will permit local interests to construct 
levees and other channel improvements in lieu of furnishing flowage 
easements thereby permitting the reclamation of much valuable land. 
The committee after carefully considering the information presented 
by local interests and the Corps of Engineers of the Department of 
the Army, is of the opinion t that substitution of the levee plan as 
provided for in the bill for the flowage-easement plan as set forth in 
the authorizing document is satisfactory to both the Federal Govern- 
ment and to local interests. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 3 of rule XIII of the Rules of the 
House of Representatives changes in existing law proposed by this 
bill are shown in parallel columns as follows: 


Existinc Law AMENDMENT Unprr H. R. 6066 
Section 10 of the Flood Control Act of . That the project for construction of 
December 22, 1944 channel improvement works and levee 
construction and reconstruction on the 
SAN JOAQUIN RIVER San Joaquin River and tributary chan- 


nels, authorized by the Flood Control 
The plan of improvement for flood Act approved December 22, 1944, is 
control and other purposes on the Lower hereby modified to provide that in lieu 
San Joaquin River and tributaries, of furnishing flowage easements along 
including Tuolumne and Stanislaus the San Joaquin River upstream of the 
Rivers, in accordance with the recom- mouth of the Merced River as set forth 
mendations of the Chief of Engineers in in the report of the Chief of Engineers, 
Flood Control Committee Document published as Flood Control Committee 
Numbered 2, Seventy-eighth Congress, Document Numbered 2, Seventy-eighth 
second session, is approved, and there is Congress, responsible local interests may 
hereby authorized $8,000,000 for initia- construct levees and channel improve- 
tion and partial accomplishment of ments, as required, to protect such lands 
the plan. against floods, subject to approval by 
the Chief of Engineers, United States 
Army: Provided, That the flood hazard 
to downstream areas is not materially 
increased thereby, and that due con- 
sideration be given to the timing and 
sequence of construction of the parts of 
the project to be accomplished by local 
interests in proper relation to the de- 
velopment of flood-control storage on 
the tributaries of the San Joaquin River: 
And provided further, That construetion 
and maintenance of such levees and 
channel improvements be undertaken at 

no cost to the United States. 


0 
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AMENDING THE FAIR LABOR STANDARDS ACT TO MAKE 


THE MINIMUM WAGE $1 AN HOUR EFFECTIVE MARCH 
1, 1956 





Jury 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Barpen, from the Committee on Education and Labor, submitted 
the following 


REPORT 
{To accompany H. R. 7214] 


The Committee on Education and Labor, to whom was referred the 
bill (H. R. 7214) to amend the Fair Labor Standards Act to make the 


minimum wage $i an hour effective March 1, 1956, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The bill reads as follows: 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That paragraph (1) of section 6 (a) of the Fair 
Labor Standards Act of 1938, as amended (52 Stat. 1060; 29 U.S. C. 206 (a) (1)), 
is hereby amended by striking out ‘“‘not less than 75 cents an hour” and inserting 
in lieu thereof ‘‘not less than $1 an hour’. 

Sec. 2. This amendment shall take effect March 1, 1956: 

The Fair Labor Standards Act was passed in 1938. It was a welfare 
measure to overcome the depression by spreading employment and 
establishing a minimum wage. This wage was initially set at 25 cents 
an hour, with gradual increases until it reached 40 cents an hour 6 
years later. Then in 1949 Congress changed the rate from 40 to 75 
cents, and clarified the statute by specifying in detail those not subject 
to its coverage. 

During the early months of the 84th Congress, 71 bills to revise this 
act were referred to this committee. Practically every bill called for 
some change in the minimum hourly wage rate specified in section 6 
(a) (1). In addition, the vast majority of the bills call for revisions in 
the act’s coverage. Most of these proposed coverage changes would 
make more people subject to provisions of the act. A few bills restrict 
themselves to clarifying certain points in existing law. 

Of the bills to change the minimum wage rate, the suggested sums 
range from 90 cents to $1.35 an hour. Several bills propose a $1.25 
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hourly minimum, with authority in an industry committee convened 
by the Secretary of Labor to gradually increase that figure until the 
statutory rate reaches $1.50. In his message to Congress on January 
6, 1955, the President recommended that the statutory rate be in- 
creased from 75 cents to 90 cents. 

In planning its study of this subject, the committee unanimously 
decided to consider only two items at this time—the minimum hourly 
rate prescribed by section 6 (a) (1), and the effective date of any change 
in that rate. Hearings, thus limited, were held by the full committee 
in Washington, D. C., beginning June 1 and continuing through 
June 30, 1955. At these hearings, 1,197 pages of testimony were 
compiled. This included the views of 37 witnesses who appeared in 
person, and the written statements filed by 140 others. Testimony 
ranged from advocacy of at least $1.25 an hour, to claims that the law 
has long since served its purpose and should be repealed. Various 
justifications were io for the different positions taken. For 
example, the Labor Department suggested a 90-cent figure (p. 112, 
hearings), since the 13-percent increase in the cost of living would, if 
applied to the present 75-cent rate, increase that rate to 85 cents. 
Some witnesses claimed that a “commonsense” rate of $1.25 would 
increase purchasing power by putting more money in circulation, 
acting as a stimulant to business, and ultimately bringing lower 
— Others claimed that profits, productivity, and the cost of 
iving justify a substantial increase. Some warned against the 
inflationary effect of an increase in excess of 90 cents, claiming it would 
actually reduce purchasing power. Still others asserted that many 
employers could not absorb an increase, and predicted that shutdowns 
and resultant unemployment of marginal workers would follow any 
upward change in the present rate. The committee’s attention was 
also directed to the plight of the farmer and the retired worker; it was 
pointed out that neither group can gain a pay increase under this 
act, but that both groups buy articles produced by employers who are 
subject to the law and who will pass on their increased labor costs to 
the consumer, 

The committee tried, without success, to determine accurately the 
extent to which employers might adjust to a new rate without creating 
hardship or unemployment. However, the hearing record suggests 
that small and medium-sized businesses, especially those related to 
agriculture, wou!d experience the greatest difficulty in adjusting to 
an increase. This stems in part from their lack of financial capacity 
to install modern be oer including labor-saving machinery. They 
are also hampered by marketing difficulties which do not affect larger 
producers. It should also be noted that the larger business firms 
showed little interest in the hearings, and no direct testimony was 
offered by any of the country’s big industrial concerns. Testimony 
by the Department of Labor reviewed the history of this act. It 
showed that World War II broke out shortly after the law was first 
enacted, so that the impact of the minimum wage ‘“‘* * * was lost 
in the war and postwar inflation * * *” (p. 134, hearings). When 
the 75-cent minimum went into effect in 1950, it was shortly followed 
by the Korean war, so that the “* * * effects of the minimum wage 
could not be traced on account of the much greater economic changes 
caused by the war * * *” (p. 134, hearings). 
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In assessing the impact of the various increases proposed in this 
Congress, the Labor Department’s testimony (p. 147, hearings) 
showed that 6.5 percent of the Nation’s factory workers are now 
being paid at straight-time hourly rates between 75 and 90 cents; 
10.2 percent at rates between 75 cents and $1; and 22.4 percent 
between 75 cents and $1.25. The $1 rate recommended by the 
committee would, therefore, require a direct wage increase for 10.2 
percent of these factory workers, while a 90-cent figure would have 
required an increase for only 6.5 percent and $1.25 would have re- 
quired increases for 22.4 percent. In a further comparison, the 
Department estimated (p. 136, hearings) that ““* * * the indicated 
direct wage impact of 90 cents is of equal magnitude to that of 75 
cents in 1950 * * *” The Department also said (p. 136, hearings) 
that the direct wage impact of a $1 rate would be twice that of a 
90-cent rate. As an example, in southern sawmills the $1 rate would 
mean an 18 percent wage bill increase, compared with a 9 percent 
increase at 90 cents, according to the Labor Department. Similar 
statistics were submitted for other industry groups, with the observa- 
tion (p. 136, hearings) that the comparisons are ‘‘* * * typical of 
low-wage segments of industry * * *” 

The committee set March 1, 1956, as the effective date of the $1 
rate, in the hope that the period between the date of enactment and 
this effective date would give adequate time to prepare for whatever 
adjustments may be needed, so that employers and employees may 
be subject to the least possible dislocation in the transition to the 
new statutory minimum. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


PaRAGRAPH (1) or Section 6 (a) OF THE Fark Lasor Sranparps Act or 1938 
7. a * * . ~ * 


Sec. 6. (a) Every employer shall pay to each of his employees who is engaged 
in commerce or in the production of goods for commerce wages at the following 
rates— 

(1) [not less than 75 cents an hour] not less than $1 an hour; 


(2) * * * 
O 

















84TH CoNGRESS HOUSE OF REPRESENTATIVES Report 
1st Session No. 1096 


== 








AMENDING THE ACT OF JULY 31, 1947 (61 STAT. 681), AND THE 
MINING LAWS TO PROVIDE FOR MULTIPLE USE OF THE SUR- 
FACE OF THE SAME TRACTS OF THE PUBLIC LANDS 





Jury 11, 1955.—Ordered to be printed 





Mr. ENGLE, from the committee of conference, submitted the following 


CONFERENCE REPORT 
[To accompany H. R. 5891] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the Senate to the bill (H. R. 5891) to 
amend the act of July 31, 1947 (61 Stat. 681), and the mining laws to 
yrovide for multiple use of the surface of the same tracts of the public 
Senile, and for other purposes, having met, after full and free con- 
ference, have agreed to recommend and do recommend to their 
respective Houses as follows: 

That the House recede from its disagreement to the amendment of 
the Senate and agree to the same with a further amendment as follows: 

On page 5, line 17, of the Senate engrossed amendment, after the 
words “United States”, insert the words subsequent to the location of 
the claim; and the Senate agree to the same. 

Cuiair ENGLE, 
Watrer RoGers, 
Ler Mercatr, 
Joun P. SAYLOR, 

WituraAm A. Dawson, 
Managers on the Part of the House. 
Cuinton P. ANDERSON, 

Henry M. Jackson, 
JosepH C. O’Manoney, 
EvGenge D. MILuIKIn, 
Artuur V. Warkins, 
Managers on the Part of the Senate. 
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STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendments of the Senate 
to the bill (H. R. 5891) to amend the act of July 31, 1947 (61 Stat. 
681), and the mining laws to provide for multiple use of the surface 
of the same tracts of the public lands, and for other purposes, submit 
the following statement in explanation of the effect of the action 
agreed upon and recommended in the accompanying conference report 
as to each of such amendments; namely: 

Amendment No. 1: Insertion, after the words “but not limited to,”’ 
. where they first occur in the first full sentence of section 1, of the words 
“common varieties of the following:’’. Agreed to by the managers 
on the part of the House, this amendment results in language in section 
1 conforming to the initial clause of section 3 of the bill, which in turn 
is complementary to the definition of “common varieties” contained 
in the last full sentence of section 3. 

Amendment No. 2: Addition, in the first sentence of section 1 of the 
bill, following the words “‘is not otherwise expressly authorized by law, 
including’’, of the words “‘, but not limited to, the Act of June 28, 1934 
(48 Stat. 1269), as amended, and”. Agreed to by the managers on the 
part of the House, this amendment refers to the Taylor Grazing Act 
of 1934, and makes clear the intent to leave the provisions of this act 
unaffected by the terms of the bill. 

Amendment No. 3: Deletion, following the word “municipalities” 
in the second full sentence of section 1, of the words “or any person,”’. 
Agreed to by the managers on the part of the House, this amendment 
deletes a clause contained in the Materials Disposal Act of 1947 (61 
Stat. 681), in the belief that authority of the Secretary of the Interior 
to make available, without charge, materials and resources subject to 
the act, should not include such discretionary power in the case of 
individuals. Authority in this respect affecting governmental sub- 
divisions, nonprofit associations or corporations, etc., is unaffected by 
the amendment. 

Amendment No. 4: Deletion, after the words “Department of 
Agriculture” where they last appear in section 1 of the bill, of the 
proviso: 

: Provided, That, notwithstanding any other provisions of law, such leases or 
permits may be issued for lands administered for national parks, monuments, and 
wildlife purposes only when the President, by Executive order, finds and declares 
that such action is necessary in the interests of national defense. 

Originally inserted in the bill by House committee amendment, this 
proviso was intended to insure that amendments to the Materials 
Act of 1947 contained in section 1 of the bill would not be construed 
as opening lands administered for the purposes specified to Materials 
Act entry. In concurring in the Senate amendment deleting the 
proviso, the House managers are in agreement that the fourth full 
sentence of section 1 of the bill clearly accomplishes the purpose 
intended by the proviso, and that the language deleted might have 
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been subject to a construction vesting in the executive branch au- 
thority with respect to these areas presently reserved to the Congress, 

Amendment No. 5: Addition, following the proviso in subsection 
(b) of section 4 of the bill, of a further proviso as follows: 

: Provided further, That if at any time the locator requires more timber for his 
mining operations than is available to him from the claim after disposition of 
timber therefrom by the United States, he shall be entitled, free of charge, to be 
supplied with timber for such requirements from the nearest timber administered 
by the disposing agency which is ready for harvesting under the rules and regula- 
tions of that agency and which is substantially equivalent in kind and quantity 
to the timber estimated by the disposing agency to have been disposed of from 
the claim: 

The managers on the part of the House agreed to this Senate amend- 
ment, with an amendment inserting, after the words ‘United States’, 
the words “subsequent to the location of the claim,”. The amend- 
ment, as amended and agreed to by the conference committee, would 
require the Federal agency disposing, after location, of timber on a 
claim, to supply timber to the claimant in the amount the Federal 
agency has removed if the claimant needs such timber in his mining 
operation. 

Amendment No. 6: Occurs in subsection (b) of section 4, in the 
form of an additional proviso, to be inserted after the proviso adopted 
by agreement to amendment 5, as follows: 

Provided further, That nothing in this Act shall be construed as affecting or in- 
tended to affect or in any way interfere with or modify the laws of the States 
which lie wholly or in part westward of the ninety-eighth meridian relating to 
the ownership, control, appropriation, use, and distribution of ground or surface 
waters within any unpatented mining claim. 

Agreed to by the House managers, this amendment makes clear an 
intent to leave unaffected the operation of State water laws in the 
reclamation West governing the ownership, control, appropriation, 
use, and distribution of ground or surface waters. 

Amendment No. 7: Insertion, preceding the word “imitation” 
where it first occurs following the words “United States” in section 7, 
of the word “‘reservation’’. 

Amendment No. 8: Insertion, after the word “limitation” where it 
first occurs following the words “‘United States” in section 7, of a 
comma. 

Amendment No. 9: Insertion, preceding the word “limitation” 
where it last occurs following the words ‘‘ United States” in the House 
version of section 7, of the word ‘“‘reservation”’. 

Amendment No. 10: Insertion, after the word “limitation” where 
it last occurs following the words “‘ United States” in the House version 
of section 7, of a comma. 

Amendment No. 11: Following the word “patent”, where it last 
occurs in the House version of section 7, striking the period and 
adding the following: 


, or to limit or restrict any use of the lands covered by any patented or unpatented 
mining claim by the United States, its lessees, permittees, and licensees which is 
otherwise authorized by law. 


The House managers agreed to these several clarifying and perfecting 
amendments (amendments Nos. 7 through 11) to underscore the 
legislative intent to leave unaffected the scope and operation of cer- 
tain existing statutes which limit or restrict mining activities upon 
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lands owned by the United States. Examples include: the act of 
April 8, 1948 (62 Stat. 162), which opened the revested Oregon & 
California Railroad grant lands and the reconveyed Coos Bay Wagon 
Road grant lands to exploration, location, entry, and disposition’under 
the general mining laws, but which limited—with respect to timber 
on such lands—the rights of persons making entry on those lands; 
the act of August 12, 1953 (Public Law 250, 83d Cong., Ist sess.; 67 
Stat. 539), and the act of August 13, 1954 (Public Law 585, 83d Cong., 
2d sess.; 68 Stat. 708), both of which operate, within the terms thereof, 
to create authority for, and to establish procedure whereby, there is 
reserved to the United States all Leasing Act minerals. Further, the 
latter two acts operate to reserve to the United States, its lessees, 
permittees, and licensees, within the limits specifically set out, the 
right to entry upon and removal from mining locations (prior to, and 
after patent) of Leasing Act minerals; and the right to use mining 
locations, or restricted mineral patent lands falling within the scope 
of the acts is similarly reserved to the United States, its lessees, etc., 
for access to adjacent lands for mineral leasing activities. 

Crain ENGLE, 

Water Rogers, 

Len Mercatr, 

Joun P. Sayior, 

Witi1aMm A. Dawson, 

Managers on the Part of the House. 
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AUTHORIZING THE SECRETARY OF THE INTERIOR TO 
ACQUIRE CERTAIN RIGHTS-OF-WAY AND TIMBER 
ACCESS ROADS 





Jury 11, 1955.—Ordered to be printed 





Mr. Enatez, from the committee of conference, submitted the following 


CONFERENCE REPORT 
{To accompany 8S. 1464] 


The committee of conference on the disagreeing votes of the two 
Houses on the amendments of the House to the bill (S. 1464) to 
authorize the Secretary of the Interior to acquire certain rights-of- 
way and timber access roads, having met, after full and free conference, 
have agreed to recommend and do recommend to their respective 
Houses as follows: 

That the Senate recede from its disagreement to the amendment 
of the House and agree to the same. 

Crain ENGLE, 

Watrer Rocers, 

Lee Mercatr, 

Joun P. Sartor, 

Witiiam A. Dawson, 
Managers on the Part of the House. 

Russext B. Lone, 

Ciinton P. ANDERSON, 

Ricuarp L. NEvuBERGER, 

Grorce W. Matoneg, 

Henry Dworsuak, 
Managers on the Part of the Senate. 
































STATEMENT OF THE MANAGERS ON THE PART OF THE HOUSE 


The managers on the part of the House at the conference on the 
disagreeing votes of the two Houses on the amendment of the House to 
the bill (S. 1464) authorizing the Secretary of the Interior to acquire 
certain rights-of-way and timber access roads, submit the following 
statement in explanation of the effect of the action agreed upon and 
recommended in the accompanying conference report: 

The House amendment removed from S. 1464 a 5-year limitation 
upon the authority of the Secretary of the Interior to acquire certain 
rights-of-way and timber access roads: The Senate conferees, in re- 
ceding from their disagreement to the removal of this restriction, con- 
curred in the opinion of the House conferees that the Department of 
the Interior should be given authority comparable to that which the 
Department of Agriculture has had for some time in the management 
of national forest lands. 

Crain ENGLE, 

Water Rocrrs, 

Lee Mercatr, 

Joun P. Saytor, 

Wituiam A. Dawson, 
Managers on the Part of the House. 
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Jury 11, 1955.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 





Mr. Mitts, from the Committee on Ways and Means, submitted 
the following 


REPORT 


[To accompany H. R. 7201} 


The Committee on Ways and Means, to whom was referred the 
bill (H. R. 7201) relating to the taxation of income of insurance 
companies, having considered the same, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

On page 4, beginning in line 11, strike out “‘this subsection and” 
and insert “this subsection, subsection (a), and”’. 


PuRPOSE 


Since 1951 the taxation of life insurance companies has been gov- 
erned by a stopgap formula first adopted in 1951 and reenacted year 
by year since. Your committee’s bill is intended to replace this 
stopgap formula as well as the 1942 formula, which will become effec- 
tive for taxable years beginning after December 31, 1954, unless this 
bill is enacted or other affirmative steps taken. The Treasury De- 
partment estimates that the 1942 formula, should it be effective for 
the taxable year 1955, would produce $274 million in revenue as con- 
trasted with $189 million for the stopgap formula (that was effective 
for 1954) and $215 million under the plan proposed by the bill. 


BACKGROUND 


Until 1921 life insurance companies were taxed in the same manner 
as ordinary corporations under the general provisions of the revenue 
laws. However, in recognition of the problems inherent in the nature 
of life insurance companies they have been taxed since 1921 under 
special provisions not applicable to other corporations. This special 
treatment is*the product of the following three factors: 
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(1) Measurement of life insurance income requires assumptions as 
to future expenses and income. The variety of assumptions used in 
practice makes it difficult to designate what part of current receipts 
are truly required to be reserved and what part are surplus. 

(2) The annual accounting period, which is applied to business in 
general, is not a suitable measure of the income from issuing life- 
insurance contracts, which by their nature may span many decades. 

(3) The differences between mutual and stock life insurance com- 
panies make it difficult to devise a tax base which does not create 
competitive inequalities. 

In lieu of taxes at the usual corporate rates on total income from 
whatever source, various formulas for taxing life insurance companies 
have been devised, and they have been applied equally to stock and 
mutual companies. The three principal features of these formulas 
have been: 

(1) Only investment income has been subject to tax; underwriting 
gains and losses (premiums less insurance payments and operating 
expenses) have not been taxed. 

(2) Only a sma!! part of the net investment income has been taxed 
at regular corporate rates. Until 1951 ordinary corporation taxes 
were applied to net investment income less a large deduction, com- 
puted under various formulas designed to reflect the companies’ obli- 
gation to credit interest to the insurance reserves and other obligations 
to pay or credit interest to policyholders. For 1951-54 a tax at 6% 
percent of net investment income, more or less equivalent to a full tax 
on the reduced amount, bas been imposed. 

(3) Investment income on nonlife insurance business has been taxed 
at full corporation rates. The amount of this income has been deter- 
mined as 3% percent of the reserves on nonlife insurance (cancelable 
accident and health, workmen’s compensation, ete.). 

Since 1948 the life insurance industry has been taxed under “stop- 
gap” plans enacted from year to year. Asa result of this fact and the 
general need for study in the field, your committee appointed a Sub- 
committee on the Taxation of Life Insurance Companies in the last 
Congress to develop a permanent formula for the taxation of life 
insurance companies. 

The subcommittee conducted a series of informal conferences with 
representatives of the industry, State regulatory groups, and others 
interested in the field. Following these informal conferences, the 
subcommittee released in November of 1954 a preliminary statement 
of facts and issues prepared by the staff of the committee and the staff 
of the Joint Committee on Internal Revenue Taxation. This pre- 
liminary statement became the basis of public hearings, which were 
held December 14 and 15, 1954. 

Early in January of this year the subcommittee issued a report with 
the following tentative conclusions: 

(a) That the same tax formula should be applied to both stock and 
mutual companies with respect to life insurance business. 

(b) That the discrimination against insured plans compared to 
tax-free trusts in the employee pension and profit-sharing area 
be removed. 

(c) That income from cancelable accident and health insurance busi- 
ness carried on by life insurance companies be taxed separately from 
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income from life insurance business and that it be taxed in the same 
manner as the income of casualty companies is taxed. 

(d) That the definition of “investment income” be changed to in- 
clude royalty income and profits from the temporary operation of a 
noninsurance business. 

(e) That corrective steps be taken to eliminate the problems raised 
by the occasional use of life insurance companies for tax avoidance 
purposes. 

It is believed that this bill to a large degree carries into effect the 
recommendations and conclusions of the subcommittee on these points. 


SUMMARY OF THE BILL 


The bill continues to disregard underwriting gains and losses in the 
determination of taxable income, because of the difficulties of taxing 
insurance companies on the regular corporate basis. The methods of 
dealing with investment income and the taxation of income from non- 
life insurance business, however, are considerably changed. With re- 
spect to investment income related to life insurance reserves, the prin- 
ciple of deducting a fixed percentage of the net investment income is 
applied to the regular life insurance business. Higher deduction ratios 
are allowed, however, with respect to two special categories of business: 
(1) Policies under qualified employee pension plans, and (2) annuities 
and policyholder deposits. This will mean that the aggregate deduc- 
tion rate will vary between companies, depending on the types of 
business done. ‘The special treatment in the employee pension plan 
area is intended to equalize the tax treatment of life insurance com- 
panies in this area with tax-exempt pension trusts. In the area of 
annuities and deposited funds the special treatment is motivated by 
the consideration that interest on these earnings is ultimately taxable 
in the hands of the beneficiaries. 

With respect to non-life insurance business, primarily accident and 
health insurance, the bill moves in the direction of equalizing the 
tax treatment of life and casualty insurance companies. It is provided 
that both stock and mutual life insurance companies will pay tax on 
the income from this business as if it were the income of a mutual 
casualty insurance company. 

The bill makes several changes in the taxation of life insurance 
income designed to improve the definition of income and to prevent 
abuse of the life insurance treatment by companies which are not 
entirely life insurance companies. Several improvements in the in- 
come definition have been applied to casualty insurance companies 
as well as to life insurance companies. The reserve interest credit, a 
relief device provided in the Revenue Act of 1951 for certain com- 
panies with low earnings relative to their reserve and other policy 
requirements, is retained in substance. 

The bill imposes a tax under the new system only for the year 1955 
and provides that, if the new system is not extended, a tax similar to 
that imposed by the Revenue Act of 1942 will come into operation. 
By this action the committee does not intend any expression of ap- 
proval of the tax formula provided in the 1942 act, but has provided 
for the application of that formula to 1956 because it is the method of 
taxing life insurance companies under the law as of the present time. 
The so-called stopgap formula in use since 1950 has not been ex- 
tended beyond 1954. 
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The tax formula for 1955 provides only the first step in the transition 


to the system envisioned by the bill. The 1-year technique is applied 


to insure that the operation of the new system will be carefully ex- 
amined at the end of the period, and that the suggestions and recom- 
mendations of the Secretary of the Treasury will be carefully considered 
during that period. On this basis the Secretary of the Treasury has 
no objection to the enactment of H. R. 7201. However, he suggests 
that a continuing study be made toward the development of a method 
of taxing life insurance companies like other business, on the basis of 
their entire income from all sources. The Treasury Department is 
impressed with the need for a fair and sound approach to the problem 
of taxing life insurance companies and is cognizant of the special 
situation of life insurance Og ep ag and their responsibilities to 
policyholders, but believes that the tax imposed upon such companies 
should be fairly distributed among companies in the industry, and 
should be fair in relation to the tax burden of other savings institu- 
tions and taxpayers generally. 


DeraiLeD EXPLANATION OF THE BILL 
A. REGULAR LIFE INSURANCE BUSINESS 


The bill provides a deduction of 85 percent of the net investment 
income allocable to the regular life insurance business. The stopgap 
tax imposed on life insurance companies from 1951 to 1954 was 
equivalent to regular corporate rates applied to net investment 
income after an 87\-percent deduction. On the basis of reserves 

resently stated on the company books, the industry currently needs 
ie than 85 percent of its net investment income to fulfill policy 
obligations. This smaller current interest requirement is due in part 
to the fact that in recent years the companies have transferred 
considerable amounts of surplus to reserves in a process known as 
reserve strengthening. While this does reduce the current need for 
interest additions to reserves, it does not appear desirable that tax 
liability should depend on pure bookkeeping changes. Moreover, the 
ratio of interest requirements to current interest earnings will vary 
considerably over time because of the slow adjustment of reserve 
interest patterns to changing interest rates. It also does not appear 
desirable that tax liability should depend on these year-to-year 
variations in the reserve interest picture. 


B. PENSION PLAN BUSINESS 


The new system envisaged in the bill provides that, ultimately, 
insurance companies may deduct from net investment income 100 
percent of the earnings on reserves held for policies issued in connec- 
tion with qualified pension and profit-sharing plans. The policies 
involved here include group annuities sold directly to an employer 
and other policies, including life insurance policies which must be 
converted into annuities, that may be purchased by a qualified 

ension trust. The investment income related to these policies has 

een defined so as to correspond as closely as possible to the income 
that may be accumulated, tax-free, in a qualified trust. Hence, no 
part of the earnings on capital and surplus have been included. The 
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reserves for these policies are roughly 13 percent of total life insurance 
assets; however, many companies do not have any of this business. 
For 1955 the deduction for this business will be 92.5 percent. If 
the provisions of this bill are made applicable to subsequent years, 
this deduction will be 94 percent for 1956 and will reach 100 percent 
in 1960. 
C. ANNUITIES AND POLICYHOLDER DEPOSITS 


The bill provides, for 1955, a deduction of 90 percent of the net 
investment income earned on assets held as reserves for annuities 
and for dividend accumulations and insurance proceeds left at interest 
(including a portion of capital and surplus held for these obligations). 
This deduction (larger than the deduction for life insurance business) 
is designed to reflect the fact that this interest is taxable, in general, 
when received by individuals. In this sense it differs from interest 
added to life insurance policy reserves, which in general is not taxed 
as income to individuals. Some tax at the insurance company level 
on annuity earnings is justified because the individual tax on the 
interest is, typically, long postponed. If the new system is made 
applicable to 1956 and subsequent years this deduction will be 91 
percent for 1956 and will increase to 95 percent for 1960. 

The bill excludes from the definition of annuities those policies 
sold on a nonparticipeting basis before July 1, 1955. In these cases 
a tax advantage to the companies would not, as a general rule, result 
in a benefit to the policyholders. 


D. NON-LIFE INSURANCE BUSINESS 


The bill provides for 1955 that stock and mutual life insurance 
companies will pay tax on the income from non-life insurance busi- 
ness as if it were the income of a mutual casualty company. This 
means that they will pay the higher of (1) a tax at regular corporate 
rates on their net investment income from that business or (2) a tax 
of 1 percent on the gross investment income from that business plus 
premiums (less dividends) on those policies. For this purpose the 
investment income is required to be determined in the same manner 
as for a mutual casualty company. This involves taking into ac- 
count a proportionate part of the net capital gain (to which the alter- 
native capital gains tax is applicable) and a proportionate part of the 
dividends received credit. 

For many years the investment income attributable to the non- 
life insurance business has been viewed as 3\% percent of the unearned 
premiums and unpaid losses on that business. Under this bill the 
income attributable to the non-life insurance business is that part of 
the total net investment income which corresponds to the ratio of 
these non-life reserves to the total reserves. 

In the casualty insurance field, where stock companies predominate, 
the stock companies are subjected to a different tax computation 
from mutuals, one that usually results in a higher tax. It is feared 
that if this were applied to the accident and health field of the life 
insurance industry, where mutuals predominate, the competitive 
consequences could be quite serious. 
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E. THE DEFINITION OF INCOME 


The gross income of a life insurance company under present Jaw is 
defined as interest, dividends, and rents. This definition has been 
expanded by including (1) royalties; (2) certain amounts received in 
connection with entering into, altering, or terminating agreements 
such as leases and mortgages; and (3) income derived from the opera- 
tion of a noninsurance business. Royalties are considered to be 
similar to rents. Similarly, the receipts in connection with certain 
agreements are considered similar to the income received under the 
agreements. These amounts would include, for example, a bonus 
on entering into a lease and a penalty for early repayment of a 
mortgage. Normally a life insurance company will only have income 
from a noninsurance business where it acquires a going business in 
foreclosing a mortgage. Income earned in this situation is considered 
to be similar to mortgage interest. 

The deductions corresponding to these types of income are allowed. 
Thus, the bill provides a deduction for depletion and a deduction for 
the ordinary expenses of any noninsurance business. As has always 
been the case, capital gains are not included in life insurance income 

The deduction for dividends received on corporate stock held for 
the life insurance business is denied on the grounds that the life 
insurance company already gets at least an 85 percent deduction on 
this income. 

Where appropriate, these modifications of the definition of invest- 
ment income have also been applied to casualty insurance companies 
For mutual casualty companies there are added to the present defini- 
tion of income royalties, payments in connection with agreements, 
and income from a noninsurance business. The corresponding deduc- 
tions are allowed. Under present law all of these types of income are 
includible in the case of a stock casualty company, but the bill allows 
a deduction for depletion which is not allowed in the 1954 Code. 


F. ABUSES OF THE LIFE INSURANCE PROVISIONS 


The bill makes several changes in present law designed to prevent 
abuses of the special tax treatment permitted in the case of life 
insurance companies. One of these new provisions is an overall 
ceiling imposed upon the reserve and other policy liability deduction. 
That deduction, in general, is determined by means of specified per- 
centages of net investment income and serves in lieu of a deduction 
for the actual commitment of each company to pay and accrue 
interest. But if, on the basis of its actual commitments, the invest- 
ment income is far greater than what is necessary, instead of deducting 
the normal percentage, say 85 percent, of this large investment in- 
come, a ceiling for the deduction is imposed. The ceiling is roughly 
200 percent of the interest requirements on life insurance reserves 
plus the actual interest commitments on contracts not involving life 
contingencies, plus dividends to policyholders. 

In this computation it is provided that the interest, on life insurance 
reserves to the extent that those reserves are matched by policy loans 
may be taken at only 100 percent and not 200 percent. This is 
designed to prevent the abuse of creating more or less fictitious life 
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insurance reserves by selling insurance policies where a policy loan is 
extended immediately for almost the full amount of the premium. 

Another new provision deals with the definition of a life insurance 
company. Under present law, an insurance company is denominated 
a life insurance company if more than 50 percent of its reserves are life 
insurance reserves. This rule is continued, but a modification is pro- 
vided. Under present law a company finding its reserves other than 
life (generally accident and health insurance reserves) rising over the 
50 percent can avoid taxation as a casualty insurance company by 
“manufacturing” life insurance reserves through the device of selling 
insurance policies and extending policy loans to the amount of 
the reserves set up on these policies. This is a paper transaction 
to disguise the true character of the company. The bill would remove 
the amount of policy loans from both life reserves and total reserves 
and apply the 50 percent test as though these transactions had never 
occurred. 

The inclusion in the bill of a definite formula is not intended to 
affect the general principles of law under which sham transactions 
may be disregarded. Furthermore, it should be pointed out that the 
formula is not confined to situations similar to that described above, 
since its application is generalized to all policy loans whether or not 
they arise in the normal course of operations. It is considered that, 
to the extent a life insurance company lends money to a policyholder, 
it is creating a position similar to that which would have existed if 
it had initially sold him a policy involving a lower net reserve. 

There is a potential abuse situation in the case of the so-called 
captive insurance companies. It may be possible for a finance com- 
pany, for example, to establish a subsidiary life insurance company 
that will issue life insurance policies in connection with the business 
of the parent. If the subsidiary charges excessive premium on 
this business, a portion of the income of the parent company can be 
diverted to the life insurance company. It is believed that section 482 
of the Internal Revenue Code of 1954 (relating to allocation of 
income and deductions among related taxpayers) provides the Secre- 
tary of the Treasury ample regulative authority to deal with this 
problem. 

G. YOUR COMMITTER’S AMENDMENT 


The committee amendment set forth at the beginning of this report 
is intended to make clear the operation of the new section 801 (b) (4). 
Among the items taken into account in determining whether a com- 
pany meets the definition of a life insurance company for any taxable 
year are the company’s unearned premiums and unpaid losses on 
certain policies not included in life insurance reserves. This amend 
ment makes it clear that the amount of such unearned premiums and 
unpaid losses to be taken into account consists of the mean of such 
amounts at the beginning and end of the taxable year. 


Secrion-By-Section ANALYSIS OF THE BILL 


FIRST SECTION 


The first section of the bill contains a short title for the bill, namely, 
the “Life Insurance Company Tax Act of 1955”. 
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SECTION 2 


Section 2 of the bill amends part I of subchapter L of chapter 1 of 
the Internal Revenue Code of 1954 (relating to the taxation of the 
income of life insurance companies) by substituting for the existing 
sections 801 to 807, inclusive, a new text which is divided into three 
subparts: 

1. Subpart A (secs. 801 through 805), which deals with the 
new formula for the taxation of the income of life insurance 
companies; 

2. Subpart B (secs. 811 through 813), which deals with the 
1942 formula (with certain revisions) for the taxation of that 
income, which formula will become effective in 1956 if legislation 
is not enacted extending the effective period for the new formula 
set forth in subpart A; and 

3. Subpart C (secs. 816 and 817), which deals with foreign 
life insurance companies and the denial of double deductions. 


Suppart A 


Section 801. Definition of life insurance companies 

The new section 801 embodies, with a few minor changes, the defini- 
tion of a life insurance company which is contained in section 801 of 
the Internal Revenue Code of 1954. 

Subsections (a), (c), and (e) of section 801 are in substance the 
same as section 801 of the 1954 Code, while subsection (b), with a 
minor exception, is in substance the same as section 803 (b) of the 
1954 Code. Under these subsections the total reserves and the life 
insurance reserves of an insurance company are defined. The com- 
pany is treated as a life insurance company if more than 50 percent 
of its total reserves are life insurance reserves or certain reserves on 
noncancelable accident and health insurance. Paragraph (4) of sub- 
section (b) specifies that the amount of these reserves shall be the 
mean of these reserves at the beginning and end of the taxable year. 
This corresponds to the present practice of the Internal Revenue 
Service in applying this definitional test. 

Subsection (d) of section 801 introduces a new element in the 
definition of a life insurance company. An insurance company, in 
computing its life insurance reserves to determine whether it qualifies 
as a life insurance company under section 801 (a), must under the 
provisions of subsection (d) reduce its life insurance reserves and its 
total reserves by an amount equal to the mean of the aggregates, at 
the beginning and end of the taxable year, of the policy loans out- 
standing with respect to contracts for which life insurance reserves 
are maintained. The term “policy loans’’ is intended to include 
loans made by the insurance company, by whatever name called, for 
which the reserve on a policy is the collateral. 

The effect of this huattice may be illustrated by the following 
example based on hypothetical data for the A insurance company 
selling only life insurance and cancelable accident and health insurance: 
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Mean of year 





. Life insurance reserves , Of , 1, 500 
. Policy loans 450 





. Life reserves less policy loans 1,050 
. Unearned premiums and unpaid losses on cancelable acci- 
dent and health insurance a 1, 250 





. Total reserves under the bill (item 3 plus item 4)____......- 2, 300 
. Total reserves under present law (item 1 plus item 4) 2, 750 














The rule provided in the bill requires that the mean of the year 
figure in item 3 (1,050) be more than 50 percent of the mean of the 
year figure in item 5 (2,300). Thus under the bill the A company 
would not qualify as a life insurance company. The present law rule 
requires that the mean of the year figure in item 1 (1,500) be more 
than 50 percent of the mean of the year figure in item 6 (2,750). 
This company would be regarded as a life insurance company under 
present law. 

Section 802. Tax imposed for 1955 

The new section 802 imposes the tax on life insurance companies 
for the year 1955. In the case of a company having no non-life 
insurance reserves (as defined in sec. 804 (g) (2)) the tax provided 
by subsection (a) applies only on its life insurance taxable income. 
In the case of a company having non-life insurance reserves the tax 
is either (1) the tax imposed by section 802 (a), or (2) the tax com- 
puted under section 802 (c) (2), whichever is the higher. 

Subsection (a) imposes a tax consisting of a normal tax and a 
surtax (computed under secs. 11 (b) and 11 (c) of the 1954 Code, 
respectively) on the sum of the “life insurance taxable income” plus 
the “non-life insurance taxable income.” 

Subsection (b) defines “life insurance taxable income” as the “net 
investment income’ minus the sum of the net investment income 
allocable to non-life insurance reserves, the reserve and other policy 
liability deduction, and the special interest deduction (if applicable). 
The term “net investment income” is explained in section 803; 
“net investment income allocable to non-life insurance reserves” in 
section 804 (g); “reserve and other policy liability deduction” in 
section 804; and “special interest deduction” in section 805. 

Subsection (c) provides an alternative method of computing the tax 
in the case of life insurance companies having non-life insurance 
reserves. In such cases, the taxpayer insurance company pays the 
greater of either the tax imposed under section 802 (a) or the alterna- 
tive tax computed under section 802 (c) (2). If the operation of 
section 1201 (a) (providing an alternative tax on capital gains) 
reduces the tax computed under section 802 (a) to an amount less 
than that computed under section 802 (c) (2), then the latter tax 
would apply. 

The alternative tax under section 802 (c) (2) consists of the sum of 
two partial taxes. The first partial tax is a normal tax and surtax 
(computed as under secs. 11 (b) and 11 (c), respectively) on the tax- 
payer’s life insurance taxable income. The second partial tax consists 
of the sum of (i) 1 percent of that portion of the gross investment 
income which is allocable to the mid insurance reserves and (ii) 1 
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percent of the excess of the net premiums on the non-life insurance con- 
tracts over the dividends due policyholders (in their capacity as such) 
on those contracts. Net premiums and dividends to policvholders are 
to be computed as provided in section 823. Paragraph (2) (B) (i) of 
subsection (c) provides that the portion of the gross investment in- 
come allocable to non-life insurance reserves is to be an amount which 
bears the same ratio to gross investment income (reduced by the 
deduction for wholly exempt interest allowed by sec. 803 (c) (1)) as 
the non-life reserves bear to the “qualified reserves” (defined under 
sec. 804 (d)). The “excess” described in clause (ii) of subsection (ec) 
(2) (B) could conceivably be a negative figure which would then 
reduce the amount to be determined under such subsection. 

Subsection (d) of section 802 provides methods for computing the 
deduction for partially tax-exempt interest. Paragraph (1) of sub- 
section (d) provides (for the purpose of the normal tax computed 
under sec. 802 (a)) a deduction for partially tax-exempt interest 
equal to an amount which bears the same ratio to the amount of the 
deduction provided by section 242 as the sum of the life insurance 
taxable income (determined under sec. 802 (b)) and the net investment 
income allocable to non-life insurance reserves (determined under 
sec. 804 (g)) bears to the net investment income. Since the net 
investment income is reduced by the reserve and other policy liability 
deduction, the deduction for partially tax-exempt interest is corre- 
spondingly reduced. For the purpose of the normal tax in computing 
the first partial tax under section 802 (c) (2) (A), the deduction for 
partially tax-exempt interest is an amount which bears the same ratio 
to the amount of the deduction provided by section 242 as the life 
insurance taxable income bears to the net investment income. 

Subsection (e) of section 802 provides for a method of computing 
the alternative tax on capital gains in the case of a life insurance com- 
pany which has non-life insurance reserves. Under section 1201 (a), 
if the net long-term capital gain of a corporation exceeds its net short- 
term capital loss, then the alternative capital gains tax is computed 
by reference to such excess. Under subsection (e), the excess to be 
taken into account is an amount which bears the same ratio to the 
excess described in section 1201 (a) as the non-life insurance reserves 
bear to the qualified reserves. In determining this excess, a net 
capital loss for any taxable year beginning before January 1, 1955, 
shall not be taken into consideration. 

The “non-life insurance taxable income’”’ of a life insurance company 
is defined in section 802 (f) as the net investment income allocable to 
non-life insurance reserves increased by a proportionate share of the 
net capital gain allocable to this non-life insurance income and de- 
creased by the proportionate share of the deductions for dividends 
received provided in sections 243, 244, and 245. 

Section 803. Income and deductions 


Section 803 provides rules and definitions for the determination of 
income and deductions to be used only in the case of life insurance 
companies. 

Subsection (b) of section 803 defines “gross investment income.” 
It starts with the definition of gross income, as provided by section 
803 (a) (2) of the Internal Revenue Code of 1954, and adds to that 
definition royalties and gross income from any trade or business 
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(other than an insurance business) carried on by the life insurance 
company. 

Subsection (b) (1) includes in the definition of “gross investment 
income’”’ the gross amount of any income, received or accrued, during 
the taxable year, from interest, dividends, rents, and royalties. It 
is made clear that income includes the gross amount received in 
conjunction with the making of any lease, mortgage, or other instru- 
ment or agreement from which the life insurance company will derive 
interest, rents, or royalties, and the alteration or termination of any 
such lease, etc. Examples of such amounts would be a penalty for 
early payment of a mortgage and a bonus for entering into a lease. 
Any amount received in conjunction with an agreement which would 
be deemed a capital gain under other provisions of the Internal Rev- 
enue Code will not be included in gross investment income. 

Under subsection (b) (2) of section 803, “gross investment income” 
also includes the gross income from any trade or business (other than 
an insurance business) carried on by the insurance company individ- 
ually or in partnership. In determining the amount of income from 
such trade or business it is provided that any items described in 
section 803 (b) (1) be excluded. Gross investment income does not 
include any gain from the sale or exchange of a capital asset. This 
exclusion applies also to any gain which is treated as a gain from the 
sale or exchange of a capital asset under other provisions of the Inter- 
nal Revenue Code. 

Secticn 803 (c) defines “net investment income” (a term comparable 
to “taxable income’’ as used in sec. 803 (g) of the Internal Revenue 
Code of 1954), as gross investment income (referred to in sec. 803 
(b)) less a number of deductions. 

The deductions for tax-free interest, investment expenses, and 
depreciation are in substance the same as provided in section 803 (g) 
of the 1954 Code. As under present law the insurance company is 
permitted to deduct taxes and other expenses (other than capital im- 
provements) paid or accrued during the taxable year exclusively on 
or with respect to real estate owned by the company. The bill adds 
a reference to section 164 to bring into operation here certain changes 
in the deductibility of taxes adopted in 1954 which are not now applied 
to insurance companies. Paragraph (5) of section 803 (c) provides 
for a new deduction, that for depletion (and depreciation) allowed by 
section 611. 

Paragraph (6) of this subsection allows the deductions attributable 
to any trade or business, the income frem which is included in the 
life insurance company’s gross investment income by reason of section 
803 (b) (2), except losses from (a) sales or exchanges of capital assets, 
(b) sales or exchanges of property used in the trade or business (as 
defined in section 1231 (b)), and (c) losses from the compulsory or 
involuntary conversion of property used in the trade or business. The 
allowable deductions may exceed the gross income from this business. 
Any part of the deductions provided in paragraph (6) will be dis- 
allowed to the extent attributable to the carrying on of the insurance 
business. An example of this disallowance could be provided by a 
life insurance company that operated a radio station primarily to 
advertise its own insurance services. A portion of the expenses of 
the radio station (corresponding to the ratio of the value of advertis- 
ing furnished to the insurance company to the total value of services 
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rendered by the station) will not be allowed as deductions. Para- 
graph (6) also excludes the deduction for net operating losses provided 
in section 172. 

Unlike present law this bill omits the deduction for intercorporate 
dividends in computing the basic net investment income of a life 
insurance company. It is specified in paragraph (6) that none of the 
deductions allowed in part VIII of subchapter B shall be allowed as 
expenses of the noninsurance business. 

Subsection (d), limiting the deductions related to real estate, and 
subsection (e), relating to amortization of premium and accrual of 
discount on bonds and other evidences of indebtedness are in sub- 
stance the same as subsections (h) and (i), respectively, of section 803 
of the Internal Revenue Code of 1954. 


Section 804. Reserve and other policy liability deduction 

Section 804 provides a new rule for determining the “reserve and 
other policy liability deduction” for the purpose of subpart A of part I 
of subchapter L. Subsections (a) and (b) provide a system of dedue- 
tions increasing during the years 1955 to 1960, if subpart A (now 
applicable only to 1955) is, by subsequent legislative action, applied 
beyond 1955. 

In 1955 the reserve and other policy liability deduction is the sum 
of the following amounts: 

(1) 92.5 percent of the amount of the net investment income 
allocable to pension plan reserves; 

(2) 90 percent of the amount of the net investment income allocable 
to reserves for annuity contracts and deposits; 

(3) 85 percent of the amount by which the net investment income 
exceeds the sum of the following: the amounts allocable to the reserves 
described in (1) and (2) above plus the amount of the net investment 
income allocable to non-life insurance reserves. 

Subsection (c) provides that the deduction for reserve and other 
policy liabilities shall not exceed an amount which is equal to the 
sum of the following: 

(A) Two times the required interest on life insurance reserves 
(determined under sec. 805 (e) (1)); 
(B) The required interest on reserves for deferred dividends 
(determined under sec. 805 (ec) (2)); 
(C) The amount of interest paid (as defined in sec. 804 (d)); and 
(D) The dividends to policyholders paid or declared (other 
than dividends on non-life insurance contracts referred to in 
subsection (gz) (2) (A) of sec. 804). 
The above sum must be reduced by the amount of the adjustment for 
policy loans provided in paragraph (2) of subsection (c). For the 
purposes of (D) the dividends to policyholders shall be construed as 
those paid, or those declared, according to the method of accounting 
regularly employed in keeping the books of the insurance company. 

Paragraph (2) of subsection (c) provides for the application of an 
adjustment which will reduce the amount computed under paragraph 
(1) by an amount equal to the mean of the aggregates (at the begin- 
ning and end of the taxable year) of the outstanding policy loans 
with respect to contracts for which life insurance reserves are main- 
tained, multiplied by the average rate of interest applicable to life 
insurance reserves. 
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The application of the preceding subsection may be illustrated by 
the following example: 

The B life insurance company has net investment income of 300, of 
which 100 is allocable to non-life insurance reserves. The company 
has some annuity business, and thus the reserve and other policy 
liability deduction as computed under subsections (a) and (b) of see- 
tion 804 is 86 percent of 200 or 172. The company must then de- 
termine its maximum reserve and other policy liability deduction. 
The first element of this maximum relates to its interest on life 
insurance reserves which is computed as follows: 





Amount of 
required 
interest 


Reserves Reser ves Reserves 
Jan. 1 Dec. 31 mean of year 





Reserves at 2!5 percent 900 1, 100 26 
Reserves at 3 percent 1,050 950 30 
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The calculation of the maximum will include twice the sum of 25 and 
30 or 110. There is also added interest paid on borrowings and on 
contracts not involving contingencies, which is 20, and dividends 
paid to policyholders of 10. 

From 140 (the sum of 110, 20, and 10) there must be subtracted the 
adjustment for loans on policies involving life insurance reserves. 
The amount of such policy loans is 150 at the beginning of the year 
and 250 at the end or 200 as the mean. The adjustment for policy 
loans is determined by first dividing the reserve interest required (55) 
by the sum of the means of the life insurance reserves (2,000). This 
average rate is thus 2.75 percent. This rate multiplied by the mean 
policy loans of 200 yields an adjustment of 5.5. Thus the reserve 
and other policy liability deduction for the B company will be limited 
by subsection (c) and will be 140 less 5.5, or 134.5. 

Section 804 (d) defines the term “qualified reserves” (as used in sub- 
part A) as the sum of the following items: 

(1) Life insurance reserves (as defined in sec. 801 (b)) plus 7 percent 
of that portion of such reserves as are computed on a preliminary 
term basis. 

(2) The ‘non-life insurance reserves” (defined in sec. 804 (g) (2)). 

(3) The amounts (discounted at the rates assumed by the company) 
necessary to satisfy certain obligations under insurance and annuity 
contracts (including contracts supplementary thereto). Such amounts 
are to be included only if the above-mentioned obligations, when 
satisfied, will reflect an increment in the nature of interest, and such 
obligations do not involve life, health, or accident contingencies at the 
time with respect to which the computation is made under paragraph 
(3) of section 804 (d). 

(4) The amounts held at the end of the taxable year as reserves for 
dividends to policyholders, the payment of which dividends is deferred 
for at least 5 years from the date of the policy contract. Such amount 
shall not be deemed to include dividends payable during the year 
following the taxable year for which such computation is made. 

(5) The dividend accumulations, and other amounts, held at inter- 
est in connection with insurance or annuity contracts, including sup- 
plementary contracts. 
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(6) Premiums and annuity considerations received in advance, and 
liabilities for premium deposit funds and for annuity consideration 
deposit funds. 

n applying subsection (a) or (d), the same item shall only be 
counted once. With the exception of paragraph (4) of section 804 (d) 
the amount of any reserves (or portion thereof) for any taxable year 
{as used in section 804) shall be the mean of such reserves (or portion 
thereof) at the beginning and end of the taxable year. 

Subsection (e) of section 804 provides for the determination of the 
net investment income related to the pension plan reserves. Para- 
graph (1) of subsection (e) provides that the net investment income 
related to pension plan reserves shall be computed by taking that 
portion of the net investment income which is proportionate to the 
ratio of the amount of the pension plan reserves to the mean of the 
book value of all the assets of the insurance company. The term 
“book value” is intended to have the same meaning as when used in the 
annual statement approved by the National Convention of Insurance 
Commissioners. For this computation, the mean is determined as 
of the beginning and the end of the taxable year, and in determining 
all the assets of the insurance company, real property occupied by 
the insurance company, and furniture, fixtures, and equipment (to 
the extent such real or personal property is used in carrying on the 
insurance business) is disregarded. 

Paragraph (2) of subsection (e) defines pension plan reserves as 
that portion of the qualified reserves described in paragraphs (1) and 
(3) of subsection (d) which is allocable to certain pension plan con- 
tracts. Those pension plan contracts are policies (including supple- 
mentary contracts) purchased under contracts entered into with trusts 
which (as of the time the contracts were entered into) were deemed 
to be either trusts described in section 401 (a) and exempt from tax 
under section 501 (a) of the Internal Revenue Code of 1954, or trusts 
exempt from tax under section 165 (a) of the Internal Revenue Code 
of 1939 as it appeared subsequent to the 1942 amendments or section 
165 of such code as it appeared prior to the 1942 amendments, or the 
corresponding provisions of prior revenue laws. Also included are 
contracts entered into under qualified insured plans which, as of the 
time the contracts were entered into, were deemed to be plans meeting 
the requirements of section 401 (a) (3), (4), (5), and (6) of the Internal 
Revenue Code of 1954, or the requirements of section 165 (a) (3), 
(4), (5), and (6) of the Internal Revenue Code of 1939 (which were 
added in 1942). Pension plan contracts also include those provided 
for employees of the life insurance company under a plan which for 
the taxable year of the life insurance company meets the requirements 
of section 401 (a) (3), (4), (5), and (6). 

Paragraph (2) provides, in effect, that if at the time of the purchase 
of a contract from an insurance company, & trust or pension plan is 
qualified under the appropriate one of the above-mentioned provisions 
of the internal revenue laws, the reserves relating to such contracts 
can be included as pension plan reserves. This requires that the 
enbaente insurance policy purchased be a type of policy that could 

e purchased under the plan without loss of its qualified status. Thus 
the contract could be a life insurance contract if under the terms of the 
plan the policy must be converted to an annuity at the time of the 
employee’s retirement. These reserves may be included despite the 
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fact that the plan or trust might at a later date be retroactively 
disqualified to a time prior to the time of purchase of the contracts 
from the insurance company. The insurance company, therefore, 
need only be concerned with the qualification of the trust or pension 
plan at the time the trust or employer entered into a contract with the 
insurance company. 

Subsection (f) of section 804 defines: net investment income allocable 
to reserves for annuity contracts and deposits. Paragraph (1) of 
subsection (f) provides that the amount of net investment income 
allocable to reserves for annuity contracts and deposits is that amount 
which bears the same ratio to the net investment income as such 
reserves bear to the qualified reserves as defined in section 804 (d). 

Paragraph (2) (A) of subsection (f) defines reserves for annuity 
contracts and deposits as the sum of the following: 

(a) That portion of the qualified reserves described in paragraphs 
(1) and (3) of subsection (d) which is allocable to annuity contracts, 
including annuities certain; and 

(6) The amounts described in subsection (d) (5) of section 804 
(dividend accumulations and other amounts held at interest in con- 
nection with insurance or annuity contracts, etc.). 

Clause (iii) of paragraph (2) (B) excludes from the definition of 
reserves for annuity contracts and deposits any item which is allocable 
to a contract entered into before July 1, 1955, or to a contract the 
terms of which are dependent on terms of a contract entered into before 
July 1, 1955. This clause shall not apply if (as of July 1, 1955) such 
contract (or predecessor in effect on such date) provided for participa- 
tion in surplus earnings of the company. A contract shall be con- 
sidered to be dependent on terms of a prior contract if it is issued under 
an option in the prior contract or if it constitutes only a modification 
of the earlier contract. Pension plan reserves are excluded from the 
definition of annuity reserves. 

Paragraph (3) of subsection (f) defines the term “annuity contracts.” 
Such definition is intended to exclude from this calculation any an- 
nuity contract which provides a death benefit which is more than a 
refund of the consideration plus interest. 

It is provided that an annuity is a contract providing installment 
payments to one or more annuitants arising under a life insurance, 
annuity, endowment, or supplementary contract. Subparagraph 
(C) requires that if such installment payments arise under a hfe 
insurance, endowment, or supplementary contract they will only be 
regarded as annuities when installment payments have become pay- 
ps Thus a contract providing a deferred annuity with no option 
for life insurance benefits could be considered an annuity contract from 
the beginning. A life insurance contract providing an annuity to the 
beneficiary of the insured or providing an annuity option to the in- 
sured or his beneficiary will not be regarded as an annuity until in- 
stallment payments become due. 

Subparagraph (B) provides a limitation on death benefits which may 
be payable under a contract providing installment payments without 
disqualifying it as an annuity contract. The test goes to the earliest 
time (tollowing the time at which the reserve is computed) when an 
amount may be paid under the contract other than as a dividend or 
an installment to the annuitant entitled to the next installment pay- 
ment. Such payments would be ordinarily refunds or installments 

















16 TAXATION OF INSURANCE COMPANY INCOME 


following the death of such an annuitant. The amount of such death 
benefits may not exceed the consideration paid for the contract plus 
accrued interest up to the payment date less amounts previously 
received under the contract. In the case of an annuity, or install- 
ment payments, elected as an option on life insurance benefits, the 
proceeds at the death of the insured is regarded as the amount other- 
wise invested in the agreement. 

Subsection (g) of section 804 provides for the definition of non-life 
insurance reserves and for the method of determining the amount of 
the net investment income allocable to such reserves. 

Paragraph (1) of subsection (g) provides for the determination of 
the net investment income allocable to non-life insurance reserves as 
that amount which bears the same ratio to the net investment income as 
such reserves bear to the qualified reserves. Paragraph (2) of the sub- 
section defines non-life insurance reserves as the sum of the unearned 
premiums and the unpaid losses (whether or not ascertained) on con- 
tracts other than life insurance, annuity, and nonecancelable health 
and accident insurance contracts, except any unearned premiums 
and unpaid losses which are included in the life insurance reserves as 
defined in section 801 (b). The parenthetical phrase “whether or not 
ascertained” is intended as continuation of the treatment accorded 
unpaid losses under present law. The unearned premiums shall not 
be considered to be less than 25 percent of the net premiums written 
during the taxable year on such contracts. 

Paragraph (3) of subsection (g) provides for an adjustment (under 
regulations prescribed by the Secretary or his delegate) with respect 
to certain non-life insurance contracts that do have some life insurance 
reserves. 

Section 805. Special interest deduction 

Section 805 provides for a special interest deduction (comparable to 
the reserve interest credit provided in sec. 805 (b) of the Internal Reve- 
nue Code of 1954) to be used when computing the tax imposed by sec- 
tion 802. The deduction is provided for life insurance companies 
whose net investment incomes are insufficient or barely sufficient to 
meet their required interest commitments. 

The deduction is determined as under present law, with some minor 
changes. Under present law if the ratio of adjusted taxable income 
to required interest is less than 1.00 the company receives an addi- 
tional deduction of 50 percent of the income subject to the life insur- 
ance tax. ‘To conform the numerator of this ratio to the current 
bill an adjusted net investment income is used described in subsection 
(b). To retain the effect of the provision under present law the 
ratio is multiplied by the net investment income reduced by the sum 
of net investment income allocable to non-life insurance reserves and 
the reserve and other policy liability deduction. As under present 
law reduced allowances are made where the ratio is between 1.00 and 
1.05. 

A minor change in the definition of required interest is made. 
Under present law the required interest with respect to the reserve 
for deferred dividends is deemed to be 2 percent. Under the bill the 
actual interest rate is used. 
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Suppart B, 1942 Formuna 


Sections 811, 812, and 813 provide that after 1955, if the subpart A 
tax is not extended, certain provisions of the Revenue Act of 1942 are 
to be combined with certain of the new provisions set forth in subpart 
A. The particular 1942 provisions that would come back into opera- 
tion would be the method of determining the reserve and other policy 
liability deduction by reference to the Secretary’s ratio (sec. 812) and 
the computation of income on non-life insurance business by means 
of applying 3% percent to certain reserves (sec. 813). 

The features of subpart A which are made permanent are: 

(1) The new definitions relating to investment income; 

(2) Denial of the dividends received credit; 

(3) The maximum limit on the reserve and other policy lia- 
bility deduction; 

(4) The adjustment for policy loans in the 50 percent test 
used to define a life insurance company; and 

(5) The special interest deduction. 


Section 811. Tax imposed 


Subsections (a) and (b) of section 811 are in substance the same as 
section 802 (a) of the Internal Revenue Code of 1954, except that the 
special interest deduction is allowed. 

Subsection (c) of section 811 provides an adjustment in computing 
the special interest deduction. Under this subsection, the computa- 
tions under the specified provisions of the new section 805 will be 
made by substituting the amount of the adjustment for certain reserves 
provided in section 813 for the net investment income allocable to 


non-life insurance reserves. For purposes of section 805 (b), the 
substitution will be made after the net investment income has been 
computed without the reduction for wholly exempt interest. Thus, 
in applying section 805 (b) (2) with respect to subpart B, the amount 
taken into account will be 50 percent of the amount of the adjustment 
for certain reserves, in lieu of 50 percent of the net investment income 
allocable to non-life insurance reserves. 


Section 812. Reserve and other policy liability deduction 

Section 812 is in substance the same as section 804 (a) of the Internal 
Revenue Code of 1954. The term “net investment income” is sub- 
stituted for the term “taxable income”’ wherever such term is used in 
section 804 of the 1954 Code. 

Subsection (b) contains definitions corresponding to the definitions 
found in subsections (ec), (d), (e), and (f) of section 803 of the 1954 
Code. 

Subsection (ce) applies the same maximum limit to the reserve and 
other policy liability deduction allowed by section 812 (a) as the 
maximum limit applied by section 804 (ce). 

Section 818. Adjustment for certain reserves 


Section 813, in substance the same as section 806 of the Internal 
Revenue Code of 1954, provides for an adjustment for certain reserves 
in the case of a life insurance company writing contracts other than 
life insurance, annuity, and noncancelable health and accident insur- 
ance contracts (including life insurance or annuity contracts combined 
with noncancelable health and accident insurance). 
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Suppart C—MIscELLANEOUS PROVISIONS 


Section 816. Foreign life insurance companies 


Section 816 is in substance the same as section 807 of the Internal! 
Revenue Code of 1954. 


Section 817. Denial of double deductions 


Section 817 applies to part I the shore against double deduc- 
tions found in section 803 (j) of the Internal Revenue Code of 1954. 


SECTION 8. ADJUSTMENT TO INVESTMENT INCOME OF INSURANCE 
COMPANIES OTHER THAN LIFE 


Subsection (a) of section 3 contains amendments to part IT of sub- 
chapter L of chapter 1 of the Internal Revenue Code of 1954 (relating 
to mutual insurance companies other than life). These amendments 
conform the investment income which is used as a tax base in the 
case of these mutual insurance companies to the revised concept of 
investment income which will apply to life insurance companies under 
the new part I. The principal changes are the inclusion of royalties, 
and the income from a trade or business other than the insurance 
business together with the deductions attributable thereto. No 
change is made in the availability of the deduction for dividends 
received. 

Subsection (b) of section 3 contains amendments to part III of sub- 
chapter L (relating to stock insurance companies other than life). 
Since these companies are, in effect, taxed on the regular corporate 
basis, no change was necessary in the definition of their investment 
income. However, technical amendments were made to permit 
them to take a deduction for depletion (which was not specifically 
allowed by the Internal Revenue Code of 1954), to correct the special 
capital loss deduction provisions, and to correct a cross reference to 
the definition of life insurance reserves. 


SECTION 4. ANNUAL ACCOUNTING PERIOD OF INSURANCE COMPANIES 
TO BE A CALENDAR YEAR 


This section adds section 843 to part IV of subchapter L of chapter 1 
of the Internal Revenue Code of 1954. Section 843 provides that for 
the purposes of subtitle A of the Internal Revenue Code of 1954 the 
annual accounting period for each insurance company subject to a 
tax imposed by subchapter L shall be the calendar year. 


SECTION 5. TECHNICAL AMENDMENTS 


This section makes certain technical amendments to provisions of 
the Internal Revenue Code of 1954 outside of the first three parts of 
subchapter L to conform those provisions to the changes in subchapter 
L made by sections 2 and 3 of the bill. 

Paragraph (2) of this section amends paragraph (16) of section 
501 (c) of the Internal Revenue Code, which provides an exemption 
from tax for certain small, mutual insurance companies and associa- 
tions. Under present law, such a company or association is exempt 
if the gross amount received during the taxable year from interest, 
dividends, rents, and premiums (including deposits and assessments) 





f 
t 








rnal 


due- 
4, 


NCE 


sub- 
ting 
ents 
the 
it of 
der 
ties, 
rice 

No 


ends 


sub- 
ife), 
rate 
nent 
rmit 
rally 
acial 
e to 


is of 
ts of 
pter 


tion 
tion 
oc la- 
mpt 
rest, 
nts) 





TAXATION OF INSURANCE COMPANY INCOME 19 
does not exceed $75,000. Under the amendment, the broader concept 
of the gross investment income contained in the bill is substituted for 
interest, dividends, and rents. 


SECTION 6. EFFECTIVE DATE 


Section 6 provides that the amendments made by the bill shall spply 
only to taxable years beginning after December 31, 1954. 


CHANGES IN EXISTING LAW 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as intro- 
duced, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Internal Revenue Code 
CHAPTER 1—NORMAL TAXES AND SURTAXES 


* * a * + @ 


SEC. 316, DIVIDEND DEFINED. 
(a) GENERAL Rvute.—* * * 
* * . 2 * * * 
(b) Specran RuLes.— 
(1) CERTAIN INSURANCE COMPANY DIVIDENDs.—The definition in subsec- 
tion (a) shall not apply to the term ‘‘dividend”’ as used in [sections 803 (e), 
821 (a) (2), 823 (2), and 832 (c) (11) (where the reference is to dividends of 
insurance companies paid to policyholders) ] subchapter L in any case where 
the reference is to dividends of insurance companies paid to policyholders as such. 
+ * * * * *“ * 


SEC. 501. EXEMPTION FROM TAX ON CORPORATIONS, CERTAIN TRUSTS, ETC. 
(a) Exemption From Taxation. * * * 
*~ - * * * e 
(c) List or Exempr OrGanizatTions.— The following organizations are referred 
to in subsection (a): 
(1) * * * 
* * ” * rs * © 


(15) Mutual insurance companies or associations other than life or 
marine (including interinsurers and reciprocal underwriters) if the gross 
amount received during the taxable year from [interest, dividends, a 
the items described in section 822 (b) (other than paragraph (1) (D) thereof) an 
premiums (including deposits and assessments) does not exceed $75,000. 

* * « a * * a 


SEC. 59. ALTERNATIVE TAX FOR MUTUAL SAVINGS BANKS CONDUCTING LIFE INSUR- 
ANCE BUSINESS. 

(a) AuTERNATIVE Tax.—In the case of a mutual savings bank not having capi- 
tal stock represented by shares, authorized under State law to engage in the busi- 
ness of issuing life insurance contracts, and which conducts a life insurance busi- 
ness in a separate department the accounts of which are maintained separately 
from the other accounts of the mutual savings bank, there shall be imposed in lieu 
of the taxes imposed by section 11 or section 1201 (a), a tax consisting of the sum 
of the partial taxes determined under paragraphs (1) and (2): 

(1) * * * 

(2) a partial tax computed on [the taxable income (as defined in section 
803) J the income of the life insurance department determined without regard 
to any items of gross income or deductions not properly allocable to such 
department, at the rates and in the manner provided in subchapter L (sec. 
801 and following) with respect to life insurance companies. 

* * * * * * * 
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Subchapter L—Insurance Companies 


Part _I. Life insurance com 

Part II. Mutual insurance companies (other than life or marine or fire insurance com- 
panies issuing perpetual policies). 

Part III. Other insurance companies, 

Part LV. Provisions of general application. 


CPART I—LIFE INSURANCE COMPANIES 


See. 801. Definition of life insurance company. 
Sec. 802. Imposition of tax. . 
Sec. 803. Other definitions and rules. 
Sec. 804. Reserve and other policy liability.deduction. 
Sec. 805. 1954 life insurance company taxable income. 
Sec. 806. Adjustment for certain reserves. 
Sec. 807. Foreign life insurance companies. 
{SEC. 801. DEFINITION OF LIFE INSURANCE COMPANY 

[For purposes of this subtitle, the term “‘life insurance company” means an 
insurance company which is engaged in the business of issuing life insurance and 
annuity contracts (either separately or combined with health and accident insur- 
ance), or noncancellable contracts of health and accident insurance, if its life insur- 
ance reserves (as defined in section 803 (b)), plus unearned premiums and unpaid 
losses on noncancellable life, health, or accident policies not included in life insur- 
ance reserves, comprise more than 50 percent of its total reserves. For purposes 
of this section, the term ‘‘total reserves’? means life insurance reserves, unearned 
premiums and unpaid losses not ineluded in life insurance reserves, and all other 
insurance reserves required by law. A burial or funeral benefit insurance company 
engaged directly in the manufacture of funeral supplies or the performance of 
funeral services shall not be taxable under,section 802 but shall be taxable under 
section 821 or section 831. 

[SEC. 802. IMPOSITION OF TAX. 

[(a) In Generat.—Except as otherwise provided in subsection (b), there shall 
be imposed for each taxable year on the life insurance company taxable income 
of every life insurance company a tax consisting of a normal tax and a surtax 
computed as provided in section 11. For purposes of such tax, the term “‘ife 
insurance company taxable income” means the taxable income (as defined in 
section 803 (g)) minus the reserve and other policy liability deduction provided 
in section 804 and plus the amount of the adjustment for certain reserves provided 
in section 806. For purposes of the surtax, such taxable income shall be computed 
without regard to the deduction provided in section 242 for partially tax-exempt 
interest. 

((b) Taxasie Years Bearmnntne mx 1954.—In lieu of the tax imposed by 
subsection (a) there shall be imposed, for taxable years beginning in 1954, on the 
1954 life insurance company taxable income (as defined in section 805) of every 
life insurance company a tax equal to the sum of the following: 

(1) 334 percent of the amount thereof not in excess of $200,000, plus 
(2) 6% pereent of the amount thereof in excess of $200,000. 
[SEC. 803. OTHER DEFINITIONS AND RULES, 

[(a) AppticaTion oF Section; Gross [ncomE.— 

[(1) Appiication.—The definitions and rules contained in this section 
shall apply only in the case of life insurance companies. 

[(2) Gross rncome.—The term “gross income” means the gross amount 
of income received or accrued during the taxable year from interest, divi- 
dends, and rents. 

[(b) Lire Insurance Reserves.—The term “life insurance reserves’’ means 
amounts which are computed or estimated on the basis of recognized mortality 
or morbidity tables and assumed rates of interest, and which are set aside to 
mature or liquidate, either by payment or reinsurance, future unacerued claims 
arising from life insurance, annuity, and noneancellable health and accident 
insurance contracts (including life insurance or annuity contracts combined with 
noncancellable health and accident insurance) involving, at the time with respect 
to which the reserve is computed, life, health, or accident contingencies. Such 
life insurance reserves, except in the case of policies covering life, health, and 
accident insurance combined in one policy issued on the weekly premium payment 
plan, continuing for life and not subject to cancellation and except as hereinafter 

rovided in the case of assessment life insurance, must also be required by law 
n the case of an assessment life insurance company or association, the term 
“life insurance reserves’’ includes sums actually deposited by such company or 
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association with State or Territorial officers pursuant to law as guaranty or 
reserve funds, and any funds maintained, under the charter or articles of incorpo- 
ration or association (or bylaws approved by a State insurance commissioner) of 
such company or association, exclusively for the payment of claims arising under 
certificates of membership or policies issued on the assessment p!an and not subject 
to any other use. 

{(c) Apvsustep ReEsErves.—The term “adjusted reserves” means life insurance 
reserves plus 7 percent of that portion of such reserves as are computed on a 
preliminary term basis. 

{(d) Reserve Earnincs Ratre.—The term “reserve earnings rate’? means a 
rate computed by adding 2.1125 percent (65 percent of 334 percent) to 35 percent 
of the average rate of interest assumed in computing life insurance reserves. 
Such average rate shall be calculated by multiplying each assumed rate of interest 
by the means of the amounts of the adjusted reserves computed at that rate at 
the beginning and end of the taxable year and dividing the sum of the products 
by the mean of the total adjusted reserves at the beginning and end of the taxable 

ear. 
, {(e) Reserve ror Dererrep Divipenps.—The term “reserve for deferred 
dividends’? means sums held at the end of the taxable year as a reserve for divi- 
dends (other than dividends payable during the year following the taxable year) 
the payment of which is deferred for a period of not less than 5 years from the 
date of the policy contract. 

{(f) Inrerest Patp.—The term “interest paid’? means— 

[(1) All interest paid or accrued within the taxable year on indebtedness, 
except on indebtedness incurred or continued to purchase or carry obligations 
(other than obligations of the United States issued after September 24, 1917, 
and originally subseribed for by the taxpayer) the interest upon which is 
wholly exempt from taxation under this chapter, and 

({(2) All amounts in the nature of interest, whether or not guaranteed, paid 
or accrued within the taxable year on insurance or annuity contracts (or con- 
tracts arising out of insurance or annuity contracts) which do not involve, at 
the time of payment or accrual, life, health, or accident contingencies. 

E(z) Taxas_e INcome.—The term “taxable income’? means the gross income 
less the following deductions: 

[(1) Tax-rree inrerest.—The amount of interest received or accrued 
during the taxable year which under section 103 is excluded from gross 
income. 

{(2) INVEsTMENT EXPENSES.—Investment expenses paid or incurred during 
the taxable year. If any general expenses are in part assigned to or included 
in the investment expenses, the total deduction under this paragraph shall 
not exceed one-fourth of 1 percent of the mean of the book value of the 
invested assets held at the beginning and end of the taxable year plus one- 
fourth of the amount by which taxable income (computed without any deduc- 
tion for investment expenses allowed by this paragraph, for tax-free interest 
allowed by paragraph (1), or for partially tax-exempt interest and dividends 
received allowed by paragraph (5)) exceeds 3% percent of the book value of 
the mean of the invested assets held at the beginning and end of the taxable 
year. 

{£(3) Rea EsraTe EXPENSES.—Taxes and other expenses paid or accrued 
during the taxable year exclusively on or with respect to the real estate owned 
by the company, not including taxes assessed against local benefits of a kind 
tending to increase the value of the property assessed, and not including any 
amount paid out for new buildings, or for permanent improvements or better- 
ments made to increase the value of any property. The deduction allowed 
by this paragraph shall be allowed in the case of taxes imposed on a share- 
holder of a company on his interest as shareholder, which are paid or accrued 
by the company without reimbursement from the shareholder, but in such 
cases no deduction shall be allowed the shareholder for the amount of such 
taxes. 

(4) Depreciation.—The depreciation deduction allowed by section 167. 
(5) SpectaL pepuctTioNs.—The special deductions allowed by part VIII 
of subchapter B (except section 248). 

C(h) Renrau Vatvue or Reat Estatre.—The deduction under subsection (g) 
(3) and (4) on account of any real estate owned and occupied in whole or in part 
by a life insurance company shall be limited to an amount which bears the same 
ratio to such deduction (computed without regard to this subsection) as the rental 
value of the space not so occupied bears to the rental value of the entire property. 
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C(i) AMortizaTIon oF Premium anv Accruat oF Discount.—The gross 
income, the deduction provided in subsection (g) (1), and the deduction allowed 
by section 242 (relating to partially tax-exempt interest) shall each be decreased 
to reflect the appropriate amortization of premium and increased to reflect the 
appropriate accrual of discount attributable to the taxable year on bonds, notes, 
debentures, or other evidences of indebtedness held by a life insurance company. 
Such amortization and accrual shall be determined— 

C(1) in accordance with the method regularly employed by such company, 
if such method is reasonable, and 

[(2) in all other cases, in accordance with regulations prescribed by the 
Secretary or his delegate. 

[(j) Dovs.e Depuctions.—Nothing in this part shall permit the same item 
to be deducted more than once 
[SEC. 804. RESERVE AND OTHER POLICY LIABILITY DEDUCTION. 

(a) In GeENERAL.—For purposes of this subpart, the term ‘reserve and other 
policy liability deduction” means an amount computed by multiplving the tax- 
able income by a figure, to be determined and proclaimed by the Secretary or 
his delegate for each taxable year. This figure shall be based on such data with 
respect to life insurance companies for the preceding taxable year as the Secretary 
or his delegate considers representative and shall be computed in accordance with 
the following formula: The ratio which a numerator comprised of the aggregate 
of the sums of— 

(1) 2 percent of the reserves for deferred dividends, 
(2) interest paid, and 
(3) the product of — 
[(A) the mean of the adjusted reserves at the beginning and end of 
the taxable year and 
({(B) the reserve earnings rate, 
bears to a denominator comprised of the aggregate of the excess of taxable incomes 
(computed without any deduction for tax-free interest, partially tax-exempt inter- 
est, or dividends received) over the adjustment for certain reserves provided in 
section 806. 

[(b) Surrax Comrvration.—In determining the life insurance company tax- 
able income for purposes of the surtax, the taxable income to be multiplied by 
the figure determined and proclaimed under subsection (a) shall be computed 
without regard to the deduction provided in section 242 for partially tax-exempt 
interest. 

(SEC. 805. 1954 LIFE INSURANCE COMPANY TAXABLE INCOME, 

{(a) Derinrrion.—For purposes of section 802 (b), the term “1954 life insur- 
ance company taxable income” means the taxable income (as defined in section 
803 (g)), plus 8 times the amount of the adjustment for certain reserves provided 
in section 806, and minus the reserve interest credit, if any, provided in sub- 
section (b) of this section. 

{(b) Reserve Interest Creprr.—For purposes of subsection (a), the reserve 
interest credit shall be an amount determined as follows: 

{(1) Divide the amount of the adjusted taxable income (as defined in 
subsection (¢)) by the amount of the required interest (as defined in sub- 
section (d)). 

(2) If the quotient obtained in paragraph (1) is 1.05 or more, the reserve 
interest credit shall be zero. 

(3) If the quotient obtained in paragraph (1) is 1.00 or less, the reserve 
interest credit shall be an amount equal to 5U percent of the taxable income. 

[(4) If the quotient obtained in paragraph (1) is more than 1.00 but less 
than 1.05, the reserve interest credit shall be the amount obtained by multi- 
plying the taxable income by 10 times the difference between the figures 1.05 
and such quotient. 

{(c) Apjustrep TaxasLe Income.—For purposes of subsection (b) (1), the 
term “adjusted taxable income” means the taxable income (computed without the 
deductions provided in section 803 (g) (1) or (5)) minus 50 percent of the amount 
of the adjustment for certain reserves provided in section 806. 

{(d) Requirep InrEerREst.—For purposes of subsection (b) (1), the term “re- 
quired interest’ means the total of— 

[(1) the sum of the amounts obtained by multiplying— 

[(A) each rate of interest assumed in computing the taxpayer’s life 
insurance reserves by 
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({(B) the means of the amounts of the taxpayer’s adjusted reserves 
computed at that rate at the beginning and end of the taxable year, 
(2) 2 percent of the reserve for deferred dividends, and 
(3) interest paid. 
{SEC. 806. ADJUSTMENT FOR CERTAIN RESERVES 

[in the case of a life insurance company writing contracts other than life 
insurance or annuity contracts (either separately or combined with noncancellable 
health and accident insurance), the term “adjustment for certain reserves’ 
means an amount equal to 344 percent of the unearned premiums and unpaid 
losses on such other contracts which are not included in life insurance reserves (as 
defined in section 803 (b)). For purposes of this section, such unearned premiums 
shall not be considered to be less than 25 percent of the net premiums written 
during the taxable year on such other contracts. 

[SEC. 807. FOREIGN LIFE INSURANCE COMPANIES, 

[(a) Carrying oN Untrep Srates Insurance Bustness.—A_ foreign life 
insurance company carrying on a life insurance business within the United States, 
if with respect to its United States business it would qualify as a life insurance 
company under section 801, shall be taxable in the same manner as a domestic 
life insurance company; except that the determinations necessary for purposes of 
this subtitle shall be made on the basis of the income, disbursements, assets, and 
liabilities reported in the annual statement for the taxable year of the United 
States business of such company on the form approved for life insurance companies 
by the National Association of Insurance Commissioners. 

[(b) No Untrep States Insurance Bustness.—Foreign life insurance 
companies not carrying on an insurance business within the United States shall 
not be taxable under this section but shall be taxable as other foreign corporations. J 


PART I—LIFE INSURANCE COMPANIES 


Subpart A. 1966 formula. 
Subpart B, 1942 formula. 
Subpart C. Miscellaneous provisions. 


Subpart A—1955 Formula 


Sec. 801. Definition of life insurance company. 

Sec. 802. Tax imposed for 1955. 

Sec. 808. Income and deductions. 

Sec. 804. Reserve and other policy liability deduction. 
Sec. 805. Special interest deduction. 


SEC. 801. DEFINITION OF LIFE INSURANCE COMPANY. 

(a) Lire Insurance Company Derinep.—For purposes of this subtitle, the 
term “‘life insurance company”? means an insurance company which is engaged in 
the business of issuing life insurance and annuity contracts (either separately or 
combined with health and accident insurance), or noncancellable contracts of health 
and accident insurance, if— 

(1) its life insurance reserves (as defined in subsection (b)), plus 
(2) unearned premiums and unpaid losses on noncancellable life, health, or 
accident policies not included in life insurance reserves, 
comprise more than 50 percent of its total reserves (as defined in subsection (c)). 

(b) Lire Insvrance Reserves Derined.— 

(1) In GENERAL.—For purposes of this part, the term “life insurance reserves” 
means amounts— 

(A) which are computed or estimated on the basis of recognized mortality 
or morbidity tables and assumed rates of interest, and 

(B) which are set aside to mature or liquidate, either by payment or 
reinsurance, future unaccrued claims arising from life insurance, annuity, 
and noncancellable health and accident insurance contracts (including life 
insurance or annuity contracts combined with noncancellable health and acci- 
dent insurance) involving, at the time with respect to which the reserve is 
computed, life, health, or accident contingencies. 

(2) RESERVES MUST BE REQUIRED BY Law.—Excepit— 

(A) in the case of policies covering life, health, and accident insurance 
combined in one policy issued on the weekly premium payment plan, 
continuing for life and not subject to cancellation, and 

(B) as provided in paragraph (8), 

in addition to the requirements set forth in paragraph (1), life insurance reserves 
must be required by law. 
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(8) AssEssMENT compaNnies.—In the case of an assessment life insurance 
company or association, the term “life insurance reserves"’ includes— 
(A) sums actually deposited by such company or association with State 
or Territorial officers pursuant to law as guaranty or reserve funds, and 
(B) any funds maintained, under the charter or articles of incorporation 
or association (or bylaws approved by a State insurance commissioner) of 
such company or association, exclusively for the payment of claims arising 
under certificates of membership or policies issued on the asscssment plan 
and not subject to any other use. 

(4) Amounr or rEsERVE.—For purposes of this subsection and subsection (c), 
the amount of any reserve (or portion thereof) for any tazable year shall be the 
mean of such reserve (or portion thereof) at the beginning and end of the taxable 

ear. 

(or ToraL Reserves Derinep.—For purposes of subsection (a), the term “total 
reserves’? means— 

(1) life insurance reserves, 

(2) unearned premiums and unpaid losses not included in life insurance 
reserves, and 

(3) all other insurance reserves required by law. 

(d) Apsusrmenrs in Reserves FoR Poticy Loans.—For purposes only of 
determining under subsection (a) whether or not an insurance company is a life in- 
surance company, the life insurance reserves, and the total reserves, shall each be 
reduced by an amount equal to the mean of the aggregates, at the beginning and end of 
the taxable year, of the policy loans outstanding with respect to contracts for which 
life insurance reserves are muintained. 

(e) Bortat anp Funerat Benerit Inscrance Companizs.—A_ burial or 
funeral benefit insurance company engaged directly in the manufacture of funeral 
supplies or the performance of funeral services shall not be taxable under this part 
but shall be taxable under section 821 or section 831. 

SEC. 802. TAX IMPOSED FOR 1955. 

(a) Tax Imposep.—A tax is hereby imposed for each taxable year beginning in 
1955 on the income of every life insurance company. Except as provided in sub- 
section (c), such tax shall consist of a normal tax (computed under section 11 (b)) 
and a surtax (computed under section 11 (c)) on the sum of— 

(1) the life insurance taxable income (as defined in subsection (b)), plus 

(2) the non-life insurance taxable income (as defined in subsection (f)). 

(b) Lire Inscvrance Taxasre Income Derinev.—For purposes of this subpart, 
the term “life insurance taxable income” means the net investment income (as defined 
in section 808 (c)), minus the sum of— 

(1) the net investment income allocable to non-life insurance reserves (deter- 
mined under section 804 (g) ), 

(2) the reserve and other policy liability deduction (determined under section 
804), and 

(3) the spectal interest deduction, if any, allowed by section 805. 

(c) AtrernaTive Tax 1n THE Case or Companies Havina Non-Lire Insvr- 
ANCE RESERVES.— 

(1) In Generat.-—In the case of a life insurance company which has non- 
life insurance reserves, the tax imposed by subsection (a) of this section for any 
taxable year beginning in 1955 shall be the tax computed under such subsection 
(or under section 1201 (a) if applicable) or the tax computed under paragraph 
(2) of this subsection, whichever is the greater. 

(2) ALTERNATIVE 1 PERCENT TAX ON NON-LIFE INSURANCE BUSINESS.— 
The tax referred to in paragraph (1) is a tax equal to the sum of the following: 

(A) A partial tax consisting of a normal tax (computed under section 
11 (b)) and a surtaxr (computed under section 11 (c)) on the life insurance 
taxable income. 

(B) A partial tax consisting of— 

(7) 1 percent of the amount which bears the same ratio to the gross 
envestment income (reduced by the deduction for wholly-erempt interest 
allowed by section 803 (c) (1)) as the non-life insurance reserves bear 
to the qualified reserves (determined under section 804 (d)), plus 

(ii) 1 percent of the excess of the amount by which the net premiums 
on contracts meeting the requirements of section 804 (g) (2) (A) exceed 
the dimdends to policyholders on such contracts. For purposes of this 
clause, net premiums, and dividends to policyholders, shall be omputed 
in the manner provided in section 823. 
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(d) Depvcrions ror Parrratty Tax-Exempt Inrerest.— 

(1) Compurations UNDER sUBSECTION (a).—For purposes of computing the 
normal tax under subsection (a), there shall be allowed as a deduction an amount 
which bears the same ratio to the amount of the deduction provided by section 242 
for partially tax-exempt interest as (A) the sum of the life insurance taxable 
income and the net investment income allocable to non-life insurance reserves 
bears to (B) the net investment income. 

(2) Compcrarions UNDER suBSEcTION (c) (2) (A).—In computing the nor- 
mal tax for purposes of subsection (c) (2) (A), there shall be allowed as a deduction 
an amount which bears the same ratio to the amount of the deduction provided by 
section 242 for partially. tar-exempt.interest as (A) the life insurance taxable 
income bears to (B) the net investment income. 

(e) Arrernative Tax on Capirat Gatns.—lIn the case of alife insurance com- 
pany which has non-life insurance reserves, the term “excess’’ used in section 1201 (a) 
(relating to alternative tax on capital gains of corporations) means, for purposes of 
section 1201 (a), an amount which bears the same ratio to the ercess described in such 
section as the non-life insurance reserves (determined under section 804 (g)) bear to the 
qualified reserves (determined under section 804 (d)). For purposes of any such com- 
putation, a net capital loss for any tazable year beginning before January 1, 1955, shall 
not be taken into account. 

(f) Non-Lire Insurance Taxaste Income Derinev.—For purposes of this 
subpart, the term “non-life insurance taxable income” means the net investment income 
allocable to non-life insurance reserves (determined under section 804 (g))— 

(1) increased by an amount which bears the same ratio to the net capital gain 
as the non-life insurance reserves bear to the qualified reserves; and 

(2) decreased by an amount which bears the same ratio to the total of the 
deductions provided in sections 243, 244, and 245 as the non-life insurance reserves 
bear to the qualified reserves. 

In computing a net capital gain for purposes of this paragraph, a net capital loss for 
any taxable year beginning before January 1, 1955, shall not be taken into account. 
SEC. 803. INCOME AND DEDUCTIONS. 


(a) AppLicaTion or Secrion.—The definitions and rules contained in this sec- 
tion shall apply only in the case of life insurance companies. 

(b) Gross Investuenr Income.—For purposes of this part, the term “gross 
investment income’’ means the sum of the following: 

(1) The gross amount of income received or accrued from— 

(A) interest, dividends, rents, and royalties, 

(B) the entering into of any lease, mortgage, or other instrument or agree- 
ment from which the life insurance company derives interest, rents, or royal- 
ties, and 

(C) the alteration or termination of any instrument or agreement 
described in subparagraph (B). 

(2) The gross income from any trade or business (other than an insurance 
business) carried on by the life insurance company, or by a partnership of which 
the life insurance company is a partner. In computing gross income under 
this paragraph, there shall be excluded any item described in paragraph (1). 

In computing gross investment income under this subsection, there shall be excluded 
any gain from the sale or exchange of a capital asset, and any gain considered as 
gain from the sale or exchange of a capital asset. 

(c) Ner Investment Income Derinev.—The term “net investment income’’ 
means the gross investment income less the follorving deductions: 

(1) Tax-FREE tNTEREST.—The amount of interest received or accrued dur- 
ing the taxable year which under section 103 is excluded from gross income. 

(2) INVESTMENT EXPENSES.— 

(A) Investment expenses paid or accrued during the taxable year. 

(B) If any general expenses are in part assigned to or included in the 
investment expenses, the total deduction under this paragraph shall not 
exceed—- 

(t) one-fourth of 1 percent of the mean of the book value of the in- 
vested assets held at the beginning and end of the taxable year, plus 

(zi) one-fourth of the amount by which the net investment income 
(computed without any deduction for investment expenses allowed 
by this paragraph, or for tax-free interest allowed by paragraph (1)) 
exceeds 3% percent of the book value of the mean of the invested assets 
held at the beginning and end of the taxable year. 
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(8) Reat esrare expenses.—Tazes (as provided in section 164), and other 
expenses, paid or accrued during the taxable year exclusively on or with respect 
to the real estate owned by the company. No deduction shall be allowed under 
this paragraph for any amount paid out for new buildings, or for permanent 
improvements or betterments made to increase the value of any property. 

4) Depreciation.— The depreciation deduction allowed by section 167, 

(5) DepLetion.— The deduction allowed by section 611 (relating to depletion). 

(6) TRADE OR BUSINESS DEDUCTIONS.— The deductions allowed by this sub- 
title (without regard to this part) which are aitributable to any trade or business 
(other than an insurance business) carried on by the life insurance company, or 
by a partnership of which the life insurance company is @ partner; except that 
for purposes of this paragraph— 

(A) There shall be excluded losses from— 
(¢) sales or exchanges of capital assets, 
(tz) sales or exchanges of property used in the trade or business (as 
defined in section 1231 (b)), i 
(itz) the compulsory or involuntary conversion (as a result of destruc- 
tion, in whole or in part, theft or seizure, or an exercise of the power 
of requisition or condemnation or the threat or imminence thereof) of 
property used in the trade or business (as so defined). 
(B) Any item, to the extent attributable to the carrying on of the insurance 
business, shall not be taken into account. 
(C) The deduction for net operating losses provided in section 172, and 
the special deductions for corporations provided in part VIII of subchapter 
B, shall not be allowed. 

(dq) Renrat Vatve or Rear Estare.— The deduction under subsection (c) (3) 
and (4) on account of any real estate owned and occupied in whole or in part by a 
life insurance company shall be limited to an amount which bears the same ratio to 
such deduction (computed without regard to this subsection) as the rental value of 
the space not so occupied bears to the rental value of the entire property. 

(e) AmorTiZATION OF Premium AND Accrual or Discounr.— The gross invesi- 
ment income, the deduction for wholly-erempt interest allowed by subsection (c) (1), 
and the deduction allowed by section 242 (relating to partially tax-exempt interest) 
shall each be decreased to reflect the appropriate amortization of premium and increased 
to reflect the appropriate accrual of discount attributable to the taxable year on bonds, 
notes, debentures, or other evidences of indebtedness held by a life insurance company. 
Such amortization and accrual shall be determined— 

(1) in accordance with the method regularly employed by such company, if 
such method ts reasonable, and 

(2) in all other cases, in accordance with regulations prescribed by the Secretary 
or his delegate. 

SEC. 804. RESERVE AND OTHER POLICY LIABILITY DEDUCTION. 

(a) Generat Rurz.—Except as provided in subsections (b) and (c), for purposes 
of this subpari the term “reserve and other policy liability deduction’’ means the sum 
of the following: 

(1) 100 percent of the amount of the net investment income allocable to pension 
plan reserves (determined under subsection (e)); 

(2) 95 percent of the amount of the net investment income allocable to reserves 
for annuity contracts and deposits (determined under subsection (f)); and 

(3) 85 percent of the amount by which the net investment income exceeds the 
sum of— 

NTA) the amount of the net investment income allocable to pension plan 
reserves, 

(B) the amount of the net investment income allocable to reserves for 
annuity contracts and deposils, and 

(C) the amount of the net investment income allocable to non-life insur 
ance reserves (determined under subsection (g)). 

(b) Repucep Percenraces Dorine Initiat Periop.—lIn the case of a tazable 
year beginning before January 1, 1960, the reserve and other policy liability deduc- 
tion shall be computed by substituting for the percentages staled in paragraphs (1) 
and (2) of subsection (a) the percentages determined from the following table: 
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The percentage shall 
be— 


if the taxable year begins in— 





Paragraph | Paragraph 
(1) (2) 





Percent Perceni 
92.6 
94 91 
95.6 92 
4 98 
98.5 9% 














In the case of a taxable year beginning in 1956, 1957, 1958, or 1959, this subsection 
shall apply only if the tax imposed by section 802 shall have been made applicable with 
respect to such a taxable year. 

(c) Maximom Depucrion.— 

(1) In GeneRaL.—The reserve and other policy liability deduction shall in 
no case exceed that amount which is equal to the sum of the following: 

(A) the amount equal to 2 times the amount determined under paragraph 
(1) of section 805 (c) (relating to required interest on life insurance reserves); 

(B) the amount determined under paragraph (2) | section 805 (c) 
(relating to required interest on reserves for deferred dividends) ; 

(C) the amount of the interest paid (as defined in section 805 (d)); and 

(D) the dividends to policyholders paid or declared (other than dividends 
on contracts meeting the requirements of section 804 (g) (2) (A)), 

reduced by the amount of the adjustment for policy loans provided in paragraph 
(2) of this subsection. For purposes of subparagraph (D) of the preceding 
sentence, the term ‘‘paid or declared’’ shall be construed according to the method 
of accounting regularly employed in keeping the books of the insurance company. 

(2) RepvucTion FOR CERTAIN POLICY LoANS.—The adjustment described in 
paragraph (1) of this subsection shall be an amount equal to— 

(A) the mean of the aggregates, at the beginning and end of the taxable 
year, of the outstanding policy loans with respect to contracts for which 
ife insurance reserves are maintained, multiplied by 

(B) the average rate of interest applicable to life insurance reserves. 

For purposes of subparagraph (B) of the preceding sentence, the term ‘‘average 
rate of interest applicable to life insurance reserves’? means the ratio obtained 
by dividing the sum obtained under paragraph (1) of section 805 (c) by the 
sum of the means described in paragraph (1) (B) of section 805 (ce). 
(d) OQuatiriep Reserves Derinen.—For purposes of this subpart, the term 
“qualified reserves’ means the sum of the following: 

(1) The life insurance reserves (as defined in section 801 (b)), plus 7 percent of 
that portion of such reserves as are computed on a preliminary term basis. 

(2) The non-life insurance reserves (as defined in subsection (g) (2)). 

(3) The amounts (discounted at the rates of interest assumed by the company) 
necessary to satisfy the obligations under insurance and annuity contracts 
(including contracts supplementary thereto), but only if (A) such obligations 
when satisfied will reflect an increment in the nature of interest, and (B) such 
obligations do not involve (at the time with respect to which the computation is 
made under this paragraph) life, health, or accident contingencies. 

(4) The amounts held at the end of the taxable year as reserves for dividends to 
policyholders, the payment of which dividends 1s deferred for a period which 
expires not earlier than 5 years from the date of the policy contract. This para- 
graph does not apply to dividends payable during the year following the tazable 

ear. 
: (5) Dividend accumulations, and other amounts, held at interest in connection 
with insurance or annuity contracts (including contracts supplementary thereto). 

(6) Premiums received in advance, and liabilities for premium deposit funds. 

In applying this subsection, or in applying subsection (a), the same ttem shall be 
counted only once. For purposes of this section (other than paragraph (4) of this 
subsection), the amount of any reserve (or portion thereof) for any taxable year shall 


be the mean of such reserve (or portion thereof) at the beginning and end of the taxable 
year, 
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(e) AzttocaTion or Ner Investment Income To Pension Pitan Reserves.— 

(1) AxbLocarion RaTIO.—For purposes of this subpart, the amount of the net 
investment income allocable to pension plan reserves 1s that amount which bears 
the same ratio to— 

(A) the net investment income, as 

(B) the amount of such reserves bears to the mean (as of the beginning 
and end of the taxable year) of the book value of all the assets, other than real 
property occupied by the insurance company and furniture, fixtures, and 
equipment (to the extent such real or personal property is used in carrying 
on the insurance business). 

(2) PENSION PLAN RESERVES DEFINED.—For purposes of this section, the 
term “pension plan reserves’? means that portion of the qualified reserves (other 
than items described in paragraph (2), (4), (6), or (6) of subsection (d)) which 
is allocable to contracts— 

(A) purchased under contracts entered into with trusts which (as of the 
time the contracts were entered into) were deemed to be (i) trusts described 
in section 401 (a) and erempt from tax under section 501 (a), or (ii) trusts 
exempt from tax under section 165 of the Internal Revenue Code of 1939 or 
the corresponding provisions of prior revenue laws; 

(B) purchased under contracts entered into under plans which (as of the 
time the contracts were entered into) were deemed to be plans meeting the 
requirements of section 401 (a) (3), (4), (5), and (6), or the requirements 
of section 165 (a) (8), (4), (5), and (6) of the Internal Revenue Code of 
1939; or 

(C) provided for employees of the life insurance company under a plan 
which, for the taxable year, meets the requirements of section 401 (a) (3), 
(4), (5), and (6). 

(f) Ner Invesruent Income ALLOcABLE TO Reserves ror Annurry Con- 


PRACTS AND Deposits.— 


(1) Attocarion RATI0.—For purposes of this subpart, the amount of the net 
investment income allocable to reserves for annuity contracts and deposzts is that 
amount which bears the same ratio to the net investment income as such reserves 
bear to the qualified reserves (as defined in subsection (d)). 

(2) RESERVES FOR ANNUITY CONTRACTS AND DEPOSITS.— 

(A) In GenERAL.—For purposes of this subpart, the amount of the 
reserves for annuily contracts and deposits is the sum of the following: 

(¢) that portion of the qualified reserves which is allocable to annuity 
contracts; and 
(ii) the amounts described in subsection (d) (5). 

(B) Cerrain IreMs ExcLUDED.—Any item which (but for this sub- 
paragraph) would be within the application of subparagraph (A) shall be 
excluded from such application— 

(i) if it is allocable to a pension plan reserve, 

(it) if it is an amount described in paragraph (2), (4), or (6) of 
subsection (d), or 

(iii) if it is allocable to a contract entered into before July 1, 1955, 
or to a contract the terms of which are dependent on terms of a contract 
entered into before July 1, 1955. This clause shall not apply if (as 
of July 1, 1955) such contract (or the predecessor contract in effect on 
such date) provided for participation in surplus earnings of the insur- 
ance company. 

(3) ANNUITY CONTRACT DEFINED.—For purposes of paragraph (2) (A) (1) 
the term “‘annuity contract’? means any agreement (whether arising under a 
life insurance, annuity, or endowment contract, or a contract supplementary 
thereto) if (as of the time the computation is being made under this subsection) — 

(A) such agreement provides for payments in installments and during 
the life of one or more annuitants or for a period certain; 

(B) in case any amount (other than dividends) is payable other than as 
described in subparagraph (A), the value of such amount, computed as of 
the earliest time when such amount (or any portion thereof) may become 
payable, cannot exceed the excess of (1) the sum of the consideration there- 
tofore paid for such agreement (or the amount otherwise invested in such 
agreement) plus accrued interest, over (ii) the aggregate of the amounts 
(other than dividends) theretofore received under such agreements; and 

(C) in the case of an agreement arising under a life insurance or endow- 
ment contract, or a contract supplementary thereto, payments described in 
subparagraph (A) have become due and payahie under such agreement. 
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(9) Nev Invesraenr’ Income Attocaste ro Non-Lire Insvrance Rz- 
8ERVES.— 

(1) AtLocarion RaTI0.— For purposes of this subpart, the net investment 
income allocable to non-life insurance reserves is that amount which bears the 
same ratio to the net investment income as such reserves bear to the qualified 
reserves. 

(2) Non-LIFE INSURANCE RESERVES DEFINED.—For purposes of this sub- 
part, the term ‘non-life insurance reserves’ means the sum of the unearned 
premiums and the unpaid losses (whether or not ascertained) — 

(A) on contracts other than life insurance, annuity, and noncancellable 
health and accident insurance contracts (including life insurance or annuity 
contracts combined with noncancellable health and accident insurance), and 

(B) which are not included in life insurance reserves (as defined in 
section 801 (b)). 

For purposes of this paragraph, such unearned premiums shall not be considered 
to be less than 25 percent of the net premiums written during the taxable year on 
such other contracts. 

(8) ADJUSTMENTS WITH RESPECT TO CERTAIN NON-LIFE INSURANCE CON- 
rractTs.— For purposes of this subpart, if— 

(A) any computation under this subpart is made by reference to a con- 
tract meeting the requirements of paragraph (2) (A) of this subsection, and 

(B) part of the reserves for such contract are = mmsurance reserves, 

then, under regulations prescribed by the Secretary or his delegate, proper adjust- 
ment shall be made in the amount taken into account with respect to such contract 
for purposes of such computation. 

SEC. 805. SPECIAL INTEREST DEDUCTION. 


(a) Specrat Inrgrest Depuction.—For purposes of the tax imposed by section 
802 (and the tax imposed by section 811), there shall be allowed a pont interest 
deduction determined as follows: 

(1) Divide the amount of the adjusted net investment income (as defined in 
subsection (b)) by the amount of the required interest (as defined in subsection (c)). 

(2) If the quotient obtained in paragraph (1) is 1.05 or more, the special 
interest deduction shall be zero. 

(3) If the quotient obtained in paragraph (1) is 1.00 or less, the special 
interest deduction shall be an amount equal to 50 percent of the amount by 
which— 

(A) the net investment income (reduced by the net investment income 
allocable to non-life insurance reserves), exceeds 
(B) the reserve and other policy liability deduction for the taxable year. 
(4) If the quotient obtained in paragraph (1) is more than 1.00 but less than 
1.05, the special interest deduction shall be the amount obtained by multiplying— 
(A) the amount by which (1%) the net investment income (reduced by the 
net investment income allocable to non-life insurance reserves) exceeds 
(ii) the reserve and other policy liability deduction for the taxable year, by 
(B) 10 times the difference between the figure 1.05 and the quotient 
obtained in paragraph (1). 
(6) Apsvstep Ner InvestmeNT Income.—For purposes of subsection (a) (1), 
the term “adjusted net investment income’? means— 

(1) the net investment income (computed without the deduction for wholly- 
exempt interest allowed by section 803 (c) (1)), minus 

(2) 50 percent of the net investment income allocable to non-life insurance 
reserves. 

(c) Requirep InrerEst.—For purposes of subsection (a) (1), the term “required 
interest’ means the total of — 

(1) the sum of the amounts obtained by multiplying— 

(A) each rate of interest assumed in computing the tarpayer’s life- 
insurance reserves, by 

(B) the means of the amounts of the taxpayer’s life-insurance reserves 
computed at such rate at the beginning and end of the tarable year, plus 
7? percent of the portion of such reserves at such rate as are computed on a 
preliminary term basis; 

(2) the sum of the amounts obtained by multiplying— 

(A) each rate of interest assumed in computing the taxpayer’s reserves 
for deferred dividends described in section 804 (d) (4), by 

(B) the means of the amounts of such reserves computed at such rate at 
the end of the taxable year; and 

(3) interest paid. 



























30 TAXATION OF INSURANCE COMPANY INCOME 





(d) Inreresr Patp.—For purposes of subsection (c) (8), the term “interest 
paid’’ means— 

(1) all interest paid or accrued within the taxable year on indebtedness, except 
on indebtedness incurred or continued to purchase or carry obligations (other than 
obligations of the United States issued after September 94, 1917, and originally 
subscribed for by the taxpayer) the interest on which is wholly exempt from taxation 
under this chapter; and 

(2) all amounts in the nature of interest, whether or not guaranteed, paid or 
accrued within the tazable year on insurance or annuily contracts (or contracts 
arising out of insurance or annuity contracts) which do not involve, at the time of 

payment or accrual, life, health, or accident contingencies. 


Subpart B—1942 Formula 


Sec. 811. Taz imposed. 
Sec. 812. Reserve and other policy liability deduction. 
Sec. 818. Adjustment for certain reserves. 


SEC. 811. TAX IMPOSED. 


(a) Tax Imposep.—A tax is hereby imposed, on the life insurance company 
taxable income of every life insurance company, for each taxable year beginning after 
December 31, 1955 (other than taxable years with respect to which a tax 1s imposed by 
seciton 802). Such tax shall consist of— 

(1) a normal tax on such income computed under section 11 (b), and 
(2) a surtax on such income computed under section 11 (c). 

(6) Lire Insurance Company Taxaste Income Derinev.—For purposes of 
this subpart, the term “life insurance company taxable income’’ means the net 
investment income (as defined in section 803 (c))— 

(1) minus the reserve and other policy liability deduction allowed by section 812, 
(2) minus the special interest deduction, if any, allowed by section 805, and 
‘ (3) plus the amount of the adjustment for certain reserves provided in section 
13. 
For purposes of the normal tax, the life insurance company tarable income shall be 
reduced by the deduction provided in section 242 for partially tax-exempt interest. 

(c) Rore ror Compurarion or Specitat Inrerest Devuction.—In computing 
the special interest deduction under section 805 in the case of any taxable year with 
respect to which a tax is imposed under this section, in lieu of the reduction for the net 
investment income allocable to non-life insurance reserves provided in paragraphs (3) 
(A) and (4) (A) of section 805 (a), and in paragraph (2) of section 805 (b), the net 
tnvestment income shall be reduced by an amount which equals the amount of the 
adjustment for certain reserves provided in section 813. 

SEC. 812. RESERVE AND OTHER POLICY LIABILITY DEDUCTION. 

(a) Genera Rote.—For purposes of this subpart, the term “reserve and other 
policy liability deduction’? means an amount computed by multiplying the net invest- 
ment income by a figure, to be determined and proclaimed by the Secretary or his dele- 
gate for each taxable year with respect to which a tax is imposed by section 811. This 
jigure shall be based on such data with respect to life insurance companies for the 
preceding taxable year as the Secretary or his delegate considers representative and 
shall be computed in accordance with the following formula: The ratio which a numera- 
tor comprised of the aggregate of the sums of— 

(1) 2 percent of the reserves for deferred dividends, 
(2) interest paid, and 
(3) the product of— 
(A) the mean of the adjusted reserves at the beginning and end of the 
taxable year, and 
(B) the reserve earnings rate, 
bears to a denominator comprised of the aggregate of the excess of net investment 
incomes (computed without the deduction for wholly-erempt interest allowed by section 
808 (c) (1)) over the adjustment for certain reserves provided in section 813. 
(b) Desreeere=Per purposes of subsection (a)— 
(1) RESERVES FOR DEFERRED DIVIDENDS.— The term “reserves for deferred 
dividends” has the same meaning as when used in section 804 (d) (4). 
(2) InreresT patp.—The term “interest paid’ has the meaning given to 
such term by section 805 (d). . 
(3) ApsusTED RESERVES.—The term “adjusted reserves’ means the life 
insurance reserves (as defined in section 801 (b)), plus 7 percent of that portion 
of such reserves as are computed on a preliminary term basis. 










TAXATION OF INSURANCE COMPANY INCOME 31 


(4) RESERVE EARNINGS RATE.—The term “reserve earnings rate’’ means a 
rate computed by adding 2.1125 percent (65 percent of 3% percent) to 35 per- 
cent of the average rate of interest assumed in computing life insurance reserves. 
Such average rate shall be calculated by multiplying each assumed rate of interest 
by the means of the amounts of the adjusted reserves computed at that rate at the 
beginning and end of the taxable year and dividing the sum of the products by 
the mean of the total adjusted reserves at the beginning and end of the taxable year. 

(ce) Maximum Depvcrion.—The reserve and other policy liability deduction 
allowed by subsection (a) of this section shall in no case exceed an amount equal to the 
amount which would be determined under subsection (c) of section 804 if such sub- 
section applied with respect to the taxable year. 

SEC. 813. ADJUSTMENT FOR CERTAIN RESERVES. 


In the case of a life insurance company writing contracts other than life insurance, 
annuity, and noncancellable health and accident insurance contracts (including life 
insurance or annutty contracts combined with noncancellable health and accident 
insurance), the term “adjustment for certain reserves’? means for purposes of this 
subpart, an amount equal to 3% percent of the unearned premiums and unpaid losses 
on such other contracts which are not included in life insurance reserves (as defined in 
seclion 801 (b)). For purposes of this section, such unearned premiums shall not be 
considered to be less than 25 percent of the net premiums written during the taxable 
year on such other contracts. 


Subpart C— Miscellaneous Provisions 


Sec, 816. Foreign life insurance companies. 
Sec, 817. Denial of double deductions. 


SEC, 816. FOREIGN LIFE INSURANCE COMPANIES. 

(a) Carryine on Unirep Srares Insurance Bustness.—A foreign life in- 
surance company carrying on a life insurance business.within the United States, if 
with respect to its United States business it would qualify as a life insurance company 
under section 801, shall be taxable in the same manner as a domestic life insurance 
company; except that the determinations necessary for purposes of this subtitle shall 
be made on the basis of the income, disbursements, assets, and liabilities reported in 
the annual statement for the taxable year of the United States business of such com- 
pany on the form approved for life insurance companies by the National Association 
of Insurance Commissioners. 

(b) No Unirep Srares Insvrance Buosiness.— Foreign life insurance com- 
panies not carrying on an insurance business within the United States shall not be 
tacable under this part but shall be taxable as other foreign corporations. 

SEC. 817. DENIAL OF DOUBLE DEDUCTIONS, 


Nothing in this part shall permit the same item to be deducted more than once. 


PART II—MUTUAL INSURANCE COMPANIES (OTHER THAN LIFE OR 
MARINE OR FIRE INSURANCE COMPANIES ISSUING PERPETUAL 
POLICIES) 


Sec. 821. Tax on mutual insurance companies (other than life or marine or fire insurance 
companies issuing perpetual policies) . 

Sec. 822. Determination of mutual] insurance company taxable income. 

Sec. 823. Other definitions. 


SEC, 821. TAX ON MUTUAL INSURANCE COMPANIES (OTHER THAN LIFE OR MARINE 
OR FIRE INSURANCE COMPANIES ISSUING PERPETUAL POLICIES). 


(a) Imposition oF Tax ON Mutuat Compantes Orner Tuan INTERIN- 
suRERS.—There shall be imposed for each taxable year on the income of every 
mutual insurance company (other than a life or a marine insurance company or 
a fire insurance company subject to the tax imposed by section 831 and other 
than an interinsurer or reciprocal underwriter) a tax computed under paragraph (1) 
or paragraph (2), whichever is the greater: 

(1) If the mutual insurance company taxable income (computed without 
regard to the deduction provided in section 242 for partially tax-exempt 
interest) is over $3,000, a tax computed as follows: 

(A) NorMAL TAX.— 
(i) TAXABLE YEARS BEGINNING BEFORE APRIL 1, 1955.-—In the case 
of taxable years beginning before April 1, 1955, a normal tax of 
30 percent of the mutual insurance company taxable income, or 
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60 percent of the amount by which such taxable income exceeds 
$3,000, whichever is the lesser; 

(ii) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1955.—In the 
ease of taxable years beginning after March 31, 1955, a normal 
tax of 25 percent of the mutual insurance company taxable income, 
or 50 percent of the amount by which such taxable income exceeds 
$3,000, whichever is the lesser; plus 

(B) Surrax.—A surtax of 22 percent of the mutual insurance com- 
pany taxable income (computed without regard to the deduction pro- 
Ln in section 242 for partially tax-exempt interest) in excess of 

25,000. 

(2) If for the taxable year the gross amount of income from [interest, 
dividends, rents, ] the items described in section 822 (b) (other than paragraph 
(1) (D) thereof) and net premiums, minus dividends to policyholders, minus 
the interest which under section 103 is excluded from gross income, exceeds 
$75,000, a tax equal to 1 percent of the amount so computed, or 2 percent 
of the excess of the amount so computed over $75,000, whichever is the lesser. 

(b) Imposrrion oF Tax ON INTERINSURERS.—In the case of every mutual 
insurance company which is an interinsurer or reciprocal underwriter (other than 
a life or a marine insurance company or a fire insurance company subject to the 
tax imposed by section 831), if the mutual insurance company taxable income 
(computed as provided in subsection (a) (1)) is over $50,000, there shall be 
imposed for each taxable year on the mutual insurance company taxable income 
a tax computed as follows: 

(1) NorRMAL TAX.— 

(A) TAXABLE YEARS BEGINNING BEFORE APRIL 1, 1955.—-In the case of 
taxable years beginning before April 1, 1955, a normal tax of 30 percent 
of the mutual insurance company taxable income, or 60 percent of the 
amount by which such taxable income’ exceeds $50,000, whichever is 
the lesser; 

(B) TAXABLE YEARS BEGINNING AFTER MARCH 31, 1955.—In the case 
of a taxable year beginning after March 31, 1955, a normal tax of 25 
percent of the mutual insurance company taxable income, or 50 percent 
of the amount by which such taxable income exceeds $50,000, whichever 
is the lesser; plus 

(2) Surtax.—A surtax of 22 percent of the mutual insurance company 
taxable income (computed as provided in subsection (a) (1)) in excess of 
$25,000, or 33 percent of the amount by which such taxable income exceeds 
$50,000, whichever is the lesser. 

(c) Gross AMount R&EcEIVED, Over $75,000 put Less THan $125,000.—If the 
gross amount received during the taxable year from [interest, dividends, rents, ] 
the items described in section 822 (b) (other than paragraph (1) (D) thereof) and 
premiums (including deposits and assessments) is over $75,000 but less than 
$125,000, the tax imposed by subsection (a) or subsection (b), whichever applies, 
shall be reduced to an amount which bears the same proportion to the amount 
of the tax determined under such subsection as the excess over $75,000 of such 
gross amount received bears to $50,000. 

(d) No Unrtrep Srates Insurance Business.—Foreign mutual insurance 
companies (other than a life or marine insurance company or a fire insurance 
company subject to the tax imposed by section 831) not carrying on an insurance 
business within the United States shall not be subject to this part but shall be 
taxable as other foreign corporations. 

(e) ALTERNATIVE Tax ON CaprTaL GaIns.— 


For alternative tax in case of capital gains, see section 1201 (a). 
SEC. 822. DETERMINATION OF MUTUAL INSURANCE COMPANY TAXABLE INCOME. 

(a) Derinition.—For purposes of section 821, the term “mutual insurance 
company taxable income’”’ means the gross investment income minus the deduc- 
tions provided in subsection (c). 

{(b) Gross INvestmMENT INcomE.—For purposes of subsection (a), the term 
“gross investment income” means the gross amount of income during the taxable 
year from interest, dividends, rents, and gains from sales or exchanges of capital 
assets to the extent provided in subchapter P (see. 1201 and following, relating 
to capital gains and losses).] 

(b) Gross Investment Income.—For purposes of subsection (a), the term 
“gross investment income’? means the sum of the following: 

(1) The gross amount of income during the taxable year from— 
(A) interest, dividends, rents, and royalties, 
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reeds (B) the entering into of any lease, mortgage, or other instrument or agree- 
ment from which the insurance company ives interest, rents, or royalties, 

| the (C) the alteration or termination of any instrument or agreement described 

rmal in subparagraph (B), and 

ome, (D) gains from sales or exchanges of capital assets to the exert peousdied 

reeds in pS mane P (sec. 1201 and following, relating to capital gains and losses). 


(2) The gross income during the taxable year from any trade or business (other 








com- than an insurance business) carried on by the insurance company, or by a partner- 
pro- ship of which the insurance company is a partner. In computing gross income 
ss of under this paragraph, there shall be excluded any item described in paragraph (1). 
(ec) Depuctions.—In computing mutual insurance company taxable income, the 
rest, following deductions shall be allowed: 
raph (1) TAX-FREE INTEREST.—The amount of interest which under section 103 
1inus is excluded for the taxable year from gross income. 
reeds (2) INVESTMENT EXPENSES.—Investment expenses paid or accrued during 
rcent the taxable year. If any general expenses are in part assigned to or included 
~sser. ; in the investment expenses, the total deduction under this paragraph shall 
itual not exceed one-fourth of 1 percent of the mean of the book value of the 
than ; invested assets held at the beginning and end of the taxable year plus one- 
0 the ; fourth of the amount by which mutual insurance company taxable income 
come i (computed without any deduction for investment expenses allowed by this 
Il be , paragraph, for tax-free interest allowed by paragraph (1), or for partially 
come ; tax-exempt interest and dividends received allowed by paragraph (7)), 
: exceeds 3% percent of the book value of the mean of the invested assets held 
at the beginning and end of the taxable year. 
se of i [(3) REAL EsTaTE EXPENSES.—Taxes and other expenses paid or accrued 
recent i during the taxable year exclusively on or with respect to the real estate 
f the ; owned by the company, not including taxes assessed against local benefits 
er is i of a kind tending to increase the value of the property assessed, and not 
} including any amount paid out for new buildings, or for permanent improve- 
case i ments or betterments made to increase the value of any property. The 
of 25 i deduction allowed by this paragraph shall be allowed in the case of taxes 
recent : imposed on a shareholder of a company on his interest as shareholder, which 
hever ; are paid or accrued by the company without reimbursement from the share- 
} holder, but in such cases no deduction shall be allowed the shareholder for 
pany i the amount of such taxes.] 
ss of i - (3) Rea estare ExpENSES.—Tazes (as provided in section 164), and 
ceeds 3 other expenses, paid or accrued during the taxable year exclusively on or with 
; respect to the real estate owned by the company. No deduction shall be allowed 
if the under this paragraph for any amount paid out for new buildings, or for per- 
nts,J manent improvements or betterments made to increase the value of any prone 
) and (4) Deprectation.—The depreciation deduction allowed by section 167, 
than (5) INTEREST PAID OR ACCRUED.—All interest paid or accrued within the 
plies, taxable year on indebtedness, except on indebtedness incurred or continued 
count : to purchase or carry obligations (other than obligations of the United States 
such issued after September 24, 1917, and originally subscribed for by the taxpayer) 
; the interest on which is wholly exempt from taxation under this subtitle. 
rance (6) Capirat Losses.—Capital losses to the extent provided in subchapter 
rance P (sec. 1201 and following) plus losses from capital assets sold or exchanged 
rance in order to obtain funds to meet abnormal insurance losses and to provide for 
all be the payment of dividends and similar distributions to policyholders. Capital 
assets shall be considered as sold or exchanged in order to obtain funds to 
meet abnormal insurance losses and to provide for the payment of dividends 
; and similar distributions to policyholders to the extent that the gross receipts 
" from their sale or exchange are not greater than the excess, if any, for the 
AE. taxable year of the sum of dividends and similar distributions paid to policy 
“mee holders, losses paid, and expenses paid over the sum of [interest, dividends, 
“oo ' rents, and net premiums received. In the application of section 1211] the 
| items described in subsection (b) (other than paragraph (1) (D) thereof) and net 
ae premiums received. In the application of section 1212 for purposes of this 
cable section, the net capital loss for the taxable year shall be the amount by which 
apital 3 losses for such year from sales or exchanges of capital assets exceeds the sum 
lating of the gains from such sales or exchanges and whichever of the following 
amounts is the lesser: 
term (A) the mutual insurance company taxable income (computed without 


regard to gains or losses from sales or exchanges of capital assets or to the 
deduction provided in section 242 for partially tax-exempt interest); or’ 
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{B) losses from the sale or exchange of capital assets sold or exchanged 
to obtain funds to meet abnormal insurance losses and to provide for the 
payment of dividends and similar distributions to policyholders. 

(7) Spgciat pepuctions.—The special deductions allowed by part VIII 
(except section 248) of subchapter B (sec. 241 and following, relating to partially 
tax-exempt interest and to dividends received). 

(8) TRADE oR BUSINESS DEDUCTIONS.— The deductions allowed by this sub- 
title (without regard to this part) which are attributable to any trade or business 
(other than an insurance business) carried on by the insurance company, or by 
a partnership of which the insurance company is a partner; except that for pur- 
poses of this paragraph— 

(A) any item, to the extent attributable to the carrying on of the insurance 
business, shall not be taken into account, and 

(B) the deduction for net operating losses provided in section 172 shall 
not be allowed. 

(9) Deprerion.—The deduction allowed by section 611 (relating to depletion). 

(d) Orner AppiicaBLe RuLEes.— 

(1) RENTAL VALUE OF REAL ESTATE.—The deduction under [subsection 
(e) (3) or (4)] subsection (c) (3) or (4) on account of any real estate owned 
and occupied in whole or in part by a mutual insurance company subject 
to the tax imposed by section 821 shall be limited to an amount which 
bears the same ratio to such deduction (computed without regard to this 
paragraph) as the rental value of the space not so occupied bears to the 
rental value of the entire property. 

(2) AMORTIZATION OF PREMIUM AND ACCRUAL OF DISCOUNT.—The gross 
amount of income during the taxable year from interest, the deduction 
provided in subsection (c) (1), and the deduction allowed by section 242 
(relating to partially tax-exempt interest) shall each be decreased to reflect 
the appropriate amortization of premium and increased to reflect the appro- 
priate accrual of discount attributable to the taxable year on bonds, notes, 
debentures, or other evidences of indebtedness held by a mutual insurance 
company subject to the tax imposed by section 821. Such amortization 
and accrual shall be determined— 

(A) in accordance with the method regularly employed by such 
company, if such method is reasonable, and 

(B) in all other cases, in accordance with regulations prescribed by 
the Secretary or his delegate. 

(3) DovusLe pepuctions.—Nothing in this part shall permit the same 
item tc be deducted more than once. 

(e) Foreian Murua INsurANCE ComPANIEs OTHER THAN LIFE OR MARINE.— 
In the case of a foreign mutual insurance company (other than a life or marine 
insurance Nr me or a fire insurance company subject to the tax imposed by 
section 831), the mutual insurance company taxable income shall be the taxable 
income from sources within the United States (computed without regard to the 
deductions allowed by subsection (c) (7)), and the gross amount of income from 
the [interest, dividends, rents,] ‘ttems described in subsection (b) (other than 
rc (1) (D) thereof) and net premiums shall be the amount of such income 
rom sources within the United States. In the case of a company to which the 
abipoge: sentence applies, the deductions allowed in this section shall be allowed 

the extent provided in subpart B of part II of subchapter N (sec. 881 and 
following) in the case of a foreign corporation engaged in trade or business within 
the United States. 


SEC. 823. OTHER DEFINITIONS. 


For purposes of this part— 

(1) Ner premiums.—The term ‘‘net premiums” means gross premiums 
(including deposits and assessments) written or received on insurance con- 
tracts during the taxable year less return premiums and premiums paid or 
incurred for reinsurance. Amounts returned where the amount is not fixed 
in the insurance contract but depends on the experience of the company or 
the discretion of the mans ve sent shall not be included in return premiums 
but shall be treated “s dividends to policyholders under paragraph (2). 

(2) DivipENDS TO ;O.ICYHORDERS.—The term ‘dividends to policy- 
holders” means dividends and similar distributions paid or declared to policy- 
holders. For purposes of the preceding sentence, the term “‘paid or declared” 
shall be construed according to the method regularly employed in keeping 
the books of the insurance company. 
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PART III—OTHER INSURANCE COMPANIES 


Sec. 831. Tax on insurance companies (other than life or mutual), mutual marine insur- 
ance companies and mutual fire insurance companies issuing perpetual 


policies. 
Sec. 832. Insurance company taxable income. 


SEC. 831. TAX ON INSURANCE COMPANIES (OTHER THAN LIFE OR MUTUAL), MUTUAL 
MARINE INSURANCE COMPANIES, AND MUTUAL FIRE INSURANCE COM- 
PANIES ISSUING PERPETUAL POLICIES. 


(a) Imposition oF Tax.—Taxes computed as provided in section 11 shall be 
imposed for each taxable year on the taxable income of every insurance company 
(other than a life or mutual insurance company), every mutual marine insurance 
company, and every mutual fire insurance company exclusively issuing either 
perpetual policies or policies for which the sole premium charged is a single deposit 
which (except for such deduction of underwriting costs as may be provided) is 
refundable on cancellation or expiration of the policy. 

(b) No Unitep Srares INSURANCE Rustinban—Fukelioh insurance companies 
(other than a life or mutual insurance company), foreign mutual marine insurance 
companies, and foreign mutual fire insurance companies described in subsection 
(a), not carrying on an insurance business within the United States, shall not be 
subject to this part but shall be taxable as other foreign corporations. 

(c) ALTERNATIVE TAx ON CapriraL GAINs.— 


For alternative tax in case of capital gains, see section 1201 (a). 
SEC, 832. INSURANCE COMPANY TAXABLE INCOME. 


(a) DeriniTion oF TaxaBLe INcome.—In the case of an insurance company 
subject to the tax imposed by section 831, the term “taxable income” means the 
gross income as defined in subsection (b) (1) less the deductions allowed by 
subsection (c). 

(b) Derinitions.—In the case of an insurance company subject to the tax 
imposed by section 831— 

(1) Gross 1ncomE.—The term “gross income” means the sum of— 

(A) the combined gross amount earned during the taxable year, from 
investment income and from underwriting income as provided in this 
subsection, computed on the basis of the underwriting and investment 
exhibit of the annual statement approved by the National Convention 
of Insurance Commissioners, 

(B) gain during the taxable year from the sale or other disposition of 
property, and 

(C) all other items constituting gross income under subchapter B, 
except that, in the case of a mutual fire insurance company described in 
section 831 (a), the amount of single deposit premiums paid to such com- 
pany shall not be included in gross income. 

(2) INVESTMENT INCOME.—The term “investment income” means the 
gross amount of income earned during the taxable year from interest, divi- 
dends, and rents, computed as follows: To all interest, dividends, and rents 
received during the taxable year, add interest, dividends, and rents due and 
accrued at the end of the taxable year, and deduct all interest, dividends, and 
rents due and accrued at the end of the preceding taxable year. 

(3) UNDERWRITING INCOME.— The term “underwriting income” means the 
premiums earned on insurance contracts during the taxable year less losses 
incurred and expenses incurred. 

(4) PREMIUMS EARNED.—The term “premiums earned on insurance con- 
tracts during the taxable year’”’ means an amount computed as follows: 

(A) From the amount of gross premiums written on insurance con- 
tracts during the taxable year, deduct return premiums and premiums 
paid for reinsurance. 

(B) To th- result so obtained, add unearned premiums on es 
business at the end of the preceding taxable year and deduct unearn 
premiums on outstanding business at the end of the taxable year. 

For purposes of this subsection, unearned premiums shall include life insur- 
ance reserves, as defined in [section 806] section 801 (b), pertaining to the 
life, burial, or funeral insurance, or annuity business of an insurance company 
subject to the tax imposed by section 831 and not qualifying as a life insurance 
company under section 801. 
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(5) Losses rncuRRED.—The term “‘losses incurred” means losses incurred 
during the taxable year on insurance contracts, computed as follows: 

(A) To losses paid during the taxable year, add salvage and rein- 
surance recoverable outstanding at the end of the peecet ing taxable 
year and deduct salvage and reinsurance recoverable outstanding at 
the end of the taxable year. 

(B) To the result so obtained, add all unpaid losses outstanding at 
the end of the taxable year and deduct unpaid losses outstanding at 
the end of the preceding taxable year. 

(6) EXPENSES INCURRED.—The term “expenses incurred’? means all 
expenses shown on the annual statement approved by the National Conven- 
tion of Insurance Commissioners, and shall be computed as follows: To all 
expenses paid during the taxable year, add expenses unpaid at the end of 
the taxable year and deduct expenses unpaid at the end of the preceding 
taxable year. For the purpose of computing the taxable income subject to 
the tax imposed by section 831, there shall be deducted from expenses in- 
curred (as defined in this paragraph) all expenses incurred which are not 

_ . allowed as deductions by subsection (c). 

_ (ce) Depuctions ALLOWED.—In computing the taxable income of an insurance 
company subject to the tax imposed by section 831, there shall be allowed as 
deductions: 

(1) all ordinary and necessary expenses incurred, as provided in section 
162 (relating to trade or business expenses) ; 

(2) all interest, as provided in section 163; 

(3) taxes, as provided in section 164; 

(4) losses incurred, as defined in subsection (b) (5) of this section; 

(5) capital losses to the extent provided in subchapter P (sec. 1201 and 
following, relating to capital gains and losses) plus losses from capital assets 
sold or exchanged in order to obtain funds to meet abnormal insurance losses 
and to provide for the payment of dividends and similar distributions to 
policyholders.. Capital assets shall be considered as sold or exchanged in 
order to obtain funds to meet abnormal insurance losses and to provide for 
the payment of dividends and similar distributions to policyholders to the 
extent that the gross receipts from their sale or exchange are not greater 
than the excess, if any, for the taxable year of the sum of dividends and 
similar distributions paid to policyholders in their capacity as such, losses 
paid, and expenses paid over the sum of [interest, dividends, rents, and net 
premiums received. In the application of section 1211] the items described 
tn section 822 (b) (other than paragraph (1) (D) thereof) and net premiums 
received. In the application of section 1212 for purposes of this section, the 
net capital loss for the taxable year shall be the amount by which losses for 
such year from sales or exchanges of capital assets exceeds the sum of the 
gains from such sales or exchanges and whichever of the following amounts 
is the lesser: 

(A) the taxable income (computed without regard to gains or losses 
from sales or exchanges of capital assets or to the deductions provided 
in section 242 for partially tax-exempt interest) ; or 

(B) losses from the sale or exchange of capital assets sold or exchanged 
to obtain funds to meet abnormal insurance losses and to provide for 
the payment of dividends and similar distributions to policyholders; 

(6) debts in the nature of agency balances and bills receivable which 
become worthless within the taxable year; 

(7) the amount of interest earned during the taxable year which under 
section 103 is excluded from gross income; 

(8) the depreciation deduction allowed by section 167 and the deduction 
allowed by section 611 (relating to depletion); 

(9) charitable, ete., contributions, as provided in section 170; 

(10) deductions (other than those specified in this subsection) as provided 
in part VI of subchapter B (sec. 161 and following, relating to itemized 
deductions for individuals and corporations) ; 

(11) dividends and similar distributions paid or declared to policyholders 
in their capacity as such, except in the case a mutual fire insurance company 
described in section 831 (a). For purposes of the preceding sentence, the 
term “paid or declared” shall be construed according to the method of ac- 
i regularly employed in keeping the books of the insurance company; 
an 
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(12) the special deductions allowed by part VIII of subchapter B (sec. 241 
and following, relating to partially tax-exempt interest and to dividends 
received). 

(d) TaxaBLE INcoME or ForeicNn INsuRaANcE Companies OTHER THAN LiFe 
or Mutvat AND Foreign Moutuat Marine.—In the case of a foreign insurance 
company (other than a life or mutual insurance company), a foreign mutual 
marine insurance company, and a foreign mutual fire insurance company described 
in section 831 (a), the taxable income shall be the taxable income from sources 
within the United States. In the case of a company to which the preceding sen- 
tence applies, the deductions allowed in this section shall be alleead ta the extent 
provided in subpart B of part II of subchapter N (sec. 881 and following) in the 
case of a foreign corporation engaged in trade or business within the United States. 

(e) Dounte Depuctions.—Nothing in this section shall permit the same item 
to be deducted more than once. 


PART IV—PROVISIONS OF GENERAL APPLICATION 


Sec. 841. Credit for foreign taxes. 
Sec. 842. Computation of gross income. 
Sec. 848. Annual accounting period. 


SEC. 841. CREDIT FOR FOREIGN TAXES 

The taxes imposed by foreign countries or possessions of the United States shall 
be allowed as a credit against the tax of a domestic insurance company subject to 
the tax imposed by section 802, 811, 821, or 831, to the extent provided in the 
case of a domestic corporation in section 901 (relating to foreign tax credit). 
For purposes of the preceding sentence, the term ‘‘taxable income” as used in 
section 904 means— 

(1) in the case of the tax imposed by [section 802, the taxable income (as 
defined in section 803 (g))] section 802 or 811, the net investment income (as 
defined in section 803 (c)), 

(2) in the case of the tax imposed by section 831, the taxable income (as 
defined in section 832 (a)). 


SEC. 842. COMPUTATION OF GROSS INCOME. 

The gross income of insurance companies subject to the tax imposed by section 
(802 or 831] 802, 811, or 831 shall not be determined in the manner provided in 
part I of subchapter N (relating to determination of sources of income). 


SEC. 843. ANNUAL ACCOUNTING PERIOD. 


For purposes of this subtitle, the annual accounting period for each insurance 
company subject to a tax imposed by this subchapter shall be the calendar year. 
* « - * . * * 


SEC. 891. DOUBLING OF RATES OF TAX ON CITIZENS AND CORPORATIONS OF CERTAIN 
FOREIGN COUNTRIES. 

Whenever the President finds that, under the laws of any foreign country, 
citizens or corporations of the United States are being subjected to discriminatory 
or extraterritorial taxes, the President shall so proclaim and the rates of tax 
imposed by sections 1, 3, 11, 802, 871, 821, 831, 852, 871, and 881 shall, for the 
taxable year during which such proclamation is made and for each taxable year 
thereafter, be doubled in the case of each citizen and corporation of such foreign 
country; but the tax at such doubled rate shall be considered as imposed by 
such sections as the case may be. In no case shall this section operate to increase 
the taxes imposed by such sections (computed without regard to this section) 
to an amount in excess of 80 percent of the taxable income of the taxpayer (com- 
puted without regard to the deductions allowable under section 151 and under 
part VIII of subchapter B). Whenever the President finds that the laws of any 
foreign country with respect to which the President has made a proclamation 
under the preceding provisions of this section have been modified so that dis- 
criminatory and extraterritorial taxes applicable to citizens and corporations of 
the United States have been removed, Se shall so proclaim, and the provisions 
of this section providing for doubled rates of tax shall not apply to any citizen 
or corporation of such foreign country with respect to any taxable year beginning 
after such proclamation is made. 

* * . * « « e 
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SEC. 1201. ALTERNATIVE TAX. 

(a) Corporations.—If for any taxable year the net long-term capital gain 
of any corporation exceeds the net short-term capital loss, then, in lieu of the 
tax imposed by sections 11, 511, 802 (a), 821 (a) (1) or (b), and 831 (a), there 
is hereby imposed a tax (if such tax is less than the tax imposed by such sections) 
which shall consist of the sum of— 

(1) a partial tax computed on the taxable income reduced by the amount 
of such excess, at the rates and in the manner as if this subsection had not 
been enacted, and 

(2) an amount equal to 25 percent of such excess, or, in the case of a 
taxable year beginning before April 1, 1954, an amount equal to 26 percent 
of such excess. 

Tn the case of a taxable year beginning before April 1, 1954, the amount under 
paragraph (2) shall be determined without regard to section 21 (relating to effect 
of change of tax rates), 

* * * * . n * 


SEC, 1504. DEFINITIONS. 


(a) Derinition oF “ArritiateD Group”.—* * * 
* » * * * . * 


(b) Derinition oF “INcLUpIBLE Corporation’’.-—As used in this chapter, 
the term “‘includible corporation” means any corporation except— 
(1) Corporations exempt from taxation under section 501. 
(2) Insurance companies subject to taxation under section [802 or 821] 
802, 811, or 821. 
* * * * e = * 


SEC. 4371. IMPOSITION OF TAX. 

There shall be imposed a tax on each policy of insurance, indemnity bond, 
annuity contract, or policy of reinsurance issued by any foreign insurer or rein- 
surer at the following rates: 

- 


* . * a . . 


(2) Lire INSURANCE, SICKNESS, AND ACCIDENT POLICIES, AND ANNUITY 
CONTRACTS.—One cent on each dollar, or fractional part thereof, of the 
premium charged on the policy of life, sickness, or accident insurance, or 
annuity contract, unless the insurer is subject to tax under section [807] 8/6; 


— 
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